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Len Duvall AM (Chair):  Let us move to item 6 and welcome Edmund Truell, who is the Chairman of the 

London Pensions Fund Authority.  Do you wish to say anything to begin with at the moment?  You have 

supplied us with the information that is contained in the main agenda item.  We have various briefing notes 

arising from that information that you have supplied us.  Is there anything you wish to say to the Committee at 

the beginning of this session? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  No, let us just open up for questions. 

 

Len Duvall AM (Chair):  Are any of the questions gentle in terms of pensions in that sense?  If we could just 

begin, how do you judge whether the fund is performing well or not?  What are you benchmarking your 

performance against? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is a very good question.  One of the 

changes, perhaps, one has been able to bring as a new broom has been a real focus on liabilities, in a sense 

before we worry about assets, because we have to understand what our liabilities are to our pension members 

and how those will grow over time.  We have done a lot of work on measuring those liabilities on a very regular 

basis.  I am pleased that now, pretty much every week, we get a report as to how our liabilities are changing as 

well as on how our assets are changing. 

 

Of course, measuring liabilities is like measuring a will-o’-the-wisp.  It is a very difficult thing to get a precise 

figure on.  If you think about that pension promise, firstly, every day that goes past you accrue more service 

and you are entitled to more pension.  You would expect your pensionable pay to rise over time and therefore 

your pension entitlement to rise over time as salaries and wages rise. 

 

One of the biggest risks is inflation because we are obliged to pay index-linked pensions in retirement.  Let us 

think.  Retirement these days can easily last 20, 25 or 30 years.  Our oldest member is nearly 108.  She has 

been in retirement for a long time.  Within indexation, it is quite likely that the pension being paid out just 

before someone dies is going to be significantly higher than even their final salary when they left employment.  

How inflation is going to move is a big, big risk and a big part of the liability. 

 

We have life expectancy.  It has been rising very significantly.  It has been, typically, rising 2% or 3% a year and 

that is one of the biggest issues that face pensions in this country in the sense that they were set up when 

perhaps life expectancy was five years in retirement.  Now it is more like 20 years in retirement. 

 

We try to put all of this into a mathematical model to estimate how our liabilities are doing.  Our liabilities 

have, as you might expect, risen over the last 12 months since I appeared before you before.  At the same 

time, however, I am pleased to say that our assets have also risen, so our investment performance has been 

pretty reasonable.  We are up about 14% year-on-year.  The other focus I have tried to bring - and I have been 

very ably assisted by my colleagues on the board and also by the executive team, which we have strengthened 

significantly in this area - is looking at risks.  What is the risk that that liability could really jump up 

significantly?  What is the risk that our assets could go down significantly?  So, as we look at performance, 



 
 

firstly, we are netting assets off against liabilities and, secondly, we are looking at the risk that that could 

diverge the wrong way. 

 

I am pleased that our risk-adjusted return has been particularly good.  It is all very well to say, “Rah-rah, we are 

up 14%”, but how much risk did we take to make that 14% return?  If we put it all on red and got lucky, that is 

actually worrying, as a pension fund manager.  If we did it with a nicely diversified portfolio which did not go 

down too much when the markets went down, then that is encouraging.  I am pleased to report that our risk-

adjusted return really stacks up well against our peer group. 

 

Len Duvall AM (Chair):  Is attaining a fully-funded pension fund a realistic aspiration? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Sorry to be slightly opaque about it, but 

being fully funded again is an interesting question.  We could be fully funded on a standard that is usually 

adopted by local authority pension funds and that is a very real aspiration because we are 90%-something 

funded today.  However, that standard assumes that we will make, year in and year out, a couple of percent 

more than the government bond rate.  If gilt rates are 3%, it assumes we would make about 5.4%.  If we were 

to make 5.4%, year in, year out, then we would be fully funded, so that is a realistic aspiration.  If we were to 

instead say we cannot rely on making an investment return and we could only rely on making a gilt-edged 

return, then we are several billion pounds short of being fully funded. 

 

Tony Arbour AM (Deputy Chairman):  You have already told us how well you have been doing year-on-

year.  Is that not an unrealistic statistic, given that at the beginning of the year the market was in a very poor 

state and at this point the market is in a much better state?  Therefore, should we not be looking at a trend?  I 

have a graph in front me showing me your five-year figure and your ten-year figure, but of course even the 

five-year figure and the ten-year figure can be flattened depending on the year you started.  If you started in 

2007 and that five-year period was 2007 to 2012, the figure would look very poor, would it not? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It would.  This is where risk comes in very 

much because, when I was running a business called Pension Insurance Corporation which, as the name 

suggests, insured pensions, I was particularly proud of the fact that we did not lose money in that 2007-2009 

period.  By not losing money in very bad market circumstances, we were safeguarding our pensioners’ assets.  

Then, of course, can you make money when markets rise?  Frankly, a rising tide does float many boats.  I am 

sure I could find pension funds and money managers that have done better over a one-year period.  I know I 

can.  I have done better myself with my money over a one-year period, but I have taken more risk in doing so. 

 

I want to see this pension fund over 50 years still be solvent enough to pay out those pensions.  We cannot 

afford to take excessive risks, whether it is of a one-year, five-year or ten-year nature.  We have to keep 

thinking in that rather millennial way and that is a real challenge. 

 

Tony Arbour AM (Deputy Chairman):  Really, what I am seeking to draw your attention to - and I have read 

the report that you have submitted to the Committee - is that it is particularly rosy because it deals with a 

particularly rosy past 12 months and that is similarly the period when you have been succeeding and reaping 

the benefits of economies of scale which are not likely to be repeated because next year’s figure will be based 

on the economies of scale that you have already achieved.  You have already alluded to your pensioner who is 

aged 108.  To such a person, your success in one year or two years is completely meaningless. 

 

It really does go back to what Len asked you right at the very beginning.  What is your yardstick?  I am not 

sure you have told us exactly what the yardstick is.  Generally, when you talk about a yardstick, you say, “We 

did better than this other comparator”.  I am not absolutely certain what the comparator is, unless it is 



 
 

Prudential or Standard Life or something.  Are you able to tell us over the long term, and in that context it 

would be more than ten years, how well you have done against those comparators? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  The absolute yardstick is our liabilities.  It 

is the ability to pay the pensions in full forever.  That is a very, very hard benchmark.  There is no hiding from 

that benchmark and I cannot stand fund managers that come in and report and say, for example, in 2009, “I 

have done better than the market and I am really sorry.  I have lost 30% of your money”.  That is not a 

reassuring statement.  When we are on the investment committee, we do not really give a lot of time to the 

investment team if they claim to have done better than the market.  We need to see them actually doing better 

than the rise in our liabilities and that is the benchmark we will be adopting and reporting on all the time and 

at the same time doing better on a risk-adjusted basis, so they are not just gambling with the money and 

hoping to get lucky. 

 

It is also, however, worthwhile looking at comparables.  What we particularly look at is whether we have 

selected the right investment managers and how those investment managers have done against their peer 

group.  If I take, for example, MFS, which is a global equity manager, how has MFS done compared to the 

world market index?  They have outperformed that by a little bit.  I do not want them to outperform it by a 

massive amount because they will be taking too much risk, but they have outperformed a bit, so there has 

been some positive manager selection there. 

 

The second key question is asset allocation.  Have we put our money into the right buckets?  To go on again 

about liabilities, have we managed our liabilities to the best of our ability?  One of the key things we did when 

I first came into post in January/February was we looked at the interest rate risk in our portfolio and we 

decided to, essentially, do the equivalent of selling gilts.  This was because the gilt-edged security at the time 

was yielding about 1.8%.  That is less than the rate of inflation, so it was guaranteeing that we would lose 

money in real terms.  This felt to us not the sort of asset we should be holding, so we sold that and we 

reversed our position on interest rates.  That decision in and of itself has yielded about £180 million of profit 

for the pension fund, so you can make a lot of money managing your liabilities, interest rates and inflation, as 

well as on your assets.  If I look back and we try to disaggregate the performance, we have generally managed 

to make more than the market with some good timing and with some good manager selection. 

