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Introduction

On behalf of the London Borough of
Lambeth Pension Fund, | am pleased to
present our Stewardship Report for the year
ending 31 March 2025. Excellence in
stewardship, meaning responsible long-term
investing on behalf of our members, remains
central to our Fund’s mission and our ability
to secure pension promises.

This year, Lambeth is proud to be one of the
very few local government pension funds
accredited as a signatory to the Financial
Reporting Council’s UK Stewardship Code
2020. We first earned this status in 2021,
and maintaining it each year is a testament
to the high standards we uphold in
responsible investment and governance.
Such recognition does not come easily, and |
want to acknowledge the hard work of our
pension fund officers and advisers whose
diligence in evidencing our activities and
continuous improvement has been critical to
meeting the Code’s rigorous requirements
and keeping us at this exemplary level.

Our commitment to sustainability and
accountability remains unwavering and over
the past year we have taken bold steps to
strengthen our approach to responsible
investment. We reinforced our climate
strategy - our target to reach net zero by
2040 and remove fossil fuel holdings from
the portfolio —and we began the work
needed to align our reporting with emerging
best practices in climate disclosures, keeping
one watching eye on the horizon for nature-
related and social disclosures too.

At the same time, we continue to innovate
and collaborate; Lambeth has worked with
fellow investors through new sustainable
investment partnerships and industry
initiatives to drive positive change, ensuring
that our Fund’s assets contribute to a better

world even as they deliver long-term returns.

We know the decisions we make today, as
long-term stewards of capital, will shape the
legacy we leave for future generations of our
members and the wider community. This
perspective keeps us focused on the long
view and the responsible outcomes we want
to achieve.

| invite you to explore this report and see
how we continue to strive for excellence in
stewardship. By concerted engagement and
working together, we protect and grow the
Pension Fund in a way that is financially
prudent, socially responsible, and true to our
values. Lambeth’s commitment to proactive,
conscientious stewardship remains stronger
than ever, and | welcome you to keep
challenging the ambitions of the Committee,
working toward a sustainable future for the
Fund and to investing in a world that today’s
savers and tomorrow’s pensioners see the
value of retiring into.

Councillor Martin Bailey

Chair — London Borough of Lambeth
Pensions Committee
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1.1 The purpose of the London Borough of

1.2

Lambeth Pension Fund is to provide
retirement benefits to over 22,000
active, deferred and pensioner members
who are or have previously been in paid
employment for the London Borough of
Lambeth and other participating bodies
in the Fund. Administered by the London
Borough of Lambeth, the Fund is
governed in part by the policies and
procedures of the council as prescribed
in its constitution but operates as a
separate entity as a statutory funded
public service pension scheme and, as
such, must also adhere to separate rules
and regulations specific to the Local
Government Pensions Scheme (LGPS).

Within the LGPS each administering
authority is responsible for managing its
own Fund on behalf of all Fund
employers and beneficiaries. How an
authority delegates its LGPS function is
largely a matter for each authority, and
as most administering authorities are
local authorities, they largely operate in
accordance with local government law.
The specific structure and delegations of
authority within the Lambeth Pension

1.3

14

Fund is set out elsewhere in this report,
but much of the culture of the Fund is
influenced by that of Lambeth Council,
its elected members, and its officers.

As set out in the Fund’s Investment
Strategy Statement (ISS), good
stewardship is seen as integral to being a
responsible investor in both the financial
and ethical sense. Effective stewardship
requires not only reliable data, robust
internal systems, and resource capacity
and integration, but also leadership, a
willingness to speak out, transparency
and a commitment to developing long-
term relationships and collaborations.

The Fund’s ISS sets out the approach
taken to stewardship, with an
investment strategy that aims to
maximise returns at an acceptable level
of risk taking into consideration the
circumstances of the Fund, underpinned
by sound corporate governance and the
promotion of corporate responsibility
with the managers in which the Fund
invests. By engaging with the Fund’s
managers and other stakeholders, and
partnering with other pension funds and
investors, the Fund can leverage its

1.5

a)

b)

power and that of fellow institutional
investors to drive change in company
behaviour and better meet the interests
of the Fund’s beneficiaries.

The Fund’s approach to stewardship is
driven by a set of investment beliefs
which focus on risk, investment strategy,
active management, and the integration
of Environmental, Social and Corporate
Governance (ESG) issues.

A long-term approach to investing is
appropriate and, moreover, an
advantage. Managing risk is a complex
and multidimensional task, but no more
risk will be taken than is deemed
necessary and risk mitigation will be
prioritised according to the size of the
potential impact. As the funding level of
the Fund improves, there will be less of
a need to take as much risk with the
Fund’s strategic asset allocation.

The Pensions Committee believes that
the most important decision for the
Fund is the setting of the strategic asset
allocation; having access to long-term
income streams that add value to the



d)

Fund; and as the Fund matures, ensure

cashflow considerations have a greater

impact on the Fund’s strategic decision-
making.

The Committee believes that active
managers can add value but that there
is a greater opportunity for active
managers to add value in less efficient
markets. There are also limited passive
options in some alternative asset
classes, which again provides a greater
opportunity for active managers to add
value.

ESG issues can have a material impact
on long-term risk and return outcomes;
considering these issues is consistent
with the fiduciary duty of the Pensions
Committee. The Committee believes in
engagement over exclusion and that
active ownership helps the realisation
of long-term shareholder value. Taking
a collaborative approach with other
investors can help to achieve wider and
more effective outcomes, all the while
remaining transparent and accountable
to the Fund’s members.

1.6

The approach taken to date has seen
long-term investment performance
achieve higher returns than required by
the actuarial discount rate and strong
improvements to the funding level,
despite short-term underperformance
against benchmark expectations, whilst
also addressing ESG concerns in a way
that leaves the Fund in a strong position
as it continually works to develop and
implement more specific ESG policies.

The Fund’s investments achieved a
return of approximately 1.0% in the
year ending 31 March 2025 against a
benchmark of 3.2%, and returns of 0.0%
in the three-year period and 5.6% in the
five-year period (against benchmarks of
3.2% and 7.2% respectively).

The estimated funding level of the Fund
as at 31 March 2025 was 121%, with a
surplus of approximately £320m. This
represents an improvement on the
funding level calculated as part of the
31 March 2022 triennial actuarial
valuation, which was 96% with a deficit
of £79m. The latest actuarial valuation
calculated as at 31 March 2025 is due
for completion in early 2026.

The Fund’s estimated exposure to fossil
fuel investments as at 31 March 2025
was 0.33% of the total Fund.
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2.1

2.2

Principle 2: Governance, Resources, and Incentives

Lambeth Council is the administering
authority for the London Borough of
Lambeth Pension Fund. Within its
constitution, the council has delegated
responsibility for the Fund to the
Pensions Committee.

The Fund is governed by the Pensions
Committee as the principal decision-
making body with responsibility for all
Fund matters including governance,
investment and funding strategies,
accounting, employer and scheme
member engagement, communications,
and administration. The Pensions
Committee delegates the day-to-day
running of the Fund to officers; the
Corporate Director of Resources, as the
council’s Chief Finance Officer
responsible for the financial affairs of
the council in accordance with Section
151 of the Local Government Act 1972,
has overall delegated powers for the
management of the Fund, reporting
directly to the Chief Executive.

2.3

2.4

2.5

The Pensions Board sits in an advisory
role to the Fund independent of the
Pensions Committee, assisting the
council in securing compliance with the
relevant regulations relating to the
administration and governance of the
scheme.

The council’s Treasury and Pensions,
and Payroll and Pensions Teams are
responsible for the day-to-day
management and oversight of assets
including implementation of the ISS,
and the administration of the Fund.
Following the creation of the London
Collective Investment Vehicle (LCIV) in
2015, the pool company provides
investment products, analysis and
advice to support implementation of
the ISS and the pooling of Fund assets
with those of the other London
boroughs who are part of the pool.

There are strict rules around the
governance of the Fund as set out by
legislation that applies to all LGPS
funds; the Fund reports in detail on how

2.6

it adheres to those rules every year in
the Annual Report, as well as publishing
all Fund governance policies which are
available on the Fund’s website at the
following link: www.lgpslambeth.org.

The following sections provide further
information on how the Fund is
structured, how decisions are made,
and how it is governed in a way that
makes for effective stewardship of Fund
activities. The council’s constitution sets
out the Terms of Reference for both the
Pensions Committee and Pensions
Board, as well as the relevant schemes
of delegation that dictate the roles and
responsibilities of senior officers of the
Fund. Although there are Fund-specific
policies and procedures in place, the
council’s policies also apply to the main
bodies overseeing Fund operations
where not superseded by the Fund’s
policies.
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http://www.lgpslambeth.org/

2.7

2.8

For example, the council’s health and
safety policies, whistleblowing policy
and equalities and diversity policies will
all apply to the Fund and those who
represent it as employees or elected
members of the council. The equalities
and diversity policy in particular informs
the council’s Borough Plan and wider
ambitions around strengthening
equality and diversity and delivering
inclusion, and ensures those employed
by the council and working for the Fund
not only represent a wide and diverse
workforce but are also passionate about
upholding those standards.

A summary of the main functions and
responsible bodies that influence the
operation of the Fund is shown in the
table opposite, with additional
information on the Fund’s main internal
bodies in the following sections:

Function

Body

Policy and Objective
Setting

Implementation

External Policy Bodies and
Regulators

Pooling Vehicle

e London Borough of Lambeth (administering authority)
e Pensions Committee (decision making)
e Pensions Board (non-decision making)

e Treasury and Pensions Team
e Payroll and Pensions Team
e Fund Employers

e Ministry of Housing, Communities and Local
Government (MHCLG)

e LGPS Scheme Advisory Board (SAB)

e The Pensions Regulator (TPR)

London CIV Ltd, governed by:

e Executive Committee

e London CIV Board (including Remuneration &
Nomination Committee, Investment Oversight
Committee and Compliance Audit & Risk Committee)

e Shareholder Committee
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2.9

2.10

LONDON BOROUGH OF LAMBETH

The London Borough of Lambeth is the
administering authority of the Fund and
the largest employer. The Council is the
supreme political body of the London
Borough of Lambeth made up of sixty-
three elected councillors. The Cabinet is
the main executive decision-making
body of the council comprising ten
Cabinet Member portfolios including
the Leader of the Council; the Pension
Fund falls under the remit of the
Cabinet Member for Finance.

