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Foreword

Dear Pension Scheme Member,

In this report we set out the Fund's recent performance and the activities undertaken to maximise the
growth of the pension fund’s investments and stabilise contributions to the fund.

The Fund performed well in the year under review. The total market value of the Fund increased from
£1.94bn to £2.03bn over the year and the Fund returned 5.1%. This fell slightly below our ambitious
customised benchmark of 5.6% but every other Local Government Pension Scheme (LGPS) Fund also
undershot its benchmarks. When ranked against the other 99 LGPS Funds, Islington is placed in 3™
position from the top.

Performance measured over the longer term remains good too. Over the past 5 years, the Fund
returned 8.6% per annum which is significantly above inflation and benchmark. Over a 30 year
timespan, the Fund has achieved a return of 7.4% a year which is very close to the average for all LGPS
Funds.

The past year has been very difficult for investment. There has been intense political and economic

uncertainty in the United States, particularly following the introduction of a series of protectionist trade
policies, including new tariffs on China and Europe. This has disrupted global supply chains and caused
significant economic confidence shocks. These have unsettled financial markets and increased volatility.

However, the Islington fund’s strategy is to maintain a diversified, balanced portfolio and the Fund'’s
emphasis on good Environment, Social and Governance (ESG) standards and our path towards “Paris-
aligned” net zero have helped to mitigate geopolitical and policy-driven risks. Over the past year,
diversified bonds and equities had a positive impact on performance in the last year, whilst index-linked
gilts and alternatives were a slight drag. Property, after two years of decline, made a modest return.

Over the next year, the LGPS is going to change dramatically. Following a consultation in November
2024 (“LGPS Fit for the Future”), the Government in May 2025 outlined its intention to reform the LGPS
in England and Wales. The main feature of the reforms will be to “super-pool” all Pension Funds which,
for London Boroughs, means the London Collective Investment Vehicle (LCIV) through which about a
half of our equity assets are already pooled. The reforms focus on three main areas

e Asset Pooling
- All listed and unlisted assets will transfer to the management of LCIV from March 2026
- The LCIV which will be FCA-regulated will provide principal investment advice
e Governance and Oversight
- Triennial independent governance reviews will be required for all administering authorities.
- Pension committee members must meet new knowledge and skills standards, and
authorities must publish governance and training strategies
e Local Investment and Strategic Collaboration



- Pools and administering authorities are expected to collaborate with regional mayors and
strategic authorities to support local growth plans.

- Investment Strategies and “Responsible Investment” decisions will remain with
administering authorities, preserving local accountability

The Pension Schemes Bill 2025, which will enact these changes, is still progressing through Parliament
and is likely to be enacted in time for super-pooling to begin in March 2026.

The Pensions Board and Pensions Committee continue to monitor and review the ESG standards of our
investments as a fundamental part of the Fund'’s strategy. The Pension Committee has regularly revised
the Fund’s Investment Strategy Statement so that we are committed to high standards, including human
rights monitoring.

We have also set a clear course to reduce the Fund’s carbon footprint. The Pensions Committee in June
2021 revisited it decarbonisation targets to set short to medium targets from 2022 onwards. Our
intention is to achieve net zero emission target at 2050 including aligning with the Paris Agreement’s
1.5-degree Celsius scenario. The Fund has now over-achieved these targets:

e Investing at least 20% of the fund in sustainability-themed investments (such as low carbon
technology and environmental infrastructure) by the end of April 2026. (March 2025 achieved:
40%)

e Reduce carbon emissions of all listed portfolios that is equities and credit by 49% at 2026, and
60% by 2030 with a 2016 baseline (Reduce carbon emissions of all listed portfolio i.e. equities
and credit by 60% by 2030. (March 2025 achieved: 48%)

e Absolute emissions measured in tonnes of CO2e of all listed assets measured against 2021
baseline has now reduced by 52%.

The Committee’s strategy for net zero is to recognise that the future economy 25 years from now will be
dominated by low carbon technologies and, during the transition to net zero, there will be excellent
investment opportunities. Our low carbon policy is therefore based on a sound commercial logic.