 

Tony Arbour AM (Deputy Chairman):  The market’s liabilities are different from the liabilities that a local 

government pension fund would have.  Am I right in thinking that, actuarially, people who have spent their 

lives working in local government are likely to live longer than people who have -- I nearly said “coalmining”, 

but there are not many of them left.  I am sure you understand the point I am making. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Absolutely, yes. 

 

Tony Arbour AM (Deputy Chairman):  It may be that your liabilities are increasing in a way that 

comparators, ie other pension funds, might not be increasing.  I am not suggesting that you send the black 

spot around to long-living pensioners, but is the way around it to seek to recruit younger people to the fund? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We did have a pensioner fund forum and 

about 700 people turned up.  I did suggest free bungee-jumping for the over-70s.  Unfortunately, we have not 

had many applicants.  We are lucky in London, if one wants to think of it in those terms.  We are unlucky as a 

pension fund, but lucky in terms of actually having relatively long life expectancy, as you suggest. 

 

One method that we have suggested to Brandon Lewis [Parliamentary Under-Secretary of State for London, 

Local Government and Planning], the Minister calling for evidence around local authority pension funds, is that 



 
 

were we to mix our pool of pensioners with, for the sake of argument, a pool of pensioners from the north of 

England, Scotland or wherever it may be, actually we would get in pension fund terms a better mix of lives.  We 

would therefore be able to spread that longevity risk over a national statistic rather than a London statistic.  As 

you say, I would love to have some coalminers in the fund.  They would be ideal from a longevity risk 

perspective.  Perhaps by pooling our pension fund with other public sector pension funds, we may be able to 

improve that risk from our perspective. 

 

Tony Arbour AM (Deputy Chairman):  One of the questions that we have been set to ask you about is this 

business about recruiting other organisations.  Can you recruit only local government organisations or could 

you take over some other kind of pension fund? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  The London Pensions Fund Authority 

(LPFA) is already quite a broad church insofar as we have around 370 different types of organisation for whom 

we manage the pension liabilities.  They range from some of the boroughs, the Inner London Education 

Authority (ILEA) and all those sorts of legacy liabilities that you are very familiar with, through to some quite 

unusual ones.  The British Amateur Gymnastics Association, for example, churches and charities and even 

people like Serco have managed to somehow transfer pension liabilities to us.  Quite how I do not know.  

Therefore, we feel already able to bring in anybody who has had some kind of connection with the Local 

Government Pension Scheme. 

 

We would very much like to be able to extend that to a broader public sector pensions environment.  The legal 

position, of course, is unclear and that is how the lawyers get to stay rich: by having to opine on the one hand 

and then on the other.  It does seem as though we can amalgamate at least many of our functions in a shared 

service way, in particular with any member of the Greater London Authority (GLA) family and indeed beyond 

London as well with public sector bodies. 

 

Tony Arbour AM (Deputy Chairman):  In effect, you have two major funds.  You have an active fund and 

the pension fund. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Sorry, Tony, if I may just interrupt for a 

second, we actually amalgamated the funds about nine months ago, so we have just a single pension fund. 

 

Len Duvall AM (Chair):  There are a number of things that you have highlighted to us today.  What we want 

to know is the performance.  Is it just a blip or is this sustainable performance in terms of the pension fund?  

You mentioned about managing the liabilities.  I think you mentioned something about high-risk investments.  

You have alluded to that in that sense.  How sustainable is this performance or is it a blip? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We do not have enough resources in the 

pension fund to hedge to insure ourselves against all the risks that we would like to.  Inflation, for example.  

We have only about a quarter of our inflation risk managed.  You just know that over the next 70 years there 

will be a bout of sustained inflation that will cause our liabilities to rise. 

 

I hesitate to predict longevity.  We made a further significant provision against longer life expectancy this year.  

Whenever the actuaries say it is the last time you will have to make a provision, you just know perfectly well 

that in a few years’ time they will come back for another few hundred million of life expectancy provisions.  Of 

course, the benefit promise is completely out of our control.  If employers and the Government wish to promise 

more pensions, we just have to take whatever is thrown at us, so that side of the balance sheet is out of our 

control in many ways. 

 



 
 

On the asset side, I would be surprised to see markets rally, in inverted commas, ‘forever’ in the same way as 

they have over the last two or three years.  You really have to have done very badly not to have a positive 

performance in the last three years.  I could see the gilt market, which a lot of pension funds have investments 

in, falling as quantitative easing stops or tapers or whatever euphemism you want to use.  You would expect to 

see interest rates rise and gilt holdings fall in value.  We basically do not have any, so that is good news. 

 

On the equity side, our worldview is that global equities are still reasonable value, but I say “reasonable value”, 

not “great value”.  This is crystal ball gazing, but I would expect that the rate of growth in equity markets to 

slow in the next few years. 

 

Len Duvall AM (Chair):  OK.  Just before I bring Tony back in, there is just a question.  Can you just help me 

on the funding levels versus the valuation because there is another issue there in terms of some of those issues 

and around that?  In some of the answers you have given previously, managing the liabilities and the higher 

risk element of some of your investments as responsible for the performance of where you are now.  They 

would have taken place.  You would judge your performance between different valuations.  Is that correct?  

Are we right to go back to 2010 to -- you are going to do one soon, are you not? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes. 

 

Len Duvall AM (Chair):  Is it that period of time we should look at or the last nine months? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Personally, I have no responsibility for 

anything before January 2013.  However, what I would like to see is us actually publishing our performance 

and our valuations on a very regular basis.  We have been discussing this with the team as to whether we could 

on the website every month put out exactly what we have done.  That transparency would give our 

stakeholders, our pensioners and so on more reassurance.  They could see every single month what has 

happened.  This every-three-years valuation is really a bit of a legacy from the slide rule.  We have it all loaded 

up now.  As I say, we actually get the figures pretty much every week and there is no reason why we could not 

share those in summary form with the wider world. 

 

Len Duvall AM (Chair):  When do you plan to do that? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is something that we could do almost 

immediately.  In fact, we have a board meeting tomorrow.  I will take it back to the board and make sure that 

we actually implement that. 

 

Len Duvall AM (Chair):  Of course, that has implications as well as any revised strategy coming from the last 

nine months of your tenure in terms of the strategy and some of the inherent risks of the strategy.  What plans 

do you have for consultation with some of the stakeholders around that, considering that presumably on the 

evaluation you might be presenting to the board tomorrow they may well be paying more contributions? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  You have touched on a very important 

point.  I have talked about this very broad spread of members and employers that we have.  Many of them are 

extremely creditworthy, so if you think of the GLA itself, that is one of the most creditworthy certainly in the 

country if not the world.  Most people would like to back London as a good place to do business and a good 

place to have as counterparty. 

 

There are, however, some people who are, frankly, freeloading on the back of the GLA and similar employers’ 

creditworthiness and they are paying contributions that are significantly lower than the contribution rates that 



 
 

are needed to safely pay for the pension liabilities that they are racking up.  Without pre-empting the board 

meeting, we are likely to leave the contribution rates for the vast bulk of our employers at a very similar level 

to, if not the same as, that they have historically been paying.  It is around about 15% of payroll. 

 

There are, however, some employers within our stable who we believe need to pay a higher rate to reflect the 

fact that they are not particularly creditworthy counterparties.  We cannot bet on their continued existence for 

the next 25 years to make good any shortfall, so we will be looking at contribution rates for those, shall we say, 

less deserving and less creditworthy counterparties. 

 

Len Duvall AM (Chair):  We are right to expect that probably tomorrow afternoon there will be an 

announcement principally to local authorities?  They are in the middle of planning their budgets and some of 

the more efficient ones will have already finished.  In a sense, for those planning their budgets, you will be able 

to advise them what their contribution will be by tomorrow afternoon? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am not sure about by tomorrow 

afternoon.  There are 370 people to communicate with, but there is certainly a plan led by Mike Allen [Director 

of Pensions, LPFA] to actually communicate our view of contribution rates over the next few weeks to get that 

out and into people’s budgeting processes. I would stress that the majority of our employers will, assuming the 

board agrees with the submissions from the executive, not receive any higher contribution rate than that that 

they have been paying. 