The London Borough of Lambeth
discharges the council’s functions in
relation to the Pension Fund through
the Pensions Committee. In addition, as
the officer responsible for the proper
administration of the council’s financial
affairs (pursuant to Section 151 of the
Local Government Act 1972) the
Corporate Director of Resources is
authorised to act on behalf of the
council in all pensions matters which
includes the provision of advice to the
Pensions Committee, the administration
of actuarial valuations and the
implementation of contribution rates as
approved by Council and in consultation
with the Cabinet Member for Finance.

2.11

2.12

2.13

THE PENSIONS COMMITTEE

The Pensions Committee is a non-
executive decision-making body of the
London Borough of Lambeth,
responsible for ensuring the Fund is
properly operated in accordance with
all relevant regulations and best
practice as advised by The Pensions
Regulator, LGPS Regulations, the
Scheme Advisory Board, the Ministry of
Housing, Communities and Local
Government (MHCLG) and the
Chartered Institute of Public Finance
and Accountancy (CIPFA) and,
ultimately, to ensure the Fund is able to
pay pension benefits as and when they
fall due.

The Pensions Committee is made up of
eight members (akin to “trustees”).
There are five elected members as
employer representatives and three co-
opted scheme member representatives
comprising one member of staff of the
London Borough of Lambeth (as the
largest employer), one pensioner
member, and one Trade Union
member; all have full voting rights.

The employer representatives, being
elected Lambeth councillors, are

confirmed and ratified at an annual
meeting of full Council, whilst the
member representatives are elected by
a ballot of members of the Fund or
nominated by a Trade Union. Members
usually serve a term of at least four
years.

2.14 The positions of Chair and Vice-Chair of

2.15

the Committee are held by councillors
appointed by the London Borough of
Lambeth, and are usually held for a
period of two years with each then
taking the other’s position.

At the start of the municipal year in
May 2024 several changes were made
to the councillor membership of the
Committee which saw the vice chair
promoted to Chair, the departure of
two members, and the appointment of
three new members. The staff employer
representative was also replaced due to
leaving the council’s employment. All
new members received induction
training, whilst the Fund’s risk register
was updated accordingly to recognise
the risks that arise from knowledge loss.
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2.16

2.17

Advisers to the Pensions Committee

The Fund is supported by a core group
of key advisers who assist with its
stewardship activities, and during the
annual cycle all will usually be invited to
relevant Pensions Committee meetings.
The Fund’s current advisers in relation
to its stewardship approach are as
follows:

Investment Advisers — Mercer
Actuarial Advisers — Hymans Robertson
External Audit — Forvis Mazars

Internal Audit — BDO

Custodian — Northern Trust

THE PENSIONS BOARD

The Pensions Board is a non-decision-
making body operating independently
of the Pensions Committee. Its function
is to assist the London Borough of
Lambeth, in its role as administering
authority, to secure compliance with all
relevant pension regulations and other
legislation relating to the governance
and administration of the scheme, any
requirements imposed by the Pensions
Regulator, and to ensure the effective
and efficient governance and
administration of the scheme.

2.18

2.19

2.20

2.21

The Pensions Board is made up of six
members. There are three elected
members as employer representatives
and three scheme member
representatives comprising one
member of staff of the London Borough
of Lambeth, one pensioner member,
and one Trade Union member; all have
full voting rights.

The employer representatives are
confirmed and ratified at an annual
meeting of full Council, whilst the
member representatives are elected by
a ballot of members of the Fund or
pensioners of the Fund or nominated by
a Trade Union. Members usually serve a
term of at least four years.

The positions of Chair and Vice-Chair
are appointed by members of the Board
for two years and will usually rotate
between an employer and member
representative. At the end of the Chair’s
tenure, the post will usually be filled by
the Vice-Chair.

During the year there was one change
to Board membership when the
previous Trade Union representative
resigned in April 2024; their

2.22

2.23

replacement was appointed in June
2024.

Throughout 2024/25 the Pensions
Board has overseen the governance of
the Fund by way of regular updates at
meetings and the review of a wide
range of matters including the Fund’s
administrative performance, its risk
register, developments and changes to
the Fund’s investment strategy, and
progress made following the 2022
actuarial valuation process. The Board
holds the Pensions Committee
accountable for its decision-making, and
can make recommendations to, and
request information from, the
Committee, officers, and other
stakeholders as part of its role to ensure
compliance with regulations and Fund
policies.

During 2024/25, any requests made by
the Board directed to the Pensions
Committee, or any feedback on
decisions taken, were submitted to the
Pensions Committee Chair via officers
and, depending on the issue, were
either addressed by the Chair at the
earliest opportunity or discussed at
Committee. Requests made to officers
or other stakeholders are responded to
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2.24

2.25

at the earliest opportunity between
official Board meetings.

TREASURY AND PENSIONS TEAM

The Treasury and Pensions Team have
responsibility for the day-to-day
running of the Fund, primarily from the
investment and governance
perspective, under delegated authority
from the Corporate Director of
Resources and reporting directly to the
Director of Finance (Deputy S151
Officer). The team structure is made up
of four members of staff, employed by
the London Borough of Lambeth and
based in Brixton. Howeuver, as result of
staff departures and changing job roles,
a number of interim officers occupied
posts within the team as at 31 March
2025. The team structure is currently
being reviewed by an external third
party as part of a wider governance
review of the Fund, expected to be
concluded and implemented by 31
March 2026.

The team serves the Pensions
Committee and works on all issues of
governance, finance, and investment,
responsible for the monitoring and
reporting of stewardship activities
undertaken by the Fund (further

information on stewardship integration
is available under Principle 7 later in this
report). The current team has a range of
backgrounds, the majority having been
recruited from the public sector, and
have long-standing pension accounting
and investment expertise including
membership of relevant professional
bodies such as CIPFA.

PAYROLL AND PENSIONS TEAM

2.26 The Payroll and Pensions Team has

responsibility for all matters relating to
day-to-day Fund administration and the
processing of member benefits, and
also works on matters relating to Fund
stewardship including drafting and
updating Fund specific policies,
reporting on administration activity to
the Pensions Board, and engaging with
the Fund’s members. The team of
thirteen is led by the Assistant Director
of Payroll and Pensions, under
delegated authority from the Corporate
Director of Resources and reporting
directly to the Director of Finance
(Deputy S151 Officer).

2.27 The Team has a range of backgrounds,

the majority having been recruited from
the public sector with long-standing
pensions administration experience and

2.28

membership of relevant professional
bodies. Some members of the team
have been recruited internally due to
their knowledge of Lambeth’s finance
procedures, policies, and administration
practices.

TRAINING AND PERFORMANCE
MEASUREMENT

The Fund maintains a Training Policy
which applies to the Pensions
Committee, Pensions Board, and all
officers involved in the running of the
Fund, recognising that effective
management, governance and decision-
making can only be achieved where
those involved have the requisite skills
and knowledge to discharge their
respective responsibilities. The Policy is
aligned with the “Code of Practice on
LGPS Knowledge and Skills”, and the
“Knowledge and Skills Framework for
LGPS Committee Members and LGPS
Officers”, both published by the
Charted Institute for Public Finance and
Accountancy (CIPFA) in 2021. It is
reviewed and updated on an annual
basis, and was approved by the
Pensions Committee in July 2024 for the
2024/25 financial year.
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2.29

2.30

The Policy sets out the minimum
expected standards of knowledge, the
methods through which training may be
delivered, and how progress will be
monitored, and incorporates a Training
Plan that sets out a suggested
programme of internal training sessions
to be delivered over the course of the
year. These sessions are based on the
annual Fund Business Plan such that
training aligns with the workplan for the
year and is relevant to the business of
the Committee.

In addition, officers regularly undertake
a skills audit of the Pensions Committee
and Board to identify where members
may feel less knowledgeable or
confident; this can then be directly
addressed through training, either
inhouse or externally. The last skills
audit was undertaken in September
2024 based on the CIPFA Knowledge
and Skills Framework, and identified a
significant loss of knowledge and skills
compared to the previous audit
undertaken in December 2021. Several
areas for focus were identified including
general Fund governance
arrangements, relevant legislation,
procurement and contract
management, and actuarial

2.31

2.32

methodology and assumptions. Most of
the training needs identified could be
met through a mix of self-learning,
which members are actively
encouraged to undertake, or specific
training sessions (as in the case of
actuarial valuation training which was
built into the Training Plan). An updated
audit will be carried out once the new
membership has had time to settle into
their roles.

Internal training is resourced either
from the Fund’s advisors or actuary on a
guoted fee basis, from fund managers
where specific asset training is required
and can be tailored to the unique
circumstances of the Lambeth Fund, or
from the LCIV who offer training either
on an individual Fund basis or for all
client Funds in the pool. These sessions
are in addition to the numerous
external training opportunities and
events which are recommended to
members at each and every Committee
and Board meeting.

The Fund reports on the training of its
Committee and Board members at
every meeting in a training log which, in
the interests of transparency, clearly
identifies which members have

2.33

2.34

attended training over the relevant
period.

In February 2023 the Fund subscribed
to the Hymans Robertson LGPS Online
Learning Academy (LOLA,) an online
modular learning resource for members
to develop their skills and knowledge
around all aspects of Fund stewardship.
The platform contains nine modules on
various topics related to the LGPS, from
pensions governance and
administration to financial markets and
product knowledge and allows
members to test their knowledge upon
completion of the modules. The
completion status of the modules is
included in the training log presented at
Committee and Board meetings.

Fund officers, as employees of the
London Borough of Lambeth, are
subject to the learning, development,
and performance management systems
in place at the authority. As part of the
performance management cycle,
officers receive an annual appraisal
where individual development and
work-specific objectives are discussed
and agreed for the year ahead; the
appraisals serve to highlight how
officers can integrate good stewardship
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into their day-to-day work activity and
build this into annual objectives; for
example, by monitoring compliance to
regulations through submission of
quarterly and annual returns, through
regular engagement with the Fund’s
investment managers, and through
regular review of the Fund’s investment
strategy against its stewardship
objectives.

STO
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Principle 3:
Conflicts of
Interest




3.1

3.2

3.3

Principle 3: Conflicts of Interest

A conflict of interest is a financial or
other interest which is likely to
prejudice a person’s exercise of
functions, although it does not include a
financial or other interest arising merely
by virtue of a person being a member of
the LGPS or the Lambeth Pension Fund.

By way of example, a conflict of interest

may arise when a member of the

Pensions Board, in fulfilling their legal

duty to assist the administering

authority, has at the same time a 3.4
separate personal interest (financial or
otherwise) or other specific

responsibility which gives rise to a

possible conflict with their statutory

role as a member of the Board.