The Committee therefore expects its investment managers to monitor and regularly report on how
carbon risk is being managed within their portfolios. The Committee has already divested from nearly all
fossil fuel extracting companies but nonetheless believes in engagement with carbon intensive
companies and that this will enhance returns in the long term but will further divest if there is a long-
term risk to returns if assets are devalued. The Fund is actively involved in the Local Authorities Pension
Fund Forum (LAPFF) which engages with individual companies and the Institutional Investors Group on
Climate Change (IIGCC).

During the year, we have been very alert to the impact of conflict around the world and the risk to
returns posed by companies that are exposed to wide ranging risks. Some of these risks are operational
and others are reputational harm caused by companies assisting or enabling conflict. The Fund has



responded to the situation in Israel/Palestine by significantly reducing its exposure to weapons
manufacturers and companies that are alleged to be complicit in human rights abuses and illegal
occupation of land. As part of our commitment to transparency, the Fund now publishes all its equity
and bond holdings quarterly and we are the only pension authority in the country that does so. !

Finally, on behalf of the Committee and Board I would like to thank our in-house pension administration
staff, advisors and service providers for their support which has contributed to a very successful year.

Clir Paul Convery

Chair of Pensions Committee

1 Go to https://www.islington.gov.uk/about-the-council/information-governance/freedom-of-
information/publication-scheme/frequently-requested-data



https://www.islington.gov.uk/about-the-council/information-governance/freedom-of-information/publication-scheme/frequently-requested-data
https://www.islington.gov.uk/about-the-council/information-governance/freedom-of-information/publication-scheme/frequently-requested-data

1: Investment report

The 2024/25 year saw our fund return 5.1% compared to the customised benchmark (aggregated
benchmark of all our investment portfolios) of 5.6%. The average LA universe returned 3.4% and we
ranked in the 3" percentile. The main contributors to our fund were hedging of our equities, multi asset

credit and private debt and infrastructure.
During the year to 31 March 2025 the fund’s asset allocation was as follows

main-title

2%

M Cash B Overseas equities M Property
Diversified Growth Fund M Private Equity M Bonds
B Infrastructure M Private debt

The agreed strategic asset allocation is as follows;

Equites Property Private debt Multi asset Infrastructure
credit

including Natural Capital

Impact
Investment

45% 20% 10% 7.5% 14.5%

3%




1.1. Fund manager performance (BNY Mellon Performance Services)

The table below shows our portfolio fund managers’ value of assets under management and their 12-
month performance to 31 March 2025.

Market 12-month
Manager Mandate value return

£'000 %
_Il_sllngton Council Cash 18,876 n/a

reasury team
London LGPS CIV Global equities 195,564 1.4
RBC sub fund
London LGPS CIV Global equities 311,914 4.5
Newton sub fud
Legal and General- Global equities 463,480 2.4
Paris Aligned
Amundi Emerging equities 99,050 n/a
Standard Life Corporate bonds 75,109 2.8
M&G Sustainable Multi asset credit 93,314 7.6
Aviva Property 183,752 2.9
Columbia Property 129,335 6.7
Threadneedle
Franklin Templeton Property 30,400 -22.7
Hearthstone Property 16,529 15.6
Standard Life Private equity 765 -27.2
Pantheon Private equity 1,132 -10.3
Schroders Diversified growth fund 22,952 4.3
Pantheon Infrastructure 120,957 10.1
Quinbrook Infrastructure 96,593 7.1
Churchill Private debt 58,413 8.1
Crescent Private debt 48,381 7.3
Permira Private debt 33,533 9.6
BNY Mellon(1) Cash deposits 18,908 n/a
BNY Mellon Collateral held elsewhere (Re-Hedge 8,934 n/a
funds)

Total Market Value 2,027,890 5.1

(1) BNY Mellon hedge overseas equities holdings

All the Council’s funds are in pooled vehicles and £75m of our equities are invested in UK domiciled
companies.



1.2 Tt is important to look at average performance over the longer term. The following table shows the
average annual return achieved by the fund over one, three, and five, years compared to its customised
benchmark.

Period lyear | 3 years | Syears
Fund return per annum % 5.1% 4.4% 8.6%
Benchmark% 5.6% 5.2% 8.5%

Over the 10- year period the fund has returned 6.8% per annum and since inception 8.2% in absolute
terms.