 

Tony Arbour AM (Deputy Chairman):  Yes. Just simply arising from that, are any London boroughs 

freeloaders? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  This is a personal view.  I would not 

regard the boroughs per se, certainly the ones that are within our membership, as being not creditworthy. 

 

Tony Arbour AM (Deputy Chairman):  I am talking about in relation to the level of contribution. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  They did not appear on the list that I saw. 

 

Tony Arbour AM (Deputy Chairman):  OK.  You must be aware that that is the discussion that is going on 

at London Councils as we speak.  Some London councils, like Wandsworth, for example, do not want to carry 

the burden of people who they do not believe are as fiscally responsible as they are. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Indeed. 

 

Tony Arbour AM (Deputy Chairman):  In effect, you are outlining a problem that you have which these 

people perceive they might inherit. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is a similar problem in that, again, we 

would really benefit from some political clarity here from central Government.  Do central Government 

departments stand behind their outfits or not?  For example, if we take universities, does the department stand 

behind the pension obligations and the pension liabilities of the single universities or not?  You take that 

principle across it.  Ms Arnold was referring to a university member just now.  If a university is short of the 

readies, will central Government stump up?  If central Government is prepared to say, “Yes”, and if 

David Willetts as Minister [of State for Universities and Science] is prepared to tell us, “Yes, we will stand 

behind the liabilities of the university”, then of course we would regard them as extremely creditworthy.  If not, 

then some of them will need to look at their budgets. 



 
 

 

Tony Arbour AM (Deputy Chairman):  Finally, I would like to ask you about the inherited liabilities that you 

have from our predecessor bodies like the London Residuary Body (LRB) and the Greater London Council 

(GLC).  I understand that the provision that has been made is going to run out long before your liabilities will 

expire.  Is that right? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Not everything I inherited has been 

marvellous and that is certainly one of them.  There were a number of liabilities that were sort of dumped into 

the LPFA which have not been adequately funded.  There is, for example, a series of asbestosis claims that will 

run on for a long time.  They are difficult to quantify but I would be surprised if the LPFA actually received 

adequate funding for them in the first place, as well as those residuary pension liabilities you referred to.  Let 

us put it this way.  We would have to have some pretty inspired investment performance to be able to make 

good the deficit there. 

 

Tony Arbour AM (Deputy Chairman):  You have already told us about how the tide lifts all boats.  

Supposing that does not happen.  How will that liability be met?  Are you proposing to go to the boroughs? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have written repeatedly to central 

Government, and have not really had a reply, if you see what I mean, to say, “An Act of Parliament created this 

thing in 1989.  You should be standing behind it”, so our first recourse for shortfall there would be central 

Government.  Our second recourse would then be effectively a mutualisation of that deficit with ultimately 

London’s taxpayers having to shoulder the burden. 

 

Tony Arbour AM (Deputy Chairman):  You are not terribly popular, I guess. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am not in the business of being popular.  

I am just trying to tell it as I see it. 

 

Len Duvall AM (Chair): In terms of addressing the black hole of the Greater London Council, the London 

Residuary Body and Inner London Education Authority liabilities, is that a separate conversation you are having 

with central Government or is that something you are having discussions with the Mayor on, the longer-term 

issue? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am pleased that we have been 

supported in these submissions by the Mayor’s Office to a greater or lesser extent.  Last year there was a very 

full request.  The Mayor gets the opportunity every year to write a begging letter to central Government and 

we were firmly in it last year.  This year the reference was rather more passing, but the Mayor’s Office is trying 

to get a contribution, though we are being told by central Government not to hold our breath. 

 

Tony Arbour AM (Deputy Chairman):  There is one other thing which strikes me.  I am looking at how you 

distribute your investments.  How much is in what is described as ‘exotic financial instruments’?  What 

percentage of your investments and, related to that, who manages those?  You have in-house people and you 

employ specialists.  Do the in-house people manage derivatives or swaps or whatever it might be or is that 

done externally? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is done by both.  It is one of those 

things where, frankly, the more sets of eyes you have on it, the better.  For example, I am delighted to bring 

Luke Webster in as Finance Director to help look at it.  I think he has a degree in stochastic calculus and it is 

just the sort of thing you need to have an eye on these things. 



 
 

 

The actual execution of derivative trades is done principally by a group called Insight, who are a part of one of 

the world’s banking groups, Bank of New York (BNY) Mellon.  They execute the derivative trades, principally 

hedging.  We are trying to take risk off the table, so we are trying to reduce our risk in areas like interest rates 

and inflation.  They execute those for us and they manage those positions for us.  However, we have a Chief 

Investment Officer in Alex Gracian, who again is very quantitative.  First of all, we are doing our own analysis 

and he reports into the risk committee, which is a very strong committee in terms of looking at our risk in those 

areas. 

 

The risk, I can explain it for a moment, if that would be helpful.  Let us take inflation, something we are all 

familiar with.  We want to make sure that we do not pay more than 3% per year in inflation.  If inflation goes 

to 5%, then we get 2% from the market, from the other side of the swap.  If, however, inflation goes down to, 

say, 1%, we have to pay 2% out.  We want to make sure that our risk of having to pay out is never too great.  

We are managing that in-house but with all the actual market work being done externally. 

 

Tony Arbour AM (Deputy Chairman):  What proportion of your total funds is involved in that mechanism? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  At the moment, the actual number of 

pound notes out of the door is about £14 million.  It is very, very small.  The totality of positions is around 

about £1 billion, so it is about 20%-odd of our assets.  It is quite a significant gross exposure, even though net 

it is very small. 

 

Tony Arbour AM (Deputy Chairman):  You would describe, therefore, that the £14 million you are putting 

up to hedge against the risk is a kind of insurance premium? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is today’s value.  If you were to cash 

in the positions that is what you would get today.  It is not dissimilar.  It is similar sort of thinking, yes. 

 

Len Duvall AM (Chair):  Just for clarity, when you are talking of high risk that would be classed as high risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It has different sorts of risk but it is 

absolutely one of the key risks that we look at on a regular basis. 

 

Len Duvall AM (Chair):  Just a flavour for the Committee in terms of some of these investments.  Never mind 

the exotic, but other forms of investments.  What is the average investment?  What would the pension 

authority get out of bed to invest in and to what would it say, “No, it is too small”? What would be the size? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We are quite expensive, so we need 

about £25 million, typically, to get out of bed or at least have the prospect of putting £25 million to work.  We 

did one investment, for example, with Bridges Ventures, which is a very innovative fund that is looking to put 

investment behind entrepreneurs in deprived areas and has been pretty successful at helping to create jobs in 

some of the less fortunate areas of London.  We actually committed £15 million to that investment, but we had 

lots of conversations with them about how, if some of their investments succeed and do well, we would like to 

put more money behind those successful investments.  Over time we would plan and hope to get £30 million or 

£40 million into that Bridges Ventures portfolio, but it will take a few years to mature and get to that point. 

 

Len Duvall AM (Chair):  The norm would be £25 million.  It would not be the norm to go below £25 million. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Correct.  That is the minimum. 



 
 

 

Len Duvall AM (Chair):  They are few and far between projects. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes.  For something like the social impact 

investing, you have to be a bit more flexible.  You cannot just be hard and fast about it because the scale of 

project just is not big enough to justify it. 

 

Len Duvall AM (Chair):  Would that be higher risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is high risk, yes.  By definition, you 

are not backing winners.  You are backing people that are in difficult circumstances and therefore do not rely 

on getting all your money back.  We have to view that as a risky investment.  Equally and in a way forgetting 

the social benefits, clearly we are charged with making a financial return and the actual performance of their 

first two funds has been mid-teens per cent per annum, which is pretty damn good for social investing. 

 

Len Duvall AM (Chair):  Just going back to a question that Tony [Arbour AM] asked, I am not quite sure if 

we had an answer.  In terms of your statement of investment in principles, I think you refer to it in your world 

as liquid and illiquid issues and risk.  If you could help us out, we have figures here.  At the moment, your fund 

aims to invest 55% in equities, ie shares.  Is that illiquid, as in high risk?  If you can go through that, I will go 

through the list and you tell me what it is. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is liquid. 

 

Len Duvall AM (Chair):  OK, so that is liquid and that is not high risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  No. 