Actual conflicts of interest are not

permitted within the LGPS as it is

unlikely these can be managed

appropriately to prevent the conflict 3.5
from having an impact. Members of the
Pensions Committee and Board that

declare a conflict of interest in relation

to a particular matter may not

participate in any decision-making or
vote on that matter. Anyone with a
conflict of interest may not be
appointed to the Pensions Board and
may be required to resign if they are 3.6
already a member of the Board. As an
additional mitigation against the risk of
conflicts of interest, councillors who are
members of the Pensions Committee
are excluded from serving on the Board,
and vice versa.

Managing conflicts of interest is vital to

every pension scheme, and at Lambeth

both the Pensions Committee and

Pensions Board receive appropriate

training on identifying and reporting

conflicts of interest and must formally

declare at each meeting any potential

conflicts per the Lambeth Council 3.7
Member Code of Conduct.

Members of the Pensions Committee
and Pensions Board are subject to the
Member Code of Conduct as stipulated
in the constitution of Lambeth Council.
The Code of Conduct is set out in
accordance with the provisions of the

Localism Act (2011), committing
members to adhere to several statutory
principles as well as the Seven Principles
of Public Life (the ‘Nolan Principles’).

Officers of the Fund, as employees of
Lambeth Council, are subject to the
Officers’ Code of Conduct as set out in
Lambeth Council’s constitution and to
the terms and conditions of their
contracts of employment. As a
condition of working for the council,
officers are required to declare any
relationships, interests, or memberships
of other bodies that may give rise to a
conflict with their employment by the
council and must make an annual
declaration to abide by the Code of
Conduct.

In line with the requirements of the
Public Service Pensions Act (2013) and
the Pension Regulator’s General Code
of Practice, the Pensions Board has
adopted a separate Conflicts of Interest
Policy which clarifies the definition of a
conflict of interest and how conflicts
should be managed and monitored. The
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3.8

3.9

3.10

three-stage approach to managing
conflicts of interest includes:

identifying potential conflicts
monitoring potential conflicts
managing potential conflicts

The Board should cultivate a culture of
openness and transparency and in
doing so members should identify and
evaluate any potential conflicts of
interest with the role of the Board itself
or with specific items on the Board’s
work programme. Members will declare
any conflict of interests at the start of
every Board meeting where they will be
recorded on the register of interests
together with the appropriate action
taken to manage the conflict; this may
include a member withdrawing from
discussions or resigning from the Board
if the conflict is so fundamental that it
cannot be managed in any other way.

The Board’s Conflicts of Interest Policy
is available at the following link:
https://www.lgpslambeth.org/resource
s/conflicts-of-interest-policy/

In 2024/25 there were no potential or
actual conflicts of interest identified

3.11

that related to stewardship and which
needed managing.

MANAGING POTENTIAL INVESTMENT
CONFLICTS

The Fund’s Investment Strategy
Statement (ISS) was updated in
November 2023 following the
completion of the 2022 actuarial
valuation, and was expanded to further
explain how conflicts are managed in
relation to the Fund’s stewardship,
particularly with regards Fund
investments and employers, to include
at least the following:

As an investor in pooled assets, the
Fund does not select the underlying
companies it invests in. The Pensions
Committee, with the assistance of its
advisers, appoints asset managers to
manage the Fund’s assets in various
strategies according to the investment
strategy, and those managers then
select the underlying companies best
suited to deliver their strategies’
objectives. The Fund does however
expect its managers to engage with the
underlying companies on its behalf in a

way that supports the Fund’s strategy
and escalate any concerns accordingly.

In undertaking its stewardship activities,
the Fund will act in line with its ISS and
will not be influenced by the regulatory
actions of scheme employers.

3.12 The Fund is also aware of the policies

and processes in place for managing
conflicts of interest within the London
CIV (LCIV) and monitors adherence to
these through the LCIV’s reporting
framework; where conflicts arise and
are of material risk to the Fund, officers
will engage with the LCIV to understand
the conflict and the processes in place
to manage it, reporting it to the
Pensions Committee and Board at the
earliest opportunity.

3.13 The Fund will review how it manages

potential investment conflicts when it
updates its investment strategy
following the conclusion of the 2025
actuarial valuation exercise.
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4.1

4.2

Principle 4: Promoting Well-Functioning Markets

APPROACH TO RISK

Lambeth Pension Fund recognises that
effective risk management is an
essential element of good stewardship,
and by identifying and managing risks
through an effective policy and risk
management strategy it is able to
minimise the risk of adverse conditions
on the Fund, identify and maximise
opportunities that may arise, and
support innovation and continual
development to address market and
systemic risks. In its management of
risk, the Fund has regards to CIPFA
guidance on managing risk in the LGPS
and the Pension Regulator’s Code of
Practice.

The Fund has adopted a Risk
Management Policy and Statement that
clearly sets out the risk philosophy of
the Fund and its appetite for risk, how
risk management is implemented and
integrated into the day-to-day activities
of the Fund, and the responsibilities for
risk management within the Fund. To
help identify, analyse, and evaluate risk
the Fund maintains a risk register which
lists each identified risk relevant to the

4.3

4.4

Fund, the impact of the risk on
outcomes and benefits, and the
responsible owner of that risk; it then
assigns a risk rating to assess the
likelihood of a risk occurring and the
impact it would have on the Fund. Risks
are RAG rated (Red-Amber-Green)
based on their combined score to
highlight those that require close
ongoing attention and/or are of greater
risk to the Fund. Red and amber risks
are highlighted at Board and Committee
meetings, as well as any changes to risk
ratings between meetings.

Mitigating actions are suggested and
risks monitored on an ongoing basis to
determine the effectiveness of those
actions, if the desired outcomes have
been achieved, and what lessons can be
learned for the future assessment and
management of risk.

In 2024/25 the risk register was
presented to the Pensions Committee
at two of its four meetings, and at all
four meetings of the Pensions Board.
The Pensions Board provide comment

4.5

and input to the management of risks
and can make recommendations to the
Pensions Committee for action. The
Pensions Committee have ultimate
responsibility for the monitoring of risks
and, in its updates to the Committee,
officers flag any changes made to the
register for new risks, changes to risk
ratings, or the successful
implementation of mitigating actions.

Amendments were made to risk ratings
throughout the year to reflect changing
circumstances; as at 31 March 2025
there were no red rated risks and six
amber risks on the register (out of
twenty-six). These included:

The risks that insufficient knowledge
and experience of the Committee could
lead to poor decision-making, given the
wide-ranging changes to membership
during the year;

The risk that pay and price inflation
continues to be higher than expected
and the associated impacts of this on
Fund liabilities and cashflows;
Investment risk associated with a
volatile market environment;
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4.6

Investment underperformance as a
result of poor implementation
decisions, investment manager
decision-making, or wider market
uncertainties and the impact of this on
the Fund’s funding level;

Climate change and specifically the risk
that the Fund’s decarbonisation plans
do not result in the 2040 net zero target
being achieved; and

The risk that the Fund’s 2024/25
statement of accounts will be qualified
by the external auditors on the basis
that the 2023/24 accounts were
qualified.

The Fund’s Funding Strategy Statement
(FSS) and ISS also address risk as
relevant to each statement, including
financial, demographic, and regulatory
risks as well as investment, solvency,
governance and ESG risks. The Fund’s
overriding approach to mitigating
market-wide and systemic risk is to take
a balanced approach to risk and return,
seeking to maximise returns whilst
minimising risk within acceptable
parameters, and maintaining a
diversified portfolio across many asset
classes, managers, and geographies.
This diversification across different
markets and asset classes also reduces

4.7

the Fund’s exposure to the volatility of
listed equities, which as at 31 March
2025 made up approximately 43% of
the Fund. The Pension Committee
believes that the additional returns that
can be generated by equities
compensates for the level of risk they
add to the Fund, whilst exposure to
diversifying assets helps to mitigate this
additional risk and promote well-
functioning financial markets by
reducing concentration risk in the event
that a market failure leads to losses in
any given asset class.

Within its investment strategy the Fund
also has a 15% allocation to a liability
driven investment (LDI) mandate, an
approach which recognises market risks
such as changing interest and inflation
rates and seeks to mitigate their impact
on the Fund’s liabilities. The Committee
recognises that unhedged interest rate
and inflation risk represents one of the
Fund’s largest investment risks, and so
maintains an LDI strategy which invests
in assets with similar sensitivities to
changes in interest rates and inflation
as the Fund’s liabilities; changes in
interest rates and inflation will
therefore impact both assets and

4.8

4.9

liability valuations in a similar manner,
reducing funding level volatility.

The Fund recognises that climate
change presents a systemic financial risk
that must be addressed, and, in January
2022, members of the Pensions
Committee voted unanimously to adopt
a 2040 net zero target for the Fund,
concerned that they could not meet
their fiduciary duty to the Fund’s
members without approaching the
climate emergency with urgency and
ambition.

This announcement was in line with the
Fund’s Responsible Investment Plan
agreed in October 2020 and the
Committee’s longer-term commitment
to adopt the recommendations of the
Task Force on Climate-Related Financial
Disclosures (TCFD). Activities
undertaken thus far to specifically
address climate change risk and move
towards realising the Fund’s net zero
ambitions include the following:

The Fund transitioned to a global equity
Paris Aligned fund in September 2022
which has annual targets to continually
reduce carbon exposure in the fund.
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An updated carbon footprinting
exercise as at 31 March 2023 was
carried out which revealed
improvements in the carbon footprint,
weighted average carbon intensity and
potential emissions from the Fund’s
listed equities (reducing by 13%, 32%
and 100% respectively from the 2020
baseline assessment), although
absolute emissions increased by 6%
largely due to increased asset values
over the period. For the corporate
bonds within the Fund’s multi asset
credit mandates, both absolute
emissions and the carbon footprint had
reduced since the baseline assessment
(by 59% and 20% respectively),
although the weighted average carbon
intensity increased by 9% and potential
emissions by 505%, largely due to
manager changes in the underlying
portfolios which will be addressed with
the managers accordingly.

An interim net zero target was set to
reduce the weighted average carbon
intensity (scope one and two emissions)
of the Fund’s listed equity portfolio by
43% by 2030, relative to a 2020
baseline. This target takes account of
decarbonisation progress made by the
Fund to date, and relative carbon

4.10

4.11

efficiency against recognised
benchmarks. Once data quality and
availability for other asset classes, as
well as scope three emissions,
improves, targets will be extended to
include those assets and incorporate
scope three emissions.

The Fund’s existing investment strategy
incorporates an allocation to
sustainable and low carbon funds and
recognises the need to incorporate ESG
considerations into investment
decision-making. The strategy was last
reviewed in November 2023 and is due
to be updated in late 2025/early 2026
which will include a refresh of the
Pensions Committee’s responsible
investment beliefs.