The Islington Council pension fund also compares itself against its peers through the league table
compiled by the Local Authority Pension Performance Analytics. The graph below shows the pension



fund compared to the average performance of the universe of 63 funds over the 3-, 5-, 10- and 20-year
periods.

main-title
10
8.6
8.3
7.3
6.8 6.7 6.8
5 4.4
I 3.6
O I
3yr 5yrs 10yrs 20yrs

M |slington Fund M LGPS Universe

The Fund is top quartile over the latest 10 years and performed in line with average over the longest
term. The Fund has delivered a better than average return while experiencing a lower-than-average
level of volatility — an efficient result. It also holds diversified assets to reduce volatility of equities.

The Fund’s top holdings in equities are listed below:

Microsoft Procter & Gamble
Nvidia Corp Netflix

Apple Alphabet

Amazon SAP Ag Npv

JP Morgan Chase & Co Autozone Com




2: Pooling

Islington is one of 32 London local authorities who have become active participants in the London CIV
programme. The LCIV has been constructed as a FCA regulated UK Authorised Contractual Scheme
(ACS). The ACS is composed of two parts: the Operator and the Fund a limited liability company
(London LGPS CIV Ltd) has been established, with each participating borough holding a nominal £1
share. The London CIV received its ACS authorisation in November 2015.

Since then, it has secured regulatory approval, established a team of experienced staff and by the end
of March 2025, £34.2bn of LLAs assets were under LCIVs oversight.

Islington has five funds (i.e. 53.1% of the whole fund) managed on the LCIV platform; two global active
and one global passive equities (48.6%) and 4.5 % commitments to natural capital and private debt II.
A slight dip in percentage because of rebalancing of assets during the year. The estimated fees saving
for the year for pooling these four funds is £252,000.

2.1 Key highlights of progress against London CIV's vision in 2024/25 year included the following:

Engagement strategy to understand needs of individual Partner Funds and develop tailored
pooling programmes to deliver on each of their needs
e Evolved the remit and expanded the attendees of the Sustainability Working Group.
e Developed tailored pooling programmes to support delivery on our Partner Funds’ requirements.
e Formalised a programme of one to one meetings between our Partner Funds and our CEO

Strategic product roadmap
e Fund launches delivered: Buy & Maintain Credit, Nature Based Solutions, Private Debt II, Global
Equity Value, and an innovative service focused on pooling commercial real estate assets.

Progress net zero strategy ambition including products
e Operational Net Zero target is 2025 and assessment of the footprint is complete
e Sustainability Working Group (SWG) in place with wider membership (all partner funds invited)
and annual programme.
¢ Climate analytics service now provided nil of charge covering all funds - 17 partner funds signed
up to date.

Deliver savings on manager fees and other cost

e Fee savings of £1.2m annualised
¢ Development Funding Charge (DFC) reduced by £100,000

A link to London CIV annual review brochure file


https://londonciv.org.uk/home/download/1/brochure_file

3. Exercise of shareholder rights -voting

3.1 The Pensions Committee takes its responsibilities as a company shareholder seriously and exercises
its votes at company AGMs/EGMs wherever practically possible on its portfolios.

The investment managers are expected to vote on our behalf wherever possible in pooled fund
structure.

As part of the London CIV stewardship program, our managed portfolios are included in any
engagement and voting and for the financial period the below is what the pool has down for all its
funds.

In 2025, LCIV enhanced its stewardship strategy by introducing a more streamlined approach. They now
focus on 3 core themes: Human Rights and Wider Societal Impact; Climate Change; and Nature. EOS at
Federated Hermes is their stewardship provider for voting and engagement on listed equities and
corporate fixed income.

3.2 Engagement

e EOS engaged with 456 companies across 2351 ESG topics on behalf of London CIV in addition to
the engagements carried out by their investment managers.

e 1468 engagement objectives and issues were linked to one or more SDG

e In 2024, our investment managers held 2,086 engagement meetings with portfolio companies

e Specific areas of interest were climate change (discussed in 59% of the 1258 meetings) and
human rights and human capital concerns (raised with issuers on 248 separate occasions
(20%)).