 

Len Duvall AM (Chair):  OK, so that is low risk.  Then 30% in illiquid, which is high risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Illiquid is typically higher risk. 

 

Len Duvall AM (Chair):  OK, and 15% total returns in bonds.  What is that?  Is that a low risk or a high risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is middle to high risk. 

 

Len Duvall AM (Chair):  Then, on exotic investments, just to get it in percentage terms, I think you gave us a 

monetary value.  Where would you put that percentage of the balance of where you’re going?  

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I would be surprised if that was more 

than about 5% at any one time. 

 

Len Duvall AM (Chair):  That is high risk? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes.  It is high risk.  It is taking risk off on 

the liabilities side, but it clearly has a lot of volatility in terms of its value. 

 

Tony Arbour AM (Deputy Chairman):  However, you said there was a £1 billion at risk in financial 

instruments, derivatives or something of that sort.  Did you put a figure of £1 billion on that? 

 



 
 

Edmund Truell (Chairman, London Pensions Fund Authority):  I actually rather like your insurance 

analogy.  We have taken out £1 billion of insurance on our portfolio.  For the cost, if you like, your premium 

analogy was quite good.  It cost £14 million to get £1 billion of insurance, so that is a very nice way of thinking 

about it. 

 

Tony Arbour AM (Deputy Chairman):  All right, but in relation to the question that Len is asking, Len is 

asking you about the investment of the whole fund.  These percentages relate to the whole fund.  The 

£1 billion for which we are paying a £14 million premium relates to £1 billion from your income, not from your 

fund. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  No, it is insurance of our liabilities. 

 

Tony Arbour AM (Deputy Chairman):  In the fund? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes. Could I just talk about liquid and 

illiquid?  We do not need much liquidity, ie we pay out £250 million a year of pensions and clearly we need to 

have that cash in the bank, month in, month out, to pay the pensions. 

 

Shares are actually pretty liquid, particularly the big ones.  If you want to sell Vodafone shares or Shell shares, 

you will the money in a couple of days’ time.  It is a liquid market.  The value may go up and down, but you 

can always cash them in.  We think of those as liquid investments. 

 

Actually, as a pension fund we have a lot of money that we do not need for 20, 30 or 40 years.  As an 

investment principle, we want to put more money into these long-term assets.  A good example would be 

infrastructure or housing.  We could invest in a housing development or a housing portfolio and over the next 

30 or 40 years enjoy rents from those properties and hopefully have an asset that, certainly if history is any 

guide to the future, does over a long period of time tend to go up in value, certainly in London.  That is the 

sort of asset that we are looking to buy and build more of in the pension fund. 

 

We have brought onto the board a couple of real experts in this area to help guide us strategically and in the 

investment team we have also brought a couple of people on to help oversee that sort of investment project.  

That is illiquid.  It can take you months or years to sell your house or your bridge or whatever it is you are 

investing in, but over time we think they produce good, long-term, solid, inflation-protected returns. 

 

Len Duvall AM (Chair):  Having said that, I may have misunderstood you earlier on because I thought you 

needed some money to help you in terms of cash flow in some of those issues earlier on.  I thought that from 

one of your answers.  Is that not the case, then, from that answer?  This is moving in a different direction, is it 

not?  These are high-risk investments that you are pursuing.  There is an element of judgement about that, but 

you get a greater return if it comes off. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have to make a significant return.  We 

have to make 4% per annum over inflation to be absolutely rock-solidly sure of being able to pay all the 

pensions, including, for example, those legacy things that we have inherited.  That is a pretty demanding 

target. 

 

Len Duvall AM (Chair):  Do you see this becoming more of the norm? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I see it as more of the norm, investing 

into these illiquid, more difficult investments. 



 
 

 

Len Duvall AM (Chair):  In that sense, what are the checks and balances in the brave new world that you are 

outlining?  What are the checks and balances that you have put in place to make sure there is a prudent and 

mature approach to the managing of this risk?  What are they and can you explain to us in layman’s terms what 

you have put in place in terms of protecting the stakeholders and ultimately the pension receivers? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Let us start with governance.  As the 

board membership turns over naturally, we have taken the opportunity to find some really world-class experts 

to come and help us think through the strategy in this area and, if necessary, to hold the executive team to 

account, people like Kerry Adby [Managing Director, Copernican Securities], for example, an Australian.  She is 

on the Australian superannuation fund’s board -- 

 

Len Duvall AM (Chair):  I tell you what.  We will return to governance and maybe if you talk just in terms of 

some of the mechanical checks and balances you have put in place in terms of those who do work on behalf of 

your board. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Of course.  One of the first things I 

instituted was a risk committee specifically, obviously, to look at financial risk as our biggest risk as opposed to 

the risk of tripping over an electric flex.  The risk committee is a new innovation and that was populated by 

people who really are expert in this area.  That committee has a wide remit to wander around the fund and 

around the authority and make sure that we understand risks, we measure risks and we can wherever possible 

control risks. 

 

On the investment committee side, we have also instituted an investment subcommittee process whereby 

pretty much every week the investment subcommittee, which has both non-executive and executive team 

members including myself, meet to review the assets and liabilities on a weekly basis.  I have instituted very 

regular reporting.  That reporting is shared with the entire board and, as I promised, we will now be sharing it 

with the wider world and a very much more informed hands-on questioning of the executive team as to what 

they are up to. 

 

Len Duvall AM (Chair):  OK. 

 

Andrew Boff AM:  Thank you.  You alluded to housing as an investment earlier.  Could you tell me what 

proportion of the fund assets will be used to invest in new housing and how many new homes pension funding 

will support? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I appeared before some of you last year.  

We felt that this was an interesting asset class for the pension fund in the sense that it does offer a good yield 

- I am talking about some private rented sector housing - and not every year but over the long term a good 

store of value as well. 

 

We have been working with the GLA team, who have several advantages.  The GLA, the boroughs, Transport 

for London (TfL) and others own many, many acres of land in and around London, so, if we can work with 

them in a joint-venture way, they can provide us with that raw material of land, often brownfield land for 

redevelopment.  Secondly, in terms of planning, we can tap into the thinking on the planning side and make 

sure that whatever we design is in accordance with both local and city-wide planning objectives.  Then, from a 

transport perspective, which is the third most vital ingredient of successful property development and property 

investing, again, TfL is not too far away.  We can go and talk to them about a new Tube station or whatever it 

might be. 



 
 

 

As well as trying to create communities here, there is no point in just building blocks of flats that do not go 

anywhere.  We have to create communities and this takes some time in the planning.  Yes, I could say I have 

been a little frustrated at the pace of some of this.  Nevertheless, there are some sizeable opportunities to 

create real communities in and around London that would make good investments for the pension fund in the 

long term. 

 

We do want to put up significant amounts of money.  We want to do it in a joint venture with the landowners, 

so we do not want to buy land from them.  We would like them to contribute land.  That reduces our risks and 

increases alignment of interest.  We are not just putting money into the hands of the landowner.  Thirdly, at 

least at the outset as we learn and for a really hard-edged market test, we would like to bring in international 

pension funds to invest alongside us in these projects because that gives us the view that these international 

funds, some of whom are extremely well resourced and very significant investors internationally into 

infrastructure and housing, will be market-testing the price at which we are investing. 

 

Andrew Boff AM:  I appreciate that very full response.  It does not really tell me what proportion of the LPFA 

fund assets are actually going to be used for housing. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We would expect to put about 

£100 million into this as a first wave.  If it is successful, then I could see that proportion rising quite 

significantly towards £400 million or £500 million over time. 

 

Andrew Boff AM:  Very good. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We would really like to get started, 

actually. 

 

Andrew Boff AM:  Yes, I am sure you would and I can detect the frustration in your voice.  You obviously see 

this as something that is a worthwhile investment and, indeed, there are examples throughout London now of 

where this can happen.  I am interested that it seems to me you want to use your fund as leverage to get other 

funds to invest as well.  Would that be a fair comment? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is absolutely right, so international 

funds from Canada, Holland and Australia have already approached us and had conversations about this.  They 

see us as being, from their perspective, the political protection.  Those softer issues can be addressed by the 

London Pensions Fund Authority and they can be perhaps writing some significant cheques alongside us. 