CONTINUED IMPROVEMENT OF THE
FUNCTIONING OF FINANCIAL
MARKETS

The Fund has continued to engage
throughout 2024/25 with local
authority colleagues, regulators, and
industry bodies as part of its wider
commitment to improving the
functioning of financial markets (and as
outlined under Principles 9 and 10),
including continuing its ongoing

membership of the Local Authority
Pension Fund Forum (LAPFF) and
Pensions UK (formerly the Pensions and
Lifetime Savings Association (PLSA)).

4.12 The Fund is a long-term investor and

steward of capital, committed to
positive action, collaboration, and
leadership in order to promote well-
functioning financial markets. The Fund
recognises there will always be market-
wide and systemic risks in the future,
and that the most effective way to
identify and respond to these risks is to
collaborate and engage with its
stakeholders and through industry
collaboration. The Fund relies on its risk
management processes, and
particularly its risk register, to identify
and monitor market-wide and systemic
risks on an ongoing basis, to be able to
respond in a way that reduces risk to
the Fund and that also aims to deliver
environmental and social benefits at
scale. The Fund is committed to
increasing its engagement with
stakeholders in these matters for the
benefit of the Fund and the wider
financial markets.

In September 2024 the Fund responded
to a call for evidence from the UK
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Government as part of the first phase of

a major pensions review, inviting
comment on issues affecting the LGPS

and Defined Contribution (DC) schemes

including consolidation, costs versus
value, and investment in the UK with
the ultimate aim of boosting

the March 2026 deadline for transition
of assets to pool control.

4.16 The results of Fit for the Future were

announced in May 2025 and will result
in some significant changes to the
pooling regime in the LGPS which will

€20

investment, increasing saver returns, be addressed in the future reports post
and tacking waste in the pensions 2024/25.

system.

4.14 In November 2024 the Government
followed up this call for evidence by
launching its LGPS “Fit for the Future”
consultation which sought views on
proposals relating to asset pooling, UK
and local investment, and governance
arrangements.
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4.15 Many of the proposals put forward in
the consultation led to divided
responses across the sector, particularly
in terms of the expected timelines for
implementation. In its response, the
Fund was largely supportive in principle
of proposals for pools to take on
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investment strategies and for providing
investment advice, though raised
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5.1

5.2

Principle 5: Review and Assurance

REVIEW

The Fund’s suite of policies and
procedures are periodically reviewed
internally by Fund officers, the Pensions
Committee, and the Pensions Board as
part of normal stewardship activity of
the Fund and the respective work
programmes of the Committee and
Board. Those strategies and policies
relevant to investment and investment
stewardship, such as the ISS and FSS,
are formally approved by the Pensions
Committee, and will be reviewed at
least every three years to align with the
triennial actuarial valuation though in
practice are reviewed and updated on a
more regular basis as appropriate. Such
reviews aim to identify and implement
any process improvements and reflect
any developing initiatives or statutory
changes; this may require additional
policies and procedures to be drafted.
The Fund’s latest policies can be
accessed on the Fund website at the
following link:
https://lgpslambeth.org/resources/.

Going forward the Fund intends to
develop a Responsible Investment

53

Policy which will also include its 5.4
approach to stewardship, outlining its

key stewardship priorities and how the
effectiveness of those priorities is

measured. As a member of the London .
CIV (LCIV) pool, the Fund values the

importance the LCIV places on

stewardship and its recognition of the

ambition of its client funds; this drives

its commitment to positive action,
collaboration and leadership which in

turn benefits the Fund.

ASSURANCE

Effective stewardship is key to ensuring
the high quality of service delivery that
the Fund’s members expect, and the
governance structure at the Fund has °
been created to provide assurance to
the Fund’s stakeholders and governing
bodies of the effectiveness of the
Fund’s stewardship activities, making
use of specialist, skilled and
professional advice at every stage of
Fund management.

As a Fund, there are several ways in
which assurance is sought in relation to
the Fund’s stewardship; for example;

The Fund’s Annual Report and financial
statements are externally audited; if
provided with an unqualified audit
opinion, the auditors deem the
statements to provide a “true and fair
view” of the Fund'’s financial
transactions to have taken place during
the year and the year-end balance of
assets and liabilities. The Fund’s draft
Annual Report for 2022/23 was
published in November 2023 and
received final audit sign off in late
November 2024.

However, the Fund’s 2023/24
statement of accounts received a
qualified opinion from the external
auditors in February 2025, on the basis
that they could not obtain sufficient
assurance for two material balances in
the accounts relating to current assets
and current liabilities. An action plan
was drawn up to address the issues
raised during this audit, which have
been incorporated into the draft
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https://lgpslambeth.org/resources/

2024/25 accounts; these are due to be
audited in November 2025.

The Fund commissions external
governance reviews to gain assurance
on its policies and procedures in place
that relate to the administration and
governance of the Fund. The last review
was completed in 2018 which resulted
in a comprehensive action plan to
address and improve areas of non or
partial compliance to The Pension
Regulator’s (TPR) Code of Practice.

That action plan has been progressed in
the years since, and a follow-up review
was commissioned in early 2025 to
review team structures, the
effectiveness of the Board and
Committee, and the Fund’s compliance
to the updated TPR General Code; the
full results of this review are expected
in late 2025/early 2026. By seeking
external assurance from an
independent third party, the Fund and
its stakeholders can be confident of an
unbiased and unprejudiced view of the
effectiveness of the Fund’s stewardship
processes.

The Fund’s risk register has been
comprehensively reviewed and updated

5.5

to incorporate additional “inherent” risk 5.6
ratings, which provide an indication of

what a worse-case scenario might look

like without any mitigation. The risk

register is ultimately owned by the

Pensions Committee and, from April

2025, will be presented at every

Committee meeting.

Finally, the Fund reviewed and
amended its Abatement Policy to bring
it in line with the latest LGPS
Regulations and reflect the actual cost
of administering the policy versus the
benefits.

When contracts are due for renewal the
Fund follows the stringent procurement
policies of Lambeth Council as set out in
Lambeth’s Contract Standing Orders,
which includes a policy on responsible
procurement to ensure that all high 5.7
value procurements focus on delivering
value for money and achieving
additional economic, social and
environmental benefits. In addition,
where possible, the Fund makes use of
external procurement frameworks such
as the National LGPS Frameworks which
are compliant with the Public Contract
Regulations (2015) and the new
Procurement Act (2023).

The LCIV also maintains its own
assurance controls for the benefit of its
clients; all published policies,
procedures and reports are required to
pass through a formal review and
internal assurance process. This ensures
that their policies and any
internal/external communications are in
line with LCIV objectives and what is
communicated is fair, clear and
accurate. Responsible Investment (RI)
policies and reports are drafted by the
Responsible Investment Team and
reviewed by the Chief Executive Officer,
Chief Investment Officer, Governance
Team and Executive Team. The
Compliance and Risk Team undertake
periodic reviews of their Rl framework
to ensure compliance with regulatory
obligations and to identify any risks.

The Fund last surveyed its members in
2023 when it issued a Responsible
Investment survey as part of efforts to
gauge members’ opinions on a range of
ESG and stewardship issues. Such issues
have been key to the Fund’s investment
approach in the past, and the
Committee was keen to gain assurance
that members’ views are aligned with
those currently adopted by the Fund.
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6.1

6.2

Principle 6: Client and Beneficiary Needs

SCHEME MEMBERSHIP

The London Borough of Lambeth
Pension Fund is part of the Local
Government Pension Scheme, a
statutory public service scheme
providing defined benefits to its
members based on their earnings and
length of service, and is administered by
the London Borough of Lambeth on
behalf of all thirty employers in the
Fund. Benefits are funded by member
contributions and investment returns
and are guaranteed by statute.

Membership of the LGPS is open to all
public sector employers providing some
form of service to the local community
and, whilst most members will be local
authority employees (and ex-
employees), other employers can also
join the scheme where they are
providing services in place of (or
alongside) local authority services, such
as academy schools, contractors,
housing associations and charities.

6.3

As at 31 March 2025 there were 22,133
members in the Fund across three
categories:

5,271 active members (representing
24% of membership) who are currently
employed by one of the Fund’s
employers, with an average age of 53
(as at the last valuation date of 31
March 2022).

7,953 deferred members (representing
36% of membership): these are
members who worked for a scheme
employer in the past and are entitled to
receive a pension from the Fund in the
future, with an average age of 54 (as at
the last valuation date of 31 March
2022).

8,909 pensioner members (representing
40% of membership), being members
who are currently receiving their
pensions, with an average age of 69 (as
at the last valuation date of 31 March
2022).

6.4

6.5

Lambeth Council is the largest employer
in the Fund, accounting for 95% of
overall membership, or 90% of active
membership, 94% of deferred
membership and 99% of pensioner
members. Most of the other employers
in the Fund are academies/education
trusts or housing management
organisations; further information is
available on the Fund’s website.

SCHEME ASSETS AND INVESTMENT
TIME HORIZON

As at 31 March 2025 the Fund’s assets
were invested as set out in the table
below.
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Asset Geographical Split | 31 March 2025 31 March 2024
£000 £000
Public Market Investments
Fixed interest securities UK gilts and corporate bonds 299,192 252,036
Global growth equities Global (including US — 57%, UK — 6%, China — 6%, Japan — 5%) 309,797 313,165
Sustainable equities Global (including US — 65%, UK — 7%, Switzerland — 6%, Japan — 5%) 346,836 331,423
Global (including India — 22%, China — 20%, Taiwan — 13%, South Korea —
Emerging market equities 9%, Hong Kong — 9%, Brazil — 5%) 116,968 167,596
Multi Asset Credit Global (US and Europe) 346,276 320,874
Other Pooled Investments UK 1,000 1,000
Subtotal 1,420,069 1,386,094
Private Market Investments
Pooled property UK — Private Rented Sector and Affordable Housing 62,187 43,787
Pooled property Europe — Commercial 103,807 105,769
Private equity Global (US and Europe) 41,546 54,694
Private Debt Global (US and Europe) 140,445 145,672
Subtotal 347,985 349,922
London CIV UK 150 150
Cash instruments UK 33 (26)
Subtotal 183 124
Net current assets 32,202 63,450
Total Fund assets 1,800,439 1,799,590
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6.6

The Lambeth Pension Fund takes a long- 6.7
term view with regards its investment
and funding strategies, given the long-
term nature of the payments due to
beneficiaries over a 50+ year time
horizon. The Fund’s primary investment
objective therefore is to achieve an
overall rate of return that is sufficient to
ensure that assets are available to meet
all liabilities as and when they fall due;
to achieve this, the Fund must ensure
its long-term solvency by adopting a
prudent long-term view of not just
investment returns but the changing
liabilities of the Fund and the forces
that will impact on them in the future,
investing over the long-term to align
with its long-term liabilities. In
recognising these variables, the Fund’s
investment strategy also allows for
some flexibility to manage short-term
volatility in markets, the different
risk/return profiles across asset classes,
and the changes to cashflow
requirements as the membership
profile of the Fund or benefit structure
changes.