3.3 Voting
e In 2024, the investment managers and EOS voted on 21746 proposals. This represents a 98%
voting execution in 2024
e Investment managers and EOS voted against management propositions on 2,183 occasions.
(Director-related and non-salary compensation remain the areas of highest dissent)

® | 1V investment managers and EQS also voted on 1,096 shareholder proposals in 2024 and
supported 51% of the proposals



4: Business plan

The Myners principles and compliance forms part of Islington Pension Fund’s published Investment
Strategy Statement. The Pensions Committee agreed a four-year business plan to June 2021 in
compliance with Myners Principle 1, ‘Effective decision-making through a forward-looking business plan’.

4.1 The key objectives of the four- year business plan, last reviewed in September 2024 are listed below
along with actions taken to June 2025

¢ To achieve best practice in managing our investments in order to ensure good long-term

performance, sustainability of the Fund value for money and a reduction in managers’ fees
wherever possible and pursue new investment opportunities plus an expectation of strong
business ethics from fund managers also.”

Actions:

— A funding review update report was discussed at pensions ctte meeting in September together
with next steps to 2025 actuarial valuation

- Implementation continues with agreed decisions on natural capital and impact allocations

- The LGPS fit for future consultation was responded to after collaboration from Pensions
committee and board members in November

- Investment advisory service was reviewed on performance and the agreed objectives.

¢  To continually improve our administration in order to deliver an excellent and cost-effective
service to all Fund Members

Actions.

- Pension board review draft statement of accounts before auditing and monitor pensions
administration cashflow

- A revamped risk register is now reviewed at each pension board meeting.

- Board monitors performance and resources to achieve benchmark KPI targets. Feedback from
users are also reported.

- Communication went out to members on the launch of IPortal and workshops on how to access
and a dedicated staff on hand to help to register on the portal.

- IPortal went live to Active members in February 2025

¢ To engage with companies as an active and responsible investor with a focus on good corporate
governance and environmental sustainability, whilst achieving a financial return for the fund,
addressing societal impact and a focus on strong business ethics and reputation to ensure the
safeguarding of the Fund and its members.

Actions.

- Work with LAPFF and IIGCC, and the LCIV continues



*

Carbon foot printing for equity and credit portfolios was undertaken as of March 2025 with positive
results

As shareholders of LCIV their voting and engagement records are published in our annual report
The LGIM MSCI low carbon was transitioned to LGIM World ESG Paris Aligned

RAFI emerging passive mandate was terminated to reduce the fund’s carbon footprint.

To actively monitor and challenge poor performance in managers and to pursue new investment
opportunities

Actions:

L

Polen -emerging market manager was replaced by Amundi

1>1 meetings with managers have been held with officers and advisors to report to members
Members attend seminars, LAPFF and LCIV AGMs and monthly business update meetings as
shareholders.

As per strategic asset allocation, 3 impact managers were appointed.

TPR single code of review was undertaken to identify where gaps existed and action plan to
progress was agreed.

To develop collaboration opportunities with other funds for sharing of services and pooling

Actions:

More collaboration with LCIV as shareholders.
The fund committed to LCIV natural capital and private debt II fund



5: The local government pension scheme

5.1. Membership

The scheme membership continues to grow year on year. Deferred members and pensioners are
increasing compared to active employees. The profile from 2015 to 2025 is shown below.

%" main-title
8500
7500
6500
5500
4500
3500
2500
1500
500
Pensioners Employees Deferred
M 2014/15 5951 5888 7942
2017/18 6669 6291 8606
W 2021/22 7304 6712 8326
B 2022/23 7590 6576 8452
W 2023/24 7683 6587 8854
| Eolab V. Wl I21A TNEN QR2AA
The total membership over the period is as follows:
March 2012 | March 2014 | March 2016 | March 2018 March 2020 | March 2022 | March
2024
17,690 19,005 20,387 21,566 21,667 22,342 23,124
March 2013 | March 2015 | March 2017 | March 2019 March 2021 | March 2023 | March
2025
18,119 19,781 20,939 21,690 21,957 22,618 22,902

5.2 Benefits




The LGPS is referred to as a ‘defined benefit’ scheme.

The Pension earned for any period before 1 April 2014 is calculated on the pensionable pay over the
final 12 months (termed *final pay’) to the leaving/retiring date. For membership to 31 March 2008 the
Pension calculation is final pay x years and days of service x 1/80, and for membership from 1 April 2008
to 31 March 2014 the Pension is final pay x years and days of service x 1/60.