 

Andrew Boff AM:  For that initial investment of £100 million, which you have been very good in estimating 

for us, how many properties will that mean?  How many housing problems is that going to resolve? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am afraid to say it is not going to solve 

London’s housing problems by itself -- 

 

Andrew Boff AM:  We need an awful lot of them. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  -- but I would hope that our £100 million 

together with our friends and relations would be able to do about a 2,000-unit development, if that is the right 

word, community. 

 



 
 

Andrew Boff AM:  For £100 million? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes.  That is what we think we could 

pump prime, if that is the right term. 

 

Andrew Boff AM:  This is an aspiration for the coming year?  When we talk to you next year, how long along 

the line do you think you are going to be? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I would like to be judged by that.  I would 

like to feel that we have a spade in the ground, if you see what I mean, which is quite ambitious in these terms.  

It is -- 

 

Andrew Boff AM:  A spade in the ground by December 2014? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Correct. 

 

Andrew Boff AM: Thank you. 

 

Jennette Arnold OBE AM: I recently had a meeting with GLA officers who were in the Housing and Land 

team because I was brokering a meeting with them and a voluntary sector organisation.  I gained the distinct 

impression that this was a team that was really geared up professionally and knew what they were doing 

because they had been working to get projects.  For instance, they were looking for projects to spend money 

that go up to 2014. 

 

I would have just thought that there over the last year you will have had an open door to sit around the table 

and bring your £100 million to add to the Mayor’s zillions or whatever he is spending.  I do not understand 

what your frustration is.  Is it a frustration from your side organisationally?  Surely it is not a frustration about 

need or about partners that are available. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am sure we would all agree there is a 

very significant need for housing in London of all sorts but particularly this private rented sector.  

Richard Blakeway [Deputy Mayor for Housing, GLA] and his team have, again, done good work with us.  They 

have identified some of the sites, but this is where the frustration now comes in.  To make some of those sites 

really successful, you would actually get land from other neighbouring landowners as well.  It may be that a 

London borough owns ten acres alongside ten acres that the GLA -- 

 

Jennette Arnold OBE AM:  Yes, we are familiar with that. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That would be ideal.  The second problem 

that I find frustrating is that there are all sorts of European Union (EU) tendering rules and procurement rules 

that you have to go through to be able to actually do anything.  This sends me nuts. 

 

Jennette Arnold OBE AM:  Those rules exist and they have existed for a number of years.  I really am not 

looking for the reason why you cannot do anything.  It was just about this obvious frustration that you have.  I 

would prefer to understand that you are fit and you are ready and it is possibly that the GLA could do more.  

The GLA has to deal with all of these hurdles.  Registered social landlords (RSLs) have had to deal with them.  

You are coming with money as an investor, so I do not really think we should be hearing about frustration.  We 

should be hearing that the timeline has been set and you will be delivering in the next 12 months. 

 



 
 

Edmund Truell (Chairman, London Pensions Fund Authority):  What we have done is work closely with 

them.  We now have sites identified, which is a good start.  Some of the feasibility work is being done on 

exactly what that community would look like, how many units, whether there is going to be a school and shops 

and all the rest of it.  They have brought in other stakeholders to help who can, for example, run a school or 

build a university wing or whatever it may be.  These are really quite big and exciting projects.  I was delighted 

to see there was an announcement about three or four weeks ago in terms of really pushing this programme 

on.  The GLA has done all the homework to make this a reality and that is why I was prepared to put myself out 

on a bit of a limb by saying we will get a spade in the ground by this time next year. 

 

Jennette Arnold OBE AM:  To what extent could LPFA look to direct more funding towards other 

infrastructure projects in London?  Would that be going against the strategic requirements of the fund?  We 

talked about housing but we know that there are nurseries to be built and, it is endless. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We are very, very keen to do this, 

whether it be a new bridge or, as you say, schools or hospitals.  There is so much infrastructure in the widest 

sense to be built here.  We feel, as I said before, that we have a natural advantage in terms of being part of the 

GLA family and we would love to exploit it.  Send us the proposals, please. 

 

Jennette Arnold OBE AM:  Given that the GLA Housing and Land, land that is now linked to schooling and 

other projects that the Mayor has become involved with, there is a sort of wider base.  You would agree with 

me that there is the opportunity there for a wider engagement in other infrastructure projects, not just 

housing? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I very much hope that and, again, we 

recognise our limitations.  For example, in this area, we will be using the good offices and resources of the 

GLA.  Again, many of the boroughs have good skills.  We had a couple of meetings with TfL because they 

know how to build things as well.  We are trying to leverage other people’s skills and resources as best as 

possible and then, where necessary, bring in some private sector expertise on secondment and so on to help us 

actually do it.  We do not have a sufficient scale of pension fund to be able to afford the 180 people that the 

Canada Pension Plan has, for example. 

 

Jennette Arnold OBE AM:  That leads on nicely to the other question that I have.  You are forward-thinking 

as the London Pensions Fund Authority.  What more could be done by the Mayor in his incredible influencing 

role on the Government Minister leading any particular area to attract more pension funds like you to help 

finance public infrastructure projects?  Is that something that you do -- 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have been lobbying, if that is the 

right word, and providing policy suggestions to central Government and also to the Mayor’s Office and, as you 

say, do have significant influence with our view that the United Kingdom as a whole should be amalgamating 

and pooling together the 40,000 public sector pension funds and creating our own sovereign wealth funds.  

We have hundreds of billions of pounds of pension assets in the public sector here in the United Kingdom and 

yet it is all so diffuse that you cannot pull it together and actually produce the hundreds of millions of pounds 

necessary for some of these projects.  If we could have a handful of public pension funds with £30 billion, 

£40 billion or £50 billion in each of those funds, then you could have the centres of excellence and the 

wherewithal to really make a difference in infrastructure.  There was £375 billion worth of infrastructure needs 

outlined in the Autumn Statement and I have personally taken the opportunity to say to George Osborne 

[Chancellor of the Exchequer] and Michael Fallon [Minister of State for Business and Enterprise] just as two 

Ministers in the last week that they should be using the money that is here under our noses rather than going 

off to China, Singapore, Kuwait and everywhere else. 



 
 

 

Tony Arbour AM (Deputy Chairman):  Is it in the public domain that you have written those letters? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Some of those letters are in the public 

domain and some of them are private, grabbing them as they pass in the street. 

 

Jennette Arnold OBE AM:  If you could share anything you could with us because as a Committee we might 

want to be supportive of that if that is -- 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That would be really helpful.  Thank you. 

 

Jennette Arnold OBE AM:  If we could see what you are saying, maybe we could start at home and have a 

well-informed discussion with the Mayor.  Have you had direct discussions with the Mayor?  He has been able 

to get his colleagues in Government to shift the education agenda, so do you have him on side? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It would be time to have another 

discussion with the Mayor.  We did have one and it was particularly around housing and infrastructure in terms 

of thinking about the London Pensions Funds and whether we could pool some of the money from London 

Pensions Funds.  I have not had the discussion with him on a more national level.  As you say, he can be a 

great champion for things.  It would be good to get him on board. 

 

Jennette Arnold OBE AM:  Because this is a national issue, do you know if the Public Accounts Committee 

has ever taken evidence or had a meeting about this nationally?  We could find out.  You do not know? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Not to the best of my knowledge, though 

I am pleased that Francis Maude [Minister for the Cabinet Office] is beginning to take a serious interest in this 

as the Minister for Efficiency or whatever he has as a title. 

 

Jennette Arnold OBE AM:  It sounds just such a sensible thing to do.  Are there any schemes in the 

Government’s recently announced National Infrastructure Plan that you might consider adding to the LPFA 

portfolio? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  One of the areas that we believe should 

make a good investment case is in energy.  There is a looming energy shortfall when the lights need to be kept 

on and so investing in some of the energy projects would indeed make good economic sense as long-term 

investments. 