During 2024/25 there were no specific 6.8
instances of the Fund’s managers
actively acting against the interests of
the Fund’s investment and stewardship
policies. The one area where there
continues to be a discrepancy between
Fund ambition and manager action is
the investment in fossil fuel companies
which, although not direct exposure,
continues to hover under 1% of the
total Fund. The majority of this
exposure is through the multi asset
credit portfolios, largely due to their
investments in the energy and industrial
sectors. Overall exposure fluctuates on
a quarter-by-quarter basis, mostly as a
result of changing market pricing but
occasionally as a result of direct
manager action to divest from a
particular holding.

The Fund recognises that, as an
individual investor in pooled funds, it
has no power to make investment
decisions at the underlying company
level and that to fully divest from fossil
fuels would require drastic changes to
the investment strategy. In some cases
engagement may be a preferable option
instead of divestment, and so the Fund
will continue to engage with its
managers to ensure those decisions are
being taken in line with the Fund’s
interests.
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COMMUNICATION WITH MEMBERS

6.9 Lambeth Pension Fund is committed to
delivering value to its members and
other stakeholders, ensuring strong
lines of communication and readily
available information when it is needed
and in whatever format or language it is
required, in recognition of the culturally
rich and diverse client base the Fund
serves. It communicates with its
members, employers, and other
interested parties on a regular basis and
sets out how it does this, and how it
measures the success of that
communication, in its Communication
Policy Statement available on the
Fund’s website at the following link:
https://www.lgpslambeth.org/resource
s/communications-policy-statement/.

6.10 The following table provides examples
of the types and methods of
communication issued to members.

Method of
communication

Frequency of issue

Examples of information provided

Annual report

Newsletter — active
members

Newsletter —
deferred members

Newsletter —
pensioner member

Annual Benefit
Statements

Actuarial valuation
report

Guides to benefits
and factsheets

Fund Policies

Once a year

Once a year

Once a year

Once a year

Once a year

Every three years

Updated versions issued
as required

Updated versions issued
as required

Fund’s Statement of Accounts, general
financial and administrative performance.

LGPS news, scam warnings, privacy updates,
investment performance, information on
transfers.

Benefit entitlement and calculation, LGPS
news, information on transfers, scam
warnings, privacy updates.

Benefit payment and administration.

Value of accrued pension.

Funding and liability valuations,
contribution rates.

Covering, but not limited to, benefit
entitlement, disputes, lifetime and annual
allowances, beneficiary nomination.

Covering, but not limited to, reporting
breaches of the law, risk management,
disputes, conflicts of interest, data
protection, administration, and discretions.
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6.11

6.12

The Fund’s communication objectives
not only include being able to resolve
member queries and complaints to the
customer’s satisfaction, but also to
educate and explain to existing and
prospective members the benefits of
the LGPS, to ensure stakeholders have
sufficient information to be able to
make pensions-related decisions, and to
promote the Fund’s stewardship
activities as a means of reassurance. To
that end, the Fund maintains its own
website which acts as the first point of
reference for information on the Fund,
as well as providing a central depositary
for all Fund documentation including
policies and procedures, funding and
investment strategies, and various
request forms.

The website provides a readily
accessible route for communicating the
Fund’s stewardship activities to its
beneficiaries and other interested
parties, particularly as societal and
environmental changes have seen an
increased interest from the Fund’s
members on how their pensions are
invested responsibly and ethically. In
2024/25 the Fund website received an
average of 735 page views per month
(623 in 2023/24), with the

6.13

6.14

overwhelming majority of those coming
directly to the website by typing in the
web address (or using a saved
favourite/bookmark).

The Fund also communicates with
members via alternative means; benefit
statements are issued every year
providing an estimate of benefits, whilst
newsletters are sent out at least
annually to active, deferred and
pensioner members setting out useful
and topical information relating to the
Fund, such as changes to scheme
regulations and updates on Fund
performance. New members are issued
with a scheme guide on joining the
Fund, whilst one to one sessions and
presentations are available on request.

There is also a Member Self Service
(MSS) online platform where members
can register and access details about
their personal pension rights and
benefits. As at 31 March 2025 there
were 6,295 registered users of MSS
representing 28% of Fund membership
(4,959 as at 31 March 2024
representing 23% of membership);
officers encourage all members to use
MSS, and links are provided in emails
and other communication.

6.15 As part of its engagement with

beneficiaries and employers of the
Fund, the views of those members and
employers are sought for various
purposes and reasons; for example:

When finalising the Funding Strategy
Statement, and as required by LGPS
Regulations, the views of employers in
the Fund are sought through a
consultation period where employers
and their members can provide
feedback on the content of the
Statement. Employers are invited to
attend an Employers Forum where
guestions can be raised and answered
and, following the end of the
consultation period, the FSS is updated

where required before being published.

The Fund consulted on its updated FSS
in February 2024 and also held a virtual
Employers Forum; the revised FSS was
published on the Fund’s website in
same time following the conclusion of
this exercise.

Membership of the Pensions
Committee and Pensions Board is open
to direct member representation
through active, pensioner and trade
union members; these co-opted roles
provide an opportunity for beneficiary
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representation on the respective
panels, offering decision-making
authority on the Pensions Committee.
In addition, all co-opted members have
full voting rights. Where members sit
for their full term, or when members
resign, an election process is held
whereby members are notified of the
relevant vacancy, asked to submit
expressions of interest, and then vote
via ballot paper for those who put
themselves forward. This allows for full
member engagement in the election
process and is fully transparent, with
the process being managed
independently of the Fund by the
council’s Elections Team.

A Responsible Investment survey was
designed in early 2023 to gauge
members’ views on ESG issues including
climate change, engagement vs
divestment, and the importance of
investment exclusions. The survey was
issued in the Summer of 2023 and
results were presented to the Pensions
Committee later in the year, where they
helped inform development of the
Fund’s Responsible Investment strategy
and the implementation of the revised
investment strategy.

6.16 To measure the effectiveness of its

communication methods the Fund has
set several target delivery periods for
issuing and responding to certain
requests, all much earlier than the
statutory timeframes where applicable
and as set out in its Communication
Policy. Updates on administrative
performance in general, including
performance indicators, are reported to
the Pensions Board every quarter,
including the number of complaints
received and actions taken to resolve
them, and in the Fund’s Annual Report.
Communication objectives are also
included in the Fund’s annual Business
Plan with specific deadlines for certain
actions; progress against these actions
is reported to Committee and Board.
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7.1

7.2

Principle 7: Stewardship, Investment and ESG

Lambeth Pension Fund requires its
investment managers to integrate all
material financial factors including ESG
considerations into the decision-making
process for all fund investments, and
delegates to them responsibility for
making individual investment decisions
that are in line with those integrated
considerations. The Fund’s Pensions
Committee believes that ESG (including
climate change) risks should be
considered on an ongoing basis as a
priority and that management of those
risks is consistent with the Pensions
Committee’s fiduciary duty as set out in
its investment beliefs. ESG
considerations are an integral part of
the Fund’s strategy as a long-term
investor, and the Committee receives
quarterly ESG updates from its
investment adviser by way of ESG

ratings for each of the Fund’s managers.

These ratings, on a scale of one to four,
are assigned to managers and their
strategies according to their integration
of ESG into the investment process. The
best strategies, rated ESG1, are those

7.3

7.4

the advisers believe to be leaders in
integrating ESG and active ownership
into their core processes and where ESG
is central to idea generation or portfolio
construction; the worst, rated ESG4,
provide little evidence of any
integration of ESG and active ownership
into core processes.

When taken into consideration with
traditional alpha ratings assigned to
managers by the Fund’s advisers, as
well as investment performance, the
Pensions Committee can form a view of
the Fund’s managers and engage
accordingly, either to seek reassurance
from the managers or consider
investing elsewhere. In addition, the
Committee uses these ESG ratings and
considers other ESG factors when
procuring new managers to ascertain
the extent of ESG integration within a
strategy, as part of the wider evaluation
process.

For example, in September 2022 the
Fund transferred over £270m of pooled
global equities into a Paris Aligned (PA)

7.5

equivalent strategy operated by the
same fund manager, but which is better
aligned with the Fund’s ESG beliefs and
longer-term decarbonisation targets. In
agreeing to implement the switch, the
Pensions Committee considered the
following factors:

The fund’s decarbonisation targets and
carbon emissions relative to recognised
benchmarks;

The strategies adopted by the fund to
screen stocks that do not meet
emissions targets;

The integration of qualitative stock
assessments that align with a transition
to a low carbon economy;

The resources available for overall ESG
integration, and the extent of that
integration in the portfolio; and

How ESG factors are reported to
investors.

As at 31 March 2025 none of the Fund’s
investment managers/strategies were
rated ESG4 by the Fund’s adviser; three
were rated at ESG3, eight were rated
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7.6

ESG2, and one was rated ESG1. The

Fund will continue to work to improve

the ongoing quality and range of ESG

reporting of Fund investments, such

that the Pensions Committee is better 7.7
able to carry out its stewardship
responsibilities, particularly with

regards to the transition of assets into

more sustainable asset classes that

meet the Fund’s 2040 net zero target.

The Fund has committed to reducing
climate change risk by eliminating fossil
fuel exposure from the Fund’s portfolio,
and considers this a priority issue when
procuring any new managers. The
Pensions Committee expects to
continuously review further
opportunities, across all asset classes, to
reduce the Fund'’s reliance on sensitive
assets by considering the potential
financial impacts of both the transition
to a low-carbon economy and the
physical impacts of different climate
outcomes. The Pensions Committee
expects its investment managers to
include information on how fossil fuel
exposure is being managed within their
respective portfolios as part of regular
reporting to the Fund, and this 7.8
information is reported to both the
Pensions Committee and Board on a

quarterly basis as a means of
monitoring progress towards fossil fuel
reduction.

The Fund recognises the importance of
responsible investment principles as an
integral part of any pension fund’s
investment strategy, and the increasing
relevance of Rl and ESG factors as
material interests to the Fund’s
stakeholders. The Fund aims to improve
its integration of Rl and ESG
considerations into its stewardship
activities and its decision-making
throughout the investment value chain,
improving the transparency of Fund
performance in this area through
regular, high-quality disclosure. The
Pensions Committee has agreed to
formally adopt the recommendations of
the Task Force on Climate-Related
Financial Disclosures (TCFD) and has
instructed officers to being preparation
for reporting against the framework,
analysing the Fund’s governance, risk
management, strategy, and carbon
metrics and targets in relation to
climate risks and opportunities.