For membership in respect of service from 1 April 2014 the Pension calculation is the pensionable pay
for each year thereafter x 1/49, with the Pension earned revalued annually to account for inflation. In
respect of membership from April 2014 the LGPS is now termed a Career Average Revalued Earnings
(CARE") pension scheme.

The Pension calculation for a scheme member who joined the LGPS before 1 April 2008 will be the total
for the three periods mentioned in the preceding paragraphs.

Since April 2014 there has been an option, for a limited period, of a half rate contribution and pension
arrangement, but after the limited period re-enrolment in the full scheme applies.

The LGPS is a ‘funded’ scheme, which means that the Council is required to maintain a separate pension
fund comprising of investments and contributions from employees and employer, from which benefits
are paid. These investments provide growth and income with which to pay the benefits.

These “defined benefits” are guaranteed and do not vary depending on investment performance, which
means they are stable and more predictable for scheme members, who can plan their retirement around
this security.

The core benefits of the scheme are:

¢ A guaranteed pension as explained above

e A tax-free lump sum of three times the annual pension earned in respect of scheme membership
to 31 March 2008

e Life assurance cover of three times a member’s’ yearly pay from the first day of joining the
scheme

e A pension for spouses, Civil Partners, co-habiting partners and children

e Pension entitlement paid early if a member has to stop work due to permanent ill health

e Pensions increase in line with inflation (measured by the Consumer Prices Index).

5.2.1 Pension contributions



The employee pension contribution percentage is according to the pay band applicable. For example, a
pension contribution of 6.5% of pay applies where annual salary is in the range £28,001.00 to
£45,600.00 a year. A person earning £30,000.00 a year (£2,500.00 a month) pays £162.50 a month in
pension contributions, but income tax relief is given by deducting the contribution from taxable pay so
£162.50 a month costs £130.00 net if the tax rate is 20%.

A part-time worker falls into the band relating to annual part-time pay.
The contribution rates for year 2025/26 is shown below.

Band Actual pensionable pay for Maip sc_heme 50/§0 sc::ction
an employment 2025/26) contribution rate contribution rate
1 Up to £17,800 5.50% 2.75%
2 £17,801 to £28,000 5.80% 2.90%
3 £28,001 to £45,600 6.50% 3.25%
4 £45,601 to £57,700 6.80% 3.40%
5 £57,701 to £81,000 8.50% 4.25%
6 £80,001 to £114,800 9.90% 4.95%
7 £114,801 to £135,300 10.50% 5.25%
8 £135,301 to £203,000 11.40% 5.70%
9 £203,001 or more 12.50% 6.25%

5.2.2 Retirement age

Normal retirement is when a member draws their benefits at the scheme’s normal pension age (NPA).
For the current CARE scheme (introduced in April 2014) this is a members State Pension Age. Members
can choose to retire and claim their pension from Islington Pension Fund at any time from age 55 to 75,
providing that they have met the 2-year vesting period in the LGPS.



If a member claims their pension before their NPA, it will normally be reduced. Members must take their
pension benefits in the LGPS before their 75™ birthday. The earliest age that a member can take their
pension will increase from age 55 to 57 from 6 April 2028.

5.3 Keeping up to date

The Pensions Office will no longer send out paper Annual Benefit Statements to current scheme members
to reduce the environment impact and postage costs of our administration. Islington Council’s portal is a
secure password-protected digital platform and keeps your information safe.

If you're a member of the Local Government Pensions Scheme, be sure to register on our portal (launched
earlier this year). Please contact the Pensions Office for further information.

Employees who are not members of the LGPS

There are many advantages in being a member of the LGPS. ‘Auto-enrolment’ rules mean that
employees who opt out of the scheme are ‘re-enrolled’ every three years. The next re-enrolment date
for those who have opted out is 1%t April 2028.

Information regarding the LGPS can be accessed by visiting the following websites:

https://www.lgpsmember.org/
https://islington.gov.uk/IslingtonCouncilLGPS

5.4 Pension administration performance

The table below gives the data for the average performance for the year to 31 March 2025, in respect of
the key processes.