 

Jennette Arnold OBE AM:  Just for us to understand, you have had that thought, so where does that go and 

who will make that decision?  Will you take it to your board and then will you get a working group together 

and what timeline are you working to with such a good idea? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We took these general thoughts to the 

board and to the investment committee over the last nine months and have hired in an executive to specifically 

look around and try to find promising projects.  As I was going to say, at the board level we have hired in 

experts to help us assess those things from a strategic perspective, so Kerry Adby [Managing Director, 

Copernican Securities] and Skip McMullan [Chairman of Trustees, Bank of America United Kingdom Pension 

Scheme] in particular. 

 



 
 

Caroline Pidgeon MBE AM:  Yes, I have one very specific question.  You sounded so enthusiastic about 

institutional investment.  We had announced on 31 July from the Mayor a ground-breaking housing deal for 

the Elephant and Castle, the United Kingdom’s first large-scale institutionally-backed residential homes at 

Newington Butts, just down at the Elephant and Castle.  Where were you?  Why were you not part of this? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Indeed, why were we not?  We were too 

late in the game, basically, because that contract had already been let, if that is the right phrase, before the 

meetings we had with the Mayor’s Office or the GLA, I should say. 

 

Caroline Pidgeon MBE AM:  This was July, so when did you have meetings with the Mayor’s Office? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We had meetings in about February or 

thereabouts.  There were tender processes and -- 

 

Caroline Pidgeon MBE AM:  It was too late for this? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  The GLA determined, and I think they 

were probably right, that they would get sued if they circumvented the process. 

 

Caroline Pidgeon MBE AM:  Given February was too late for this July announcement, you are already in 

some other projects that will be announced in the coming months? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Fingers crossed, yes. 

 

Caroline Pidgeon MBE AM:  Thank you. 

 

Len Duvall AM (Chair): I like to think that I take risks as a politician and I am prepared to take risks.  In terms 

of some of the progressive thinking, it is very laudable and fresh in terms of your approach and some of the 

investment angles that you have just been talking about.  In the decision-making process, particularly where 

your major shareholder happens to be the Mayor and he has an interest in some of those projects, where are 

the feet firmly on the ground?  Your whole background is about taking risks and high risk and managing that.  

Where does that fit in terms of the arrangements around managing that risk and some of these investments?  

Is there a special body that you have set up within the pension fund as a subgroup?  How is that risk 

managed?  I do not want to go into board governance because we are going to come on to that later on, but 

just give me a feet-firmly-on-the-ground issue and how you carry out your responsibilities as a guardian of 

that money? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Just from a governance perspective 

firstly, the risk committee gets involved in every new investment, so they have the chance to put their hand up 

and say, “We think that is too risky”.  Separately, there is the investment committee, which I chair personally.  I 

have always thought that the best way of making a good return is to not lose money.  I hate losing money and 

so we look at the downside before we look at the upside.  There is a strong risk-mitigating culture in the 

investment committee as well as in the risk committee.  As I said, the risk committee was a new thing which I 

introduced the better part of a year ago. 

 

Len Duvall AM (Chair):  Where is the transparency between, God forbid, if you ever had a politician who 

said, “Thank you very much.  A very nice pension authority that you have these little arrangements, but you 

are going to invest in this project”? 

 



 
 

Edmund Truell (Chairman, London Pensions Fund Authority):  That might be good for Lewisham and 

not good for whatever, yes. 

 

Len Duvall AM (Chair):  What is the resilience to withstand that, though?  Where is the transparency? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Firstly, transparency is to make sure that 

whenever we make an investment we publicise the fact that that investment has been made. 

 

My second point is, and this is why perhaps we have only put £100 million in a, say, £400 million development, 

to bring in international third parties to co-invest on the same terms alongside us.  If a world-renowned 

pension fund like the Canadians’ comes in and says, “We will put up £100 million alongside your £100 million 

on the same terms as you do”, then that gives us as a pension fund authority, we believe, protection in the 

sense of, as you say, the political, “Why were you favouring this borough or the Mayor or were you favouring 

whatever?”  That is quite apart from our own reputations, which are generally things we guard jealously in 

terms of making good investments.  I promise not to invest in the cable car. 

 

Len Duvall AM (Chair):  A wise choice. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I was not entirely persuaded. 

 

Tony Arbour AM (Deputy Chairman):  Or the bikes. 

 

Len Duvall AM (Chair):  Or the bikes on the basis of what happened this morning. 

 

Jennette Arnold OBE AM:  He might take up electric cars. 

 

Len Duvall AM (Chair):  You mentioned energy issues.  With your experience, would you invest in fracking? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am not persuaded.  It is interesting.  

Shell took a big, big hit.  Shell took a £1.8 billion write-down on fracking.  It is not as guaranteed a beautiful 

outcome as some would have you believe. 

 

Len Duvall AM (Chair):  Excellent, as we lead into the next conversation on--  

 

Darren Johnson AM:  Thank you for that opener, Chair. 

 

Looking at your notes, you say that environmental and social assets account for 3% to 4% of the fund’s 

investment.  This seems to have declined a little bit since you came before the Assembly for your confirmation 

hearing when we were told that it was around 6%.  Is this deliberate or is it a fluctuation or what? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It was because we had two funds at that 

point.  There was an active fund and a pension fund and it was 6% of the active fund.  There was nothing in 

the other fund. 

 

Darren Johnson AM:  This is as a result of the amalgamation? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  The actual amount invested is, I would 

think, very marginally higher now in pound note terms than it was a year ago. 

 



 
 

Darren Johnson AM:  Do you have plans to drive that up?  Is there a strategy to drive that up? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Absolutely. 

 

Darren Johnson AM:  Could you say a bit more about that? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is a difficult balance.  First and 

foremost, we have to make good investments.  We are not a charity. 

 

Darren Johnson AM:  Yes, we understand that. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  However, by finding people like Bridges 

Ventures, I would like to think that we can achieve both objectives.  Therefore, we very much want to drive up 

our investing or co-investing with people like that who have the skills and the resources to manage those quite 

tricky investments and using our money to good advantage. 

 

Darren Johnson AM:  At your confirmation hearing as well, you said in terms of the sustainability agenda 

that it was not just about investing in those funds that are labelled ‘clean tech’ or ‘green’.  It should be looking 

across the board in all businesses.  I suppose the corollary of that is that it is not just about investing in specific 

green funds and so on, but are you questioning about investing in fossil fuel funds, especially given research is 

suggesting that the actual investment return might not be a good long-term prospect if we are to get serious 

about tackling climate change. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We had a board away day in April and 

one of the key themes there was to think about this 50 to 70-year horizon.  We do not want to be investing in 

things that are going to be dead in 50 years. 

 

Darren Johnson AM:  Absolutely. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have looked at that and looked at our 

investment allocations.  Part of this has been to say we want to tilt it more towards the assets that we believe 

are sustainable in all ways, not just economically sustainable but more widely sustainable, to look at issues like 

water and to look at issues like energy usage.  If we are not investing in businesses and assets that are 

effective and efficient in those ways, we are going to be storing up trouble for the long term. 

 

Darren Johnson AM:  Do you feel that you are overexposed at the moment in terms of investment in, oil 

companies and so on and you do have a very clear plan to shift? 

 

Edmund Truell (Chairman, London Pensions Fund Authority): We have too much money in that and I 

would like to see much more direct investment.  For example, if we take our clean tech investment, we have 

about £180 million in clean tech funds.  Whilst that may look like a nice label, too much of that fund money 

has been invested in things like wind and solar in Spain where it is wholly dependent on a government subsidy 

to actually make an economic return and so does not tick my economically sustainable box.  It is not a good 

investment, basically.  If we can pick more direct projects, then we are going to be more successful in actually 

making a good economic return as well as putting more money -- 

 

Darren Johnson AM:  It is both economically and environmentally sustainable? 

 



 
 

Edmund Truell (Chairman, London Pensions Fund Authority):  Absolutely.  For example, we talked 

about housing.  We can make sure that those housing developments, yes, it will be a bit more expensive; 

actually have the best in class energy usage certificates.  Where possible, we are doing solar roofs and things 

like that to help the long-term sustainability of those investments. 

 

Darren Johnson AM:  Just finally, before I hand back to the Chair, what sort of timescale are you looking at 

in terms of this shift now, then? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am an impatient person, so I would like 

it over the next couple of years to have significantly more in this area.  With another hat on, I am Chairman of 

something called the Sustainable Technology Fund, so I do have access to some investment flow in this area. 