In December 2024, and updated in July
2025, the government published a
framework for TCFD-aligned disclosures

in the public sector, to be applied by
central government departments;
however, this guidance does not
automatically apply to local government
or the LGPS and is entirely voluntary at
present. Further guidance specific to
the LGPS is expected to be issued by the
government at some future point; until
that time, the Fund will continue to
prepare for reporting against the
existing framework on a voluntary basis.
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Principle 8:
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8.1

8.2

Principle 8: Monitoring Managers and Service Providers

Lambeth Pension Fund believes that
effective monitoring of its managers
and service providers is an essential
aspect of good stewardship activity and
adopts several methods of monitoring
its providers to ensure services have
been delivered as expected.

MONITORING OF MANAGERS

The Fund monitors its managers
through regular in-person and virtual
meetings and calls, engagement at
conferences, attendance at
performance update webinars and calls,
and through its advisers and the London
CIV (LCIV). The Fund receives quarterly
performance updates from its
investment advisers summarising
financial performance against a wider
market backdrop as well as a measure
of the managers’ progress towards
integrating ESG factors into their core
processes. These reports are reported
at both Pensions Committee and
Pensions Board. Managers are invited
to Pensions Committee meetings where
there are particular areas of concern

8.3

8.4

that the Committee wish to escalate, or
otherwise periodically to ensure strong
ongoing monitoring of the Fund’s asset
managers by its decision-makers.

The LCIV prepares quarterly
performance and voting reports for its
clients as well as monthly capital
statements, which allows for effective
monitoring of managers’ engagement,
voting, and wider ESG activity in line
with the Fund’s policies. In 2021 the
LCIV appointed Federated Hermes EOS
to assist with voting and engagement
activity for its listed equity and fixed
income funds, supporting the LCIV in
their dialogue with companies within
the pool. As that relationship continues
to develop the Fund would expect to
see improvements in the reporting of
engagement activity feed through to
client funds, which will be reported at
Pensions Committee and Board
meetings going forward. 8.5

In May 2025 the LCIV issued its
Responsible Investment and
Stewardship Outcomes Report for the

year ending 31 December 2024
outlining the engagement, voting and
public policy work carried out by
Hermes EOS on behalf of the pool and
client Funds in the year; this included
actively engaging with 456 companies
across 2,351 ESG topics on behalf of
clients. Environmental issues accounted
for 37% of engagements, governance
for 28%, social issues for 26.5%, and
other strategy, risk and communication
issues for 8.5%. Of those engagements,
46% of objectives progressed at least
one milestone along EOS’ framework
(which tracks progress along four
milestones, with milestone one being
the initial contact and raising of a
concern with a company, and milestone
four representing a successful
resolution where a company
implements a strategy or measure that
directly addresses the concern).

The LCIV also carries out annual due
diligence updates on its funds, assessing
managers against eight criteria on a
Red, Amber, Green (RAG) basis. As a
result of these reviews, funds may be
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8.6

8.7

moved onto enhanced monitoring when
performance and risk is not aligned with
expectations, where concerns arise due
to resourcing and wider business risks,
or where commitment to responsible
investment falters. Alternatively, if the
review identifies persistent variances in
performance or highlights significant
shortcomings, funds may be placed on
watch status and face more rigorous
and regular evaluation.

It was another difficult year overall for
the Fund’s investment performance
where, disappointingly, all managers
underperformed against their
benchmarks. Performance is reported
and discussed at each Committee and
Board meeting, where members noted
poor performance in particular of the
Fund’s pooled global equity strategies
and property investments in European
commercial real estate and UK private
rented sector property (the former of
which was issued with a redemption
request in the prior year in direct
response to performance concerns).

The Fund raised its concerns with the
LCIV given the trajectory towards
longer-term underperformance, and
due diligence reviews carried out by the

8.8

LCIV acknowledged those performance
concerns but were supportive of the
managers’ general investment
processes and ability to recoup losses.
The LCIV has also engaged with the
managers of the underperforming
global equity funds and is exploring
opportunities to improve performance
by creating multi-manager strategies.
The Fund will continue to monitor the
performance of these managers in
2025/26 and consider alternatives
should performance continue to fall
short of expectations.

The LCIV holds regular meetings with
client Funds to update on pooling
progress and any new pool
developments, as well as ‘meet the
manager’ sessions which give clients the
opportunity to engage directly with
managers. Officers also maintain
regular dialogue with the LCIV on all
aspects of Fund management. A
quarterly update is presented to the
Pensions Committee and Pensions
Board summarising performance
information as well as service delivery,
mandate development and wider
pooling updates.

8.9

8.10

8.11

The LCIV periodically presents at
Pensions Committee meetings which
ensures regular face-to-face interaction
with the LCIV client servicing team. The
LCIV presented to the Committee in
January 2025, updating members on
investment performance and actions
being taken to address
underperformance. From May 2025 the
LCIV will be present at all Committee
meetings going forward.

MONITORING OF SERVICE
PROVIDERS

The Fund has established a list of
strategic objectives for its investment
advisers, Mercer; the objectives are
aligned with the Fund’s primary
objective to be able to pay member
benefits as and when they fall due and
include a requirement to consider the
responsible investment responsibilities
of the Fund and to assist in determining
and delivering an appropriate
investment strategy.

The objectives will be reviewed and
amended, if necessary, after any
significant changes to the Fund’s
investment strategy or objectives, and
at least every three years. The Fund
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8.12

monitors adherence to the objectives
and engages in client feedback
meetings with Mercer where officers
can flag concerns but also highlight
areas of the relationship that are
working well, as well as identifying any
future needs and how they might best
be met. In 2024/25 the Fund’s advisers
continued to meet the Fund’s needs.

The Fund also engages in service
reviews with other stakeholders as
relevant, including its actuary and
custodian, which are typically carried
out by another colleague within those
organisations to remove any obstacles
to honest and transparent appraisals
(i.e. avoiding the main relationship
managers that the Fund works with).
Again, these stakeholders continued to
meet the Fund’s needs during 2024/25
and there were no concerns with the
services they provided.

SY3AIAOYd FOIAYIS ANV SHIDOVNVIN ONIHOLINOIN @

o0

-
o
2
o
o
2
@
o
ol
o
c
(9]
==
o
-
<
=)
m
—
==
o
m
2
=
o
2
-
c
2
o
(%]
—
m
s
>
X
(=]
wn
=
o
x
m
o
[}
=
-
N
(<]
N
S

S~
N
(<]
N
(5]




1

)

;4"/‘/ I' /M .‘"/,‘l / “' / !‘“A | g

/ wﬁl
5

Principle 9:

Engagement



9.1

9.2

Principle 9: Engagement

The Fund believes that effective
management of financially material
environmental, social and governance
risks will support the Fund’s long-term
approach to protect and enhance the
value of the Fund’s assets. The
Investment Strategy Statement includes
the requirement that its investment
managers integrate all material financial
factors, as well as corporate governance
and ESG considerations, into the
decision-making process for all its
investments. The Fund expects its
managers to follow best practice and
use their influence as major institutional
investors and long-term stewards of
capital to promote best practice in the
investee companies and markets to
which the Fund is exposed and shares
the Fund’s policies with managers and
the London CIV (LCIV) so that those
expectations are clear.

The Fund’s officers regularly engage and
meet with Fund stakeholders, including
the LCIV and investment managers, for
regular updates on investment
performance, new fund developments,

9.3

or strategy changes, which are reported
to the Pensions Committee as relevant.
The Fund has also instructed its external
advisers Mercer to engage with its
investment managers on its behalf, and
this requirement is embedded within
specific strategic objectives for its
advisers which include aligning its
services with the overall objectives of
the Fund, considering the Fund’s
responsible investment requirements in
supporting the Fund, and assisting with
the monitoring of the Fund’s chosen
investment strategy. 9.4

The advisers report to the Pensions
Committee at least quarterly on
manager performance which includes
business updates and comments on
assurances sought from asset managers
regarding issues of concern. For
example, in October 2024 the advisers
appraised Committee that the Chief
Investment Officer of one of the Fund’s
managers was leaving the firm after
almost thirty years of service, noting
that despite several recent changes at
senior leadership level they were

confident that the appointed
replacements were of a high calibre and
that no changes to their manager
ratings were proposed as a result. A
similar report in January 2025 for a
different manager noted that there
several members of the team nearing
retirement age which could result in a
flurry of departures in a short space of
time, potentially impacting the
manager’s strategy; this was flagged by
the adviser as an issue for closer
monitoring.

The LCIV engages directly with issuers
and investment managers on the Fund’s
behalf for those assets which the Fund
has pooled, recognising that at the
macro-level it must consider top-down
global risks and client priorities and,
from a bottom-up perspective,
recognise the micro-risks of individual
assets and the social and financial
materiality of those risks. The Fund’s
policies and beliefs align with those of
the LCIV so that the Fund is confident
when the LCIV engages on its behalf, it
does so in a manner which is consistent
with the Fund’s own policies and
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objectives. Examples of engagement
activities over the year, which are
reported quarterly to Pensions
Committee and Pensions Board, include
the following:

During the quarter ending 30 June
2024, JP Morgan continued their long-
standing engagement with Alibaba to
discuss governance, human capital

and climate-related topics. The
investment manager informed the

LCIV that they had requested the
company conduct an annual employee
engagement survey and disclose key
labour rights metrics. In a separate
engagement with Summit Midstream (a
natural gas transmission company), CQS
met with the company to discuss its
upcoming sustainability report as the
company was identified as a top emitter
in the portfolio. CQS explained that
while Summit Midstream had improved
its ESG practices, it hds yet

to establish long-term decarbonisation
targets. CQS reported that the company
will publish additional ESG disclosures
later in the year and would use
improved data collection processed as
the basis for setting long-term targets in
the future.

During the quarter ending 30
September 2024 the LCIV challenged
Baillie Gifford on their rationale for
investing in Ryanair, specifically around
the environmental impact of the airline
industry. They explained the emergence
of a more credible decarbonisation
pathway for the industry and the fuel
suppliers expanding their sustainable
aviation fuel supplies in recent years.
The investment manager also explained
Ryanair’s disruption in the airline
industry and their own emissions
targets; in the prior year, the company
improved its sustainable aviation fuel
targets to 12.5% by 2030 which is more
ambitious than the European Union
(EU) mandates. Baillie Gifford believed
that Ryanair would continue to enhance
its fuel efficiency as it aligns with its
financial strategy.