Process Total Cases Target % Achieved | Actual
Processed days to within average
complete | target days days
Deaths 148 5 90.0% 7
Retirement benefits 349 5 82.0% 8
Pension estimates 361 10 80.0% 12
Preserved benefit 57 15 76.0% 18
calculations
Payroll Adj. 269 10 100.0% 9
Transfer-in quotation 302 10 74.0% 16
Transfer-in actual 273 10 79.0% 14
Transfer out 353 15 83.0% 17
quotation
Transfer-out actual 337 12.5 91.0% 15



https://www.lgpsmember.org/
https://islington.gov.uk/IslingtonCouncilLGPS

Transfer-out actual 2 30 100.0% 24
(Non-Public Sector)
Refunds 78 10 97.0% 12

Starters 915 30 85.0% 31

Over the period, the Pensions Administration Staff completed 3,444 key processes, just over a 15%
increase on the performance last year.

The table below shows the number of members opted in and auto enrolled into the LGPS in 2024/2025.

Year Auto-Enrolment/Opt Ins Opt Outs Opt Outs %
2024/2025 1031 116 11.25
Contacts

If you have any enquiries or wish to know more about your own pension benefits position, please
contact the Pensions Office at:

The Pension’s Office, 222 Upper Street, London N1 1XR
Telephone: 020 7527 2170/8103/2849/1757



Type Of Query

Email Enquiries

New joiners

gabriella.stanley@islington.gov.uk;
lauren.tanner@islington.gov.uk;

Transferring in your pension

gabriella.stanley@islington.gov.uk;
lauren.tanner@islington.gov.uk;

Transferring out your pension

ali.sari@islington.gov.uk;
douglas.mogekwu@islington.gov.uk;

Refunds

ama.danso@islington.gov.uk;
eva.trindade@islington.gov.uk;

Retirements

shahid.daudi@islington.gov.uk;
sal.ghani@islington.gov.uk;
romel.senior-walcott@islington.gov.uk;

Pension sharing on divorce

douglas.mogekwu@islington.gov.uk;
partricia.assam@islington.gov.uk;

Notify us of a death

sarah.watts@islington.gov.uk;
algie.theodoric@islington.gov.uk;
kelly.thompson@islington.gov.uk;




6: Democratic arrangements

6.1 Pensions Committee

In 2024/25 the Pensions Committee were responsible for all decision making on pensions matters and
stewardship of the pension fund. The Chair and Members of the committee are:

Membership Substitutes

Clir Paul Convery (Chair) ClIr Jenny Kay
Clir Dairmaid Ward (Vice Chair) Clir Sara Hyde

Clir Satnam Gill OBE

Clir Mick O’Sullivan

Clir Ben Mackmurdie

Other Representatives:

Four trade union observers

Pensioner representative Valarie Easmon-George
Observer from an ‘admitted body’(vacant)

Fund Investment Advisors:
Mercer
Apex (formerly MJ Hudson Allenbridge)

Fund Actuary:
Mercer

Fund Legal Advisor
Internal Legal Department/Osborne Clark

Fund Custodian:
BNY Mellon

Performance Monitoring:
BNY Mellon

Corporate Governance Research and Voting Advice Service:
Pension Investments Research Consultants

Fund AVC Providers



Equitable Life, Prudential, Phoenix Life

Fund Auditors
KPMG

Bankers
Barclays Bank

6.2. Islington Council Local Pension Board

In accordance with the Public Service Pensions Act 2013, the Islington Council Local Pension Board
(ICLPB) was established on 1 April 2015 for the purposes of assisting the Pensions Sub-Committee:

¢ to secure compliance with the LGPS Regulations and other legislation relating to the governance and
administration of the LGPS, and the requirements imposed by the Pension Regulator in relation to the
LGPS; and

¢ to ensure the effective and efficient governance and administration of the LGPS

The membership of the board is as follows:

George Sharkey, GMB Member representative- Chair

Cllr Una O'Halloran (July’24- October ‘24) Employer representative-Vice Chair
Mike Calvert, Unison Member representative

Valarie Easmon George Retired members representative
Ian Shipley Employer representative

Alan Begg Independent member

The Board’s terms of reference were reviewed after training and consultation in April 2024, and specify
that the Board shall meet quarterly (as a minimum) and normally 10 days after the Pensions Committee,
to enable the Board to scrutinise decisions taken by the committee and share their comments to the
Chair. Since 2019 Board members have been meeting quarterly.