 

Darren Johnson AM:  If you were to come back here in two years’ time, we would be seeing a significant 

change in direction? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I think you will. Chair, if I may possibly 

raise one issue, it is that of conflict of interest here.  Some of the direct investments that we would 

contemplate investing in are, for example, investments that ‘I’, in inverted commas, have made through the 

Sustainable Technology Fund.  Those are investments on behalf of inter alia Government funds.  The 

Government puts up about three quarters of the money in a pump-priming way with private investments, but I 

might have an investment in that myself.  Is it a conflict of interest?  I would really appreciate your view.  If I 

think something is a good investment with my other hat on and say, “We would like to put in £5 million from 

our sustainable fund”, and the pension fund thinks it is also a good investment and puts in £25 million 

alongside us and we get a third party to put in some money as well, there is a perception of conflict of interest. 

 

Darren Johnson AM:  If that happened here and I was chairing a Committee or the Assembly, for example, 

and a particular item came up where I had a direct interest, I would not take part in that particular decision. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Indeed, but it does not mean that 

decision cannot happen? 

 

Darren Johnson AM:  No.  That decision would happen in my absence. 

 

Len Duvall AM (Chair):  Shall we stay on this matter before we move on to other matters, then?  Have there 

been any circumstances where that has occurred for you personally and for other board members?  They will 

have views of where there is co-investment in terms of issues. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  There have been investment proposals 

put forward, whether by me or other board members or indeed by the executive, where the board member 

wishes to invest either in a personal capacity or in some other role.  They have caused a lot of self-examination.  

Let us put it that way.  We felt that actually, if we took Mr Johnson’s suggestions that the proponent then did 

not take any part in the investment decision, it would be a significant mitigant and to make sure that actually, 

if the proponent was investing on exactly the same terms as the pension fund at exactly the same time, then 

that should be an acceptable way forward.  Where we have ruled things offside is where you might have a little 

business and three or four years down the track you say, “Would you the pension fund put more money into 

it?”  That is a tricky one where the conflict becomes untenable. 

 

Len Duvall AM (Chair):  Is there a risk where board members have put that as a special entry and the 

awareness of that for both staff and other board members?  Are those things employed within your authority? 



 
 

Do you have a register of interests on those particular projects where this may have occurred? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is not only a function of a register of 

interests.  It is actually the prospective interest that is the one that needs to be declared and we are very 

careful and our board secretary makes sure that he maintains a very current record of such interests. 

 

Len Duvall AM (Chair):  There is a register of interests, but what we are talking about here in real time is 

about business dealings. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Exactly. 

 

Len Duvall AM (Chair):  That is slightly different.  There should be a separate register of where this comes 

up.  Let us go back.  Let us take a step back.  How do these investments arrive at the board?  Clearly, I have 

sat on private sector boards and people will introduce things that may well be important to them and they will 

register an interest.  On some of these investments, would that occur in this case?  This almost implies insider 

knowledge.  If something arrives up through the process onto the board and I am sitting there and in my 

pocket I have a wallet of potential money to invest and I see this coming up as inside information, I might wish 

to pursue that.  What advice do you give to board members or indeed yourself if that is the case?  Those two 

specific instances: how do investments arrive and at what step do board members declare this? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Let me be very personal about it.  I have 

a wide network, having spent 30 years in the City and private equity in particular, a wide network of contacts 

and deal flows, so every single day three or four investment ideas will arrive.  If I think one of those is a 

particularly good idea, then I feel duty-bound to introduce it to the LPFA as an investment opportunity, a kind 

of first right of refusal. 

 

I have encouraged my fellow board members to take the same view, so that if we have good investment 

proposals, I want them on the table in the LPFA because I do not want people thinking, “That is a nice one.  I 

will keep that one for myself”, versus, “That is a less good one.  I will send it off to the LPFA”.  I would like to 

see as many investment proposals as possible.  At that point, I would take a view that actually if the board 

member putting it up or if I putting up is prepared to invest their own money in the deal, that is actually quite 

a good statement of belief and faith.  There is nothing like putting your own money on the line to say, “This is 

a decent deal”. 

 

Len Duvall AM (Chair):  The second part.  If it comes up through the LPFA and I am sitting there with a big 

fat wallet and I decide to use the information I have gained -- 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Let us say a housing project comes 

through the GLA and comes into the executive team, at that point, it is very difficult for board members to put 

their hand up and say, “I would like to invest in it”, because actually that has been derived from the executive 

team’s own efforts and therefore makes it tricky.  Let us say a housing project came in.  I cannot say, “I would 

like one of those”.  I do not think that is appropriate. 

 

Len Duvall AM (Chair):  We operate in a very different world, but I suspect the same issues apply about 

some of those operational issues.  We might need to return to this because it is a very important area and will 

become more so, I suspect, in terms of some of those other investments.  Let us bring in some other 

individuals.  Joanne? 

 



 
 

Joanne McCartney AM:  Returning to your former point that if a board member is sufficiently confident that 

they put their own money in, it indicates that it may be a good investment, do you ever examine whether the 

investment would perhaps not be viable unless you put more money in and there was always going to be that 

issue of personal gain and where you draw the balance?  It struck me that when you look at investments, 

particularly where there may be conflict, do you ever get outside independent advice?  That seems to me 

something that in those situations you certainly would need to have for transparency at least. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Indeed, very much so.  For any private 

equity-type investment, for example, we have appointed a specialist manager to look at those investment 

opportunities and advise on them and indeed invest some of their fund money alongside us.  It is my principle 

of, if it is that good, put your own money on the line.  We have used that.  Again, on the property side, we 

clearly bring in expertise.  That might be the GLA Housing team or otherwise, but we want to get specialist 

advice on these things to make sure as best we can that we are doing the right deals.  It is very important. 

 

Joanne McCartney AM:  Is there not a professional code of conduct that deals with this? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  There is, but the issue that we have with 

a lot of the codes of conduct is that they are much more worried about public market-type opportunities like 

buying stocks and bonds and do not do very well when actually there is quite a degree of managerial input 

required.  For example, I am sorry to go back to housing all the time but it is an asset class we understand.  

One actually needs quite a lot of managerial input to create a housing development.  You have to find the 

right builder and the contractor and deal with the transport issues and all the rest of it.  It is not just something 

that comes with a ribbon attached, “Do you want to buy the share or not?”  You need involved people to make 

those investments happen, which makes it difficult.  You want them to be involved.  If they are not involved, 

then you are not going to make the right investment and probably not make an investment at all. 

 

Joanne McCartney AM:  Do you have a clear process written down in place now as to what you do? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Very much so.  It is a living document, so 

we are still working on it and it is another item yet again for about the third time on the agenda at the board.  

It is something that we are anxious to get right. 

 

Joanne McCartney AM:  It might be useful to have a look at that. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I would be delighted. 

 

Len Duvall AM (Chair):  There is a list of information that we will be asking for.  In terms of your knowledge, 

how many of your board members or indeed yourself have some co-investment issues?  What scale are we 

talking about here?  Do we know? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I would say half the board, plus or minus, 

have some aspects of co-investment, in many cases because of other pension funds and so on that they sit on. 

 

Len Duvall AM (Chair):  It clearly is a dilemma because you have raised it with us in terms of transparency 

and decision-making and the nature of the decision-making that you take on behalf of others and why it is 

clearly important.  You say your board has discussed it on three occasions? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have discussed it on two occasions on 

the board.  We have discussed it on too many occasions, I forget how many) in terms of investment and the 



 
 

investment subcommittee.  The risk committee has discussed it.  The audit committee has discussed it.  It is 

clearly an issue which we need to get right and so that is why I wanted to actually get the benefit of your 

thoughts. 

 

Len Duvall AM (Chair):  Have you sought any advice from the Mayor or the GLA as an organisation? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We probably should actually talk to the 

Mayor’s Office and the GLA about it because ultimately, the buck stops there. 

 

Jennette Arnold OBE AM:  You should ask the Head of Paid Service. 

 

Joanne McCartney AM:  It is for your protection as well. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  You can see why I want to put it on 

television.  It is an issue that is concerning us greatly. 