Also during the quarter ending 30
September 2024, PIMCO followed up on
previous engagements with Mondelez
(an American multinational
confectionary and food company)
regarding deforestation, biodiversity,
responsible sourcing and climate
strategy. The investment manager had
encouraged Mondelez to consider
setting an explicit No Deforestation, No

Peat and No Exploitation (NDPE)
commitment, across its supply chain.
PIMCO noted that Mondelez had now
implemented a phase-out approach to
end deforestation, starting with its
European business by December 2024
and rolling out to other regions by
December 2025. The company also
committed to a 10% reduction in water
usage at its priority sites.

In the quarter ending 31 March 2025
M&G engaged with three big players in
the automotive sector; Ford,
Volkswagen, and Stellantis. M&G
contacted Ford to raise questions on its
emissions and net zero commitment,
and to understand its transition plans,
agreeing to meet to further discuss
these issues. M&G also co-signed letters
to both Volkswagen and Stellantis; the
former to call for a public statement on
the company’s position and plans for
the EU’s Carbon Dioxide (CO2) targets
for cars and vans, and the latter to seek
clarification of a discrepancy in the
company’s lobbying activities where
these seem to contradict its publicly
stated position on EU CO2 targets.

Also during the quarter ending 31
March 2025, the Octopus Affordable
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Housing Fund | (an investment within °

the LCIV UK Housing Fund) reported
that it was proceeding with the fund’s
first ‘zero bills’ project in Essex. The
project involves Octopus acquiring
thirty-eight affordable homes for rent
and shared ownership with no energy
bills for residents. It was noted that the

first homes are expected to be .

completed later in the year. Meanwhile,
the L&G Affordable Housing Fund
(another investment within the LCIV UK
Housing Fund) reported the rolling out
of its white goods gifting scheme across
all new completions following a
successful pilot in Dorset. The scheme
gifts white goods to new residents in
L&G homes; some of the customers in
the pilot scheme were moving away
from temporary accommodation and
their feedback indicated they would
have otherwise relied on alternative
means for cooking/washing without the
scheme.

The Fund engaged with the LCIV

throughout 2023/24 to develop and 9.5
launch a new LCIV All Maturities Buy &
Maintain Credit Fund and, in 2024/25,

the Committee voted to invest £85m

into the fund.

During the year the Fund also
participated in the LCIV’s Cost
Transparency Working Group, reviewing
areas such as the LCIV’s assessment of
value reports, Cost Transparency
Initiative (CTI) reporting, and cost
benchmarking.

Officers engage with all asset managers
on a regular basis, whether in person,
by email or virtually, to carry out due
diligence on ongoing performance and
adherence to agreed policies but also to
network, build connections, and
establish possible future working
relationships. Over the course of the
year members of the Pensions
Committee and Board as well as Fund
officers engaged with a wide variety of
fund managers across a range of asset
classes. This engagement with the wider
investment community allows the Fund
to develop its knowledge of alternative
strategies whilst sharing the Lambeth
Fund’s priorities.

The Fund is also a member of the Local
Authority Pension Fund Forum (LAPFF).
LAPFF is the UK’s leading collaborative
shareholder engagement group
encompassing over 80 local authority
pension funds and eight investment

pools from across the country with
combined assets in excess of £425
billion. On the Fund’s behalf, the Forum
engages directly with company chairs
and boards to affect change at investee
companies, challenges regulators, and
delivers reforms that advance corporate
responsibility and responsible
investment. The LAPFF’s quarterly
engagement reports are presented to
the Pensions Committee and Board at
every meeting.
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10.1

10.2

Principle 10: Collaboration

Lambeth Pension Fund recognises the
value in engagement with partner
organisations and other stakeholders,
whether with other LGPS funds, service
providers, industry bodies or regulators,
and is committed to actively engaging
and collaborating with those partners.
This includes working collaboratively
with likeminded pension funds,
particularly those in London, and the
London CIV (LCIV) on issues related to
climate change and ESG, particularly as
the Fund focuses on decarbonisation
and engagement as opposed to
divestment, and in developing
mandates that meet the needs of
multiple boroughs.

The Fund has a strong history of
collaborating with partner London
boroughs, particularly in regard to joint
procurements of asset managers to
achieve cost savings and efficiencies. As
part of the Project Monument pool of
five boroughs in 2018, Lambeth
collaborated to procure two private
debt managers, Churchill and Permira,
at a time when the LCIV was not in a

10.3

position to launch such a fund. In 2020
the Fund worked with the London
Borough of Islington Pension Fund in a
joint procurement exercise to appoint
M&G as a multi asset credit manager,
where the strategy of both Funds could
be aligned, and savings achieved
through cost sharing.

The Fund maintains a strong
relationship with the LCIV and has to
date been involved in several Seed
Investor Groups (SIGs), working with
the pool and other boroughs to
generate ideas and proposals for new
mandates from early-stage
development through to fund launch. In
2022/23 the Fund collaborated with the
LCIV in the development of a UK
Housing Fund, an impact fund
specifically investing in affordable and
transitional housing which for some
years had been a priority for the Fund.
Through that engagement the Fund was
able to actively provide input into the
design and objectives of the fund
including the type of housing provision,
sector allocations, and target return, as

10.4

10.5

well as negotiating other concessions
around fund composition and future
possible amendments to investment
restrictions.

More recently, the Fund engaged with
the LCIV to develop and launch a new
All Maturities Buy & Maintain Credit
Fund as an alternative to the pool’s
existing short and long duration only
funds. The fund was launched in
October 2024 and Lambeth was one of
three initial investors.

At senior officer level the Section 151
Officer of the Council, with overall
delegated powers for the management
of the pension fund, is a member of the
Society of London Treasurers (SLT). SLT
is a group made up of Section 151
officers from all thirty-two London
boroughs, the City of London, and the
Greater London Authority (GLA) Group,
and aims to represent the interests of
London in key local government
financial matters, including pension
fund related matters, meeting up to
eight times a year.
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10.6

10.7

Fund officers also collaborate via a
formal regional network of Pension
Managers, the London Pension Officers
Forum (LPOF), which is a longstanding
arrangement providing opportunities
for networking and knowledge sharing
that meets up to six times a year and
invites fund managers and the LCIV to
present at meetings. This is of particular
benefit for the day-to-day management
of the Fund and for assisting officers to
secure compliance with the
Regulations; for example, in sharing
responses to consultations, sharing
training sessions, and discussing
potential joint procurement
opportunities.

The LCIV also collaborates with a wide
range of initiatives and pensions bodies
on behalf of the Fund, as well as
working with other pools, by
collaborating in a significant number of
joint initiatives and working groups,
advocating for collaboration and the
greater power and efficiency that
comes from a combined voice. Some of
the groups and initiatives that the LCIV
are part of include the following:

Asset Owner Diversity Charter: an asset
owner led initiative set up to develop a

formal set of actions for the investment
industry to commit to, in order to
improve diversity across the industry.
The LCIV has contributed to
consultations with investment
managers and, in 2024, established and
became the co-chair of the Investment
Consultant Taskforce.

Investor Alliance for Human Rights: a
collective platform for responsible
investment grounded in a respect for
people’s fundamental rights. The
initiative uses corporate engagements
to drive positive business change. The
LCIV is a signatory to the Alliance and
has joined two working groups focussed
on human rights issues in the
technology sector and concerns in
conflict-affected and high-risk areas.

Pensions for Purpose: a collaborative
initiative of impact investment
managers, social enterprises and other
industry bodies with the goal of
improving understanding of impact
investment. As an affiliate, the LCIV
participates in thought leadership
discussions to enhance and share
knowledge of impact investing.

10.8

ShareAction Healthy Markets Coalition:
a group of investors with over S1 trillion
in assets under management aimed at
increasing accountability of food
retailers and manufacturers for their
role and impact on people’s diets and
the growing concerns around increasing
levels of obesity. The LCIV attends
workshops to discuss these issues and
help contribute ideas for a way forward.

The TNFD Forum: a consultative
network consisting of a wide range of
institutions from across the globe who
support the objectives of, and
contribute to ongoing guidance on, the
Taskforce on Nature-related Financial
Disclosures. The LCIV’s membership of
this forum is part of its commitment to
address biodiversity as a key
stewardship theme.

The Fund also encourages its managers
outside of the LCIV to collaborate with
wider industry initiatives and emerging
themes that support Fund objectives.
For example:

Insight, the Fund’s Liability Driven
Investment (LDI) manager, is an
investor member of the Institutional
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Investors Group on Climate Change
(IGCC) and has a seat on their
Bondholder Stewardship Working
Group which was launched in December
2022. The manager has actively
participated in several IIGCC initiatives
focussing on developing guidance on
net zero stewardship and bondholder
stewardship in particular, where there
is an absence of specific best practice
disclosure and engagement guidance.
Insight is providing verbal and written
input into engagement advice that the
group will publish in 2023.

M&G is also a member of the IIGCC and
is a founding signatory of Climate Action
100+, an investor initiative with over
600 global investors across over 30
markets committed to ensuring the
world’s largest corporate greenhouse
gas emitters take appropriate action on
climate change. M&G has specifically
elected to participate in direct
engagements with focus companies,
both individually and collaboratively.

Permira, one of the Fund’s private debt
managers, collaborates and engages
across a range of industry associations
to contribute to action in the wider
private equity and credit markets that

also supports the development of its
own sustainability strategy. For
example, Permira has been a signatory
to the Principles for Responsible
Investment (PRI) since 2011 and, as
such, discloses its approach to
integrating sustainability factors into its
investment processes to the PRI as
required (typically on an annual basis).
It was a founding member of the ILPA
ESG Data Convergence Initiative (EDCI)
and served on its Steering Committee to
the end of 2024; the EDCI aims to drive
convergence around meaningful ESG
metrics for private markets and
generate comparable performance-
based data. Permira is also a member of
Out Investors, a global organisation
founded to make the alternative
investment industry more welcoming
for LGBT+ individuals.

10.9

The Fund will continue to review and
develop its responsible investment
approach and will consider what
opportunities exist to not only
meaningfully collaborate with groups
and initiatives that support the Fund’s
Rl and stewardship goals, but which
also provide the opportunity to learn
and improve Rl and stewardship
activities.
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Principle 11:
Escalation
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Principle 11: Escalation

111

11.2

The Fund expects its investment
managers, and the London CIV (LCIV), to
undertake appropriate monitoring of
current investments with regards to
their policies and practices on all issues
which could present a material financial
risk to the long-term performance of
the Fund, including environmental,
social and corporate governance
factors. Effective monitoring and
identification of these issues can enable
engagement with boards and
management of investee companies to
seek resolution of potential problems at
an early stage.