For the municipal year 24/25, the Board met on 31t July 2024, 7t" October 2024, 10" December 2024
and 25" March 2025. Members receive copies of the agenda and reports of the Pensions Committee and
vice versa. Board members are invited to attend Pensions Committee meetings as observers. The Chair
of the pension Committee presents a summary of decisions of their last meeting.



6.3 Activities of the Board
(i) Members have agreed work programme for their meetings. The objectives are as follows:

To ensure accurate record keeping, data quality and improvements
e To ensure Governance Compliance Statement sets out delegation, function and structure
To ensure Fund has the appropriate policies in place to safeguard the Fund'’s assets through
appropriate methods of risk management
To ensure members have the necessary skills knowledge and understanding
The General Data Protection Regulation (GDPR) is upheld
To ensure the effective and efficient governance and administration of the Scheme
That the Pension board are able to make recommendations on Statutory and non-statutory
policies and strategies
o Self-Assessment review of the effectiveness of the Board

(ii) Risk register was reviewed quarterly, and board oversaw improvements, design and reporting of new
risks

(iii) Pension board reviewed all Audit investigations of fraud in pensions

(iv) The board reviewed pension administration KPIs, and received Scheme Advisory Board updates
quarterly

(v) The board received a training session on The TPR General Code and reviewed the Fund’s action plan
to meet the best practise.

(vi) They managed the communications by the Pensions team, to engage staff to register and us the
IPortal — pension self-service.

(vii) They reviewed the draft pension statement of accounts income and expenditure for 2024/25
(viii) They also reviewed pension administration annual cashflow forecast and 3-year budget forecast

(ix) The board also documents board members training during the quarter.

Copies of minutes and agenda items can be found on the Council external website

Islington Council - Democracy



https://democracy.islington.gov.uk/ieListMeetings.aspx?CId=329&Year=0

/. Funding of the pension scheme

Accounts for the year ended 31 March 2025 - Statement
by the Consulting Actuary

This statement has been provided to meet the requirements under Regulation 57(1)(d) of The Local
Government Pension Scheme Regulations 2013.

An actuarial valuation of the Islington Council Pension Fund was carried out as at 31 March 2022 to
determine the contribution rates with effect from 1 April 2023 to 31 March 2026.

On the basis of the assumptions adopted, the Fund'’s assets of £1,787 million represented 96% of the
Fund'’s past service liabilities of £1,866 million (the “Solvency Funding Target”) at the valuation date.
The deficit at the valuation was therefore £79 million.



£1,866m

£1,787m
2,000
main-title
1,000
£79m
0~ '
Assets Liabilities Deficit

The valuation also showed that a Primary contribution rate of 18.4% of pensionable pay per annum was
required from employers. The Primary rate is calculated as being sufficient, together with contributions
paid by members, to meet all liabilities arising in respect of service after the valuation date.

The funding objective as set out in the FSS is to achieve and maintain a solvency funding level of 100%
of liabilities (the solvency funding target). In line with the FSS, where a shortfall exists at the effective
date of the valuation a deficit recovery plan will be put in place which requires additional contributions to
correct the shortfall. Equally, where there is a surplus, it may be appropriate to offset this against
contributions for future service, in which case contribution reductions will be put in place to allow for
this.

The FSS sets out the process for determining the recovery plan in respect of each employer. At the
2022 actuarial valuation the average recovery period adopted was 16 years. The total recovery payment
(the “Secondary rate” for 2023/26) was, on average, an addition of approximately £5.1m per annum
(which allows for the contribution plans which have been set for individual employers under the
provisions of the FSS), although this varies year on year.

Further details regarding the results of the valuation are contained in the formal report on the actuarial
valuation dated March 2023.

In practice, each individual employer’s position is assessed separately and the contributions required are
set out in the report. In addition to the certified contribution rates, payments to cover additional
liabilities arising from early retirements (other than ill-health retirements) will be made to the Fund by
the employers.



The funding plan adopted in assessing the contributions for each individual employer is in accordance
with the Funding Strategy Statement (FSS). Any different approaches adopted, e.g. with regard to the

implementation of contribution increases and deficit recovery periods, are as determined through the
FSS consultation process.

For past service liabilities For future service liabilities

(Solvency Funding (Primary rate of
Target) contribution)
Rate of return on investments (discount 4.65% per annum 5.10% per annum
rate)
Rate of pay increases (long term) 4.60% per annum 4.60% per annum
Rate of increases in pensions 3.10% per annum 3.10% per annum

in payment (in excess of GMP)

The assets were assessed at market value.

The next triennial actuarial valuation of the Fund is progressing as at 31 March 2025. Based on the

results of this valuation, the contribution rates payable by the individual employers will be revised with
effect from 1 April 2026.



Actuarial Present Value of Promised Retirement Benefits for the Purposes of IAS 26

IAS 26 requires the present value of the Fund’s promised retirement benefits to be disclosed, and for this
purpose the actuarial assumptions and methodology used should be based on IAS 19 rather than the
assumptions and methodology used for funding purposes. The assumptions adopted are shown in Appendix B.

The movement in the value of the Fund'’s promised retirement benefits for IAS 26 is as follows:

Start of period liabilities

Interest on liabilities £94m
Net benefits accrued/paid over the period* (£23m)
Actuarial (gains)/losses (see below) (£283m)

End of period liabilities

*this includes any increase in liabilities arising as a result of early retirements

Key factors leading to actuarial gains above are:

. Change in financial assumptions: Corporate bond yields increased over the year, with a
corresponding increase in discount rate from 4.9% p.a. to 5.8% p.a. The long-term assumed CPI is slightly
lower at the end of year than it was at the start of year. In combination, these factors lead to a significant
reduction in liabilities (c£275m reduction).

. Change in demographic assumptions: As noted in appendix B, the mortality assumptions have
been updated to reflect the latest mortality tables and future life expectancy improvement model. This acts to
slightly reduce the liabilities (c£6m reduction).

. Pension increases / inflation experience: The figures allow for the impact of actual CPI
experienced over the year compared to the start of period assumption (experience to September 2024 fed into
the April 2025 pension increase of 1.7%, and actual inflation from that point will feed into the 2026 increase).
As inflation over the year was a little lower than the long-term assumption, this slightly decreases the liabilities
(c£2m reduction).

Michelle Doman Clive Lewis
Fellow of the Institute and Fellow of the Institute and
Faculty of Actuaries Faculty of Actuaries

Mercer Limited
May 2025
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8: Summary of financial report

8.1 Income and expenditure for 2024/25
2024/ 25 Draft Statement of Accounts

The draft pension fund accounts were finalised and published on 17t June 2025, with working papers now
being compiled to be handed to the auditors. The audit will commence and conclude before it is approved
by Audit Committee. The main highlights include:

e Anincrease in net assets of £77million to £2,038million.

e Employees’ contributions totalled £17.6million compared to £16.5million in 2023/24. This is in part due
to the pay increases for staff in 2024/25.

e Employers’ contributions including deficit contributions amounted to £48.3million compared to the
£62.2million in the previous year. This was mainly because the Council following its 2022 Actuarial
review paid its 3year deficit lump sum upfront in year one of 2023/24.

e Pensions paid totalled £66.4million compared to £60.4million in 2023/24. The increase was mainly due
to the annual pension increase of 6.7%.

e Investment management fees including charges on pooled funds where fees are deducted at source, on
both private and public portfolio are shown in the accounts as £12.4million to give transparency on cost
compared to 10.9million in 23/24. The differences were driven by increase in assets values.

® As at 31 March 2025, £81.2million income (excluding investment income) was received against an
expenditure of £109.9 million. The other drivers apart from pension payments were leavers’ transfer and
lump sum payments. This means that the fund in year contributions and investment income was used to
meet benefits payable.
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9: Statement of Responsibilities

Statement of Responsibilities for the Statement of Accounts
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10: More information and comments

More information about the pension fund is on Islington Connect Pensions (sharepoint.com)

or externally Council pension scheme | Islington Council

If you have any questions or comments, please contact the pensions fund team

Email: pensions@islington.gov.uk

Telephone: 020 7527 2382

By post: Pensions and Treasury
Resources Department
Islington Council
222 Upper Street
London

N1 1XR
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https://islingtoncouncil.sharepoint.com/sites/IslingtonConnect_PayRewardsandBenefits/SitePages/Pensions.aspx
https://www.islington.gov.uk/jobs-and-careers/council-pension-scheme
mailto:pensions@islington.gov.uk
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