Where collaboration is likely to be the
most effective mechanism for
encouraging issues to be addressed, the
Fund expects its investment managers
to participate in joint action with other
parties as required and permitted by
the relevant legal and regulatory codes.
The Fund also expects its investment
managers to escalate any stewardship
activities on its behalf, in line with best
practice but particularly in line with any
applicable recommendations of the

11.3

Fund, when company dialogue is too
slow or unresponsive, or when there
are concerns that require ongoing
dialogue and a change in approach by
the underlying company.

The Fund monitors its investment
managers’ engagement activities
through regular reports and discussion,
including those occasions when
managers have escalated their
approach when required.
Understandably, escalation is often
used as a measure of last resort and so
can be difficult to report. Examples of
escalation in 2024/25 and prior years
include the following:

Following consistent underperformance
in the LCIV Emerging Market Equity
Fund, the pool undertook a
comprehensive review of the sub-fund
and manager and compiled a prospects
list of alternate and complimentary
managers from a universe of around six
hundred products. The intention was to
appoint an additional manager to the
fund to improve its chances of

outperforming the benchmark index
and consistently achieving its
investment objective. The prospects list
was presented to the LCIV Executive
Investment Committee in December
2024 and approved, with a subsequent
approval in March 2025 to move to a
multi-manager structure and appoint a
second manager to the fund (to be
implemented later in 2025).

In 2024/25 the LCIV worked with
ShareAction and other investors to
support a co-filing opportunity
regarding Barclay’s energy policy. The
group engaged with the bank
requesting, among other things, that it
issue a report explaining its approach to
stranded asset risk associated with

financing new oil and gas infrastructure.

Following further engagement and
application of pressure, Barclays
updated its climate policy to
incorporate, for example, additional
restrictions on unconventional gas and
oil, and requirements for energy clients
to have 2030 methane reduction target
targets. As a result of these

NOILY1VIS3 @

0S0

-
o
2
o
o
2
@®
o
X
o
c
()
=
o
m
<
=]
m
-
=
)
m
2
@)
o
2
m
c
2
O
(%]
—
m
=
>
X
(=}
w
=
-l
X
m
v
o
=
e}
N
(=]
N
'y

S~
N
(=]
N
)




announcements, ShareAction and the
group of investors withdrew from the
shareholder resolution before it went to
vote at Barclay’s Annual General
Meeting.

Following the announcement of the UK
government’s mini budget on 23
September 2022, gilt yields soared to
10-year highs in a short space of time
which saw unprecedented volatility in
gilt markets. Given the volatility and the
changing situation on a day-by-day
basis, the Fund’s LDl investment
manager, Insight, contacted Fund
officers and maintained an increased
level of dialogue over an extended
period of time as it sought to manage
the Fund’s assets against a backdrop of
falling prices. Pre-planned deleveraging
events were escalated and brought
forward in response to increased
leverage within the portfolio due to
reduced asset values, and several
additional deleveraging events were to
follow in the subsequent days and
weeks. Through this enhanced dialogue
with the manager and the actions taken
to reduce leverage within the portfolio,
officers were able to communicate the
impact of the gilts crisis to the Pensions
Committee and assuage any fears of

having to sell assets to meet collateral
calls.

In October 2022 the LCIV concluded its
process to add a second manager to its
multi asset credit fund and to realign
capital in the fund equally across both
managers. Concerns over strategy
specific risks (including staff turnover,
performance, and asset allocation) led
to the initial discussions to add a second
manager to the portfolio in an effort to
diversify the fund, reduce overall risk,
and improve performance. The
Pensions Committee agreed to the
addition of the second manager to the
fund at its meeting in July 2021, which
was implemented by the LCIV over the
following fifteen months.
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Principle 12:

Exercising
Rights and
Responsibilities



Principle 12: Exercising Rights and Responsibilities

12.1

12.2

12.3

The Lambeth Pension Fund is a long-
term active investor that takes seriously
its role in fostering and promoting
higher standards of stewardship and
believes that good stewardship can
enhance and protect the long-term
interests of the Fund and its ultimate
beneficiaries.

The Fund has a commitment to actively
exercising the ownership rights
attached to its investments, reflecting
the Fund’s conviction that responsible
asset owners should maintain oversight
of the companies in which it ultimately
invests and recognising that the
companies’ activities impact upon not
only their customers and clients, but
more widely upon their employees,
other stakeholders, and wider society.

Voting rights give shareholders both the
opportunity and responsibility to
participate in the stewardship of
companies, and the Fund delegates
these rights and responsibilities to its
investment managers where applicable.
There are of course different

12.4

expectations for managers depending
on the asset class, fund, and geography,
noting that engagement can be more
challenging for pooled funds,
alternative assets such as those in
private markets and fixed income, and
those in emerging markets; however,
the Fund’s policy on the exercise of its
rights, as set out in its ISS, allows for
flexibility in its expectations with due
consideration for the particular
circumstances of each manager and/or
asset class.

As a minimum all managers are
required to integrate all material
financial factors, as well as ESG and
ethical considerations, into its decision-
making processes for all investments,
and to use their influence as major
institutional investors and long-term
stewards of capital to promote good
practice in the investee companies and
markets to which the Fund is exposed.
Managers are expected to engage with
investee companies on areas related to
ESG issues and to exercise voting rights
with regards to ESG factors in a manner

that will most favourably impact the
Fund, that is aligned with the Fund’s
own objectives, and which also reflects
an understanding of local and
international best practice. The Fund
also expects its managers to provide
reports and updates on their
engagement activities with company
management, to follow-up on
engagement activity where companies
have promised action, and to take
meaningful remedial action where
companies do not engage or respond to
engagement.

12.5 The Fund’s investments through the

London CIV (LCIV), which account for
61% of the Fund and include
investments in global, sustainable and
emerging market equities, are covered
by the voting guidelines of the LCIV (last
updated in August 2024). The LCIV’s
investment managers are expected to
vote on all proxies considering the
impact of ESG factors to ensure
shareholder value is maximised, and to
vote with reference to guidelines issued
by the Local Authority Pension Fund
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12.6

12.7

Forum as far as is practically possible to
do so (or explain why not).

The LCIV incorporates its own
investment beliefs and priority themes
into its voting guidelines which are then
used in conjunction with the voting
guidelines of its stewardship partner,
Hermes EQS, in the specific voting
decision-making. These themes are
based on four pillars of stakeholder
capitalism, being People, Planet,
Principles of Governance, and
Prosperity, and form the basis on which
the LCIV’s voting guidelines have been
formed; therefore, voting decisions will
be made with reference to these
priorities. If companies are consistently
unreceptive to engagement with the
LCIV or its partners, it will consider
voting to oppose relevant board
members or resolutions. The Fund
receives quarterly voting reports from
the LCIV for its listed equity holdings
which are monitored and reviewed by
officers as part of regular stewardship
monitoring activity.

In 2024/25 there were 2,738 separate
proposals voted on across the Fund’s
three listed equity managers invested
through the LCIV (2,658 in 2023/24);

examples of voting activity undertaken
by Hermes EOS on behalf of the Fund
that demonstrates activity in line with
the Fund’s stewardship goals include
the following:

In May 2024 Hermes EOS voted in
favour of shareholder proposals at
Meta that covered a range of social and
environmental issues, all of which Meta
management recommending voting
against. These included proposals for a
report on Generative Al misinformation
and disinformation risks, a report on
child safety and harm reduction, and a
report on a framework to assess the
company’s lobbying alignment with
climate goals. It also voted in favour of
shareholder proposals at Amazon for
the company to disclose all material
scope 3 greenhouse gas emissions and
to commission a report on median and
adjusted gender/racial pay gaps.

In June 2024 Hermes EOS voted against
management proposals at Netflix to
elect a specific director due to concerns
around succession planning, overall
board structure, and concerns related
to board diversity. It made objections
for similar reasons with Home Depot
and Alphabet.

12.8

In June 2024, Hermes EOS voted in
favour of a range of shareholder
proposals at Tesla which its
management opposed; this included a
proposal to link executive pay to social
criteria by assessing the feasibility of
including sustainability as a
performance measure for senior
executive compensation, and a proposal
to seek a commitment to a moratorium
on sourcing minerals from deep sea
mining.

For private market funds, the manager
selection exercise provides the
opportunity to carry out appropriate
due diligence to review a manager’s
stewardship policies and ensure they
are of a sufficiently high standard and
aligned to the Fund’s own policies.
Where contracts, Private Placement
Memorandums or Limited Partnership
Agreements are red flagged during the
due diligence process, the Fund
reserves the right to seek further
information or clarity from the manager
and may, in exceptional circumstances,
request changes to the documentation.
Where this is not possible, the Fund will
often enter into Side Letter agreements
with a manager, where specific or one-
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12.9

12.10

off amendments can be agreed without
prejudice to the existing
documentation; for example, to set out
specific fee arrangements, most
favoured nation rights, or freedom of
information details.

Exercise of the Fund’s rights for private
market investments is delegated to the
investment managers but, as with
public market funds, the expectation is
that managers will engage with their
investee companies, drive
improvements in ESG and stewardship
activities, and provide regular reporting
back to the Fund on its activities.
Updates on this engagement activity is
fed back to the Pensions Committee
and Pensions Board via officers, whilst
the Fund’s adviser, Mercer, continues to
provide quarterly scoring of managers’
ESG integration into their investment
processes.

Where the opportunity is provided, the
Fund also seeks to exercise its rights by
sitting on the investment and advisory
panels or committees of the managers
in which it invests. The Fund has a
position on the Limited Partner
Advisory Committee of Permira Credit
Solutions V Fund (PCS5), one of the

Fund’s private debt managers, which
provides an opportunity to meet with
the senior investment team of the
portfolio, receive the latest portfolio
updates, and the direct opportunity to
feed back to the manager any concerns.
Similarly, the Fund also has a place on
the Unitholder Advisory Committee
(UAC) for its property investments with
Invesco and uses this position to
directly engage with the manager at
UAC meetings.

The Fund recognises that more needs to
be done to develop its approach to
exercising its rights and responsibilities,
particularly with regards the reporting
of voting and engagement for scrutiny
by the Pensions Committee and
Pensions Board and the public
disclosure of such information for its
members’ benefit. At the aggregate
level, with the LCIV’s appointment of
Hermes EOS, there continued to be
improvement at the pool level over the
course of 2024/25 in terms of the
reporting of voting and engagement
activity undertaken on behalf of client
funds. The Fund will work with its
advisers, fund managers and the LCIV
going forward to refine and improve
how it reports voting and engagement

activity as part of its overall approach to
stewardship.
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