 

Caroline Pidgeon MBE AM:  I wanted to move on to just some questions about the board and I have been 

throughout this looking at all your mug shots and reading all your exciting biographical details and so on.  It is 

very pale and it is very male, to be honest, looking at this.  You do not have a very diverse mix in terms of 

ethnicity and in terms of gender.  This question I might have to direct potentially to Jeff [Jacobs, Head of Paid 

Service, GLA], but I do not know what comments you have about that.  You clearly have, by the looks of it, a 

broad skills mix.  How do you think you have the right mix in terms of adding value?  Is there more you could 

be doing to ensure the board is more diverse? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It has been an issue and we have had the 

chance to refresh quite a number of board posts, as you will have seen from the comparisons.  To your specific 

questions of gender and ethnicity, we hope to get two strikes at least in the form of Kerry [Adby, Managing 

Director, Copernican Securities] in being both Australian and female, but she is also bloody good and that is 

one of the great things about her in terms of skills and experience. 

 

We have tried hard.  For example, Abdallah Nauphal [Chief Executive Officer, Insight Investment Management 

Ltd] actually accepted the role of board member, a very experienced and skilful individual.  Then his employer 

decided the conflict of interest or perceived conflict of interest was excessive and therefore he was asked by 

his employer not to take the role, which was really frustrating. 

 

We have tried.  We have advertised internationally.  I am sorry to go to Kerry, but she paid her own airfare to 

come over from Australia to be interviewed for the board position, which I thought was a real demonstration of 

interest and good faith.  We have advertised and we are not getting perhaps the diversity, if that is the right 

phrase, of applicants with the quality and experience that we would like.  It is jolly difficult to find that 

diversity, not of experience and skills, and thank you for suggesting that we have a very nice mix, but in terms 

of being slightly less pale and of different genders. 

 

Caroline Pidgeon MBE AM:  You are saying that Kerry flew all the way from Australia for her interview.  That 

was for the remuneration.  We had a note that it was £5,920 per annum.  I understand it may have gone up.  

Can you clarify that, please? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I do not think that Kerry was exactly 

going to be making much money out of this exercise. 

 



 
 

Caroline Pidgeon MBE AM:  This is quite extraordinary.  She has flown from Australia. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  She thought the job would be interesting.  

We were very lucky.  I am sorry to be personal about it, but I thought we were very lucky that she applied.  She 

is on the Australian superannuation fund board.  She is also on the Canada Pension Plan board and she is a 

kind of go-to person for the World Bank when it comes to infrastructure.  She is currently looking at a massive 

railway project in Tanzania, Uganda and Kenya.  She is a very experienced and very useful board member.  

When we are talking about getting strategic advice on infrastructure, she is wonderful.  We could not begin to 

afford the kind of day-rate of someone like that, so we are very lucky that she has pitched up. 

 

Caroline Pidgeon MBE AM:  Can you clarify how much the board members are paid? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I believe it is in the order of £6,000 a year 

for a general board member.  There was a proposal that I believe is still working its way through the GLA to 

increase that. 

 

Caroline Pidgeon MBE AM:  I am told it was £12,000 a year. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I was going to say I do not think that has 

actually been ratified yet, but there was a proposal to take it up to £12,000. 

 

Caroline Pidgeon MBE AM:  There are nods from behind you, so I am suggesting that the public gallery may 

know more. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  In that case, thank you to the public 

gallery for ratifying that. 

 

Caroline Pidgeon MBE AM:  It is up to £12,000 a year? That is helpful. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I know certainly in my own case it was 

not ratified. 

 

Caroline Pidgeon MBE AM:  You feel you have the right skills mix.  Are there other skills you want to bring 

on to the board at future opportunities? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Both at board and at executive level, we 

still would like to broaden our range of skills and experiences.  This pay issue is a problem and it may be, 

indeed, that some of the people you would like to see on the board who are perhaps less pale and less male 

cannot afford to be on the board.  We are pretty demanding.  I expect board members to work hard and the 

executive team to work hard.  It is not a highly remunerative exercise compared to the other job opportunities 

that this calibre of person can command. 

 

Caroline Pidgeon MBE AM:  I encourage you and through Jeff as well that we really seek to ensure that with 

your future people on the board you really get a far more diverse range in terms of ethnicity and gender.  Then 

you bring other things to the board that will help in your decision-making. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Absolutely.  I totally agree and I am very 

keen to have that wider experience and viewpoint. 

 



 
 

Len Duvall AM (Chair):  Sorry, let me just go back.  Can I just be very clear?  You believe that your board 

now is very expert.  Is the board more expert in some of the high-risk issues and not on some of the pension 

and governance issues?  You have one or two.  Let me just ask the question again.  You are happy with the 

balance of expertise that the board has now?  You have no plans to change it in terms of any future 

retirements of any board members?  You do not have any gaps as you perceive it? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  There is a vacancy at the moment, which 

we would like to fill.  There may be another vacancy coming up due to some unfortunate personal 

circumstances, so we will have to see how that transpires.  It is one of those things that is just jolly difficult to 

cater for.  You will understand I do not want to go into any more detail on that.  There will, be a further 

recruitment opportunity in the near future. 

 

Len Duvall AM (Chair):  Is that something you do or is that something the board discussion is on, about 

where they feel the gaps are?  Where is your thinking about that and what does the board need in terms of the 

collective expertise for the future. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Absolutely.  It is a board discussion.  We 

had that discussion at our away day in April, for example, and that informed the way that we tried, or the 

targeting that we tried to apply to the next round of board recruitment.  The actual process of recruitment is 

then one where we get significant assistance from the GLA in the process and the interviews.. 

 

Tony Arbour AM (Deputy Chairman):  You have already told us that you have in-house fund managers and 

you employ external consultants.  I think you have told us, in answer to Len, when you are examining risk your 

in-house fund managers assess the risk of proposals which are brought to you.  Is there no case at all for 

having all your fund management in house? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  If the fund were ten times the size, ie if 

we look at the APG Fund in Holland, it is €340 billion, which is pretty chunky.  They have about 85% of their 

management in house and they derive very significant economies of scale, ie they pay a hell of a lot less for 

their investment management than people like we do at our scale.  Because if you have enough money then 

you can afford to have a team of equity investors, for example, and you can afford to have a team of most of 

the asset classes.  Talking to Eduard van Gelderen who is the Chief Investment Officer over there, he has driven 

his cost per unit of assets down to a level that is about a fifth of our cost level. 

 

Cost is not everything, because performance is important as well, but it certainly helps.  If you are not spending 

0.5% a year on costs, over the life of a pension fund that adds up to an awful lot of money. 

 

Tony Arbour AM (Deputy Chairman):  It does, except if your advisers can increase the rate of return. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Cost saving is a guaranteed return, 

whereas everything else is a nice idea. 

 

Tony Arbour AM (Deputy Chairman): Does that mean that you have difficulty in retaining your in-house 

fund managers, because after, if you like, they have cut their teeth on you they can join the bigger funds? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes, we are a training ground. 

 

Tony Arbour AM (Deputy Chairman):  How can you keep your best fund managers, because presumably 

you cannot pay them bonuses in the same way as the private sector? 



 
 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is a real issue and we cannot pay them 

salaries or bonuses or performance plans or anything like that in the same way as the private sector.  They have 

to want to work for the LPFA for different reasons, which of course particularly for investment managers tends 

to be a little bit of an oxymoron because they tend to be interested in money first and foremost. 

 

Tony Arbour AM (Deputy Chairman):  What motivates your fund managers?  Is it that, as you put it 

yourself, you are a kind of training school, or is there not a breed of fund managers who want to work for a 

local authority?  I will rephrase that, a public sector organisation. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am sure that the people that work for us 

have an element of service ethos there that actually they are helping 250,000 pensions have a safer and a more 

secure future.  You can feel slightly good about what you do all day by having that in your mind.  Secondly, I 

think they are enjoying being part of change and trying to create a public sector pension fund that is run in a 

different way that has been traditionally the way in which funds of this nature are run, and start to transform 

the performance in the long run of the fund by doing things in a more considered manner.  That is an exciting 

place, in fund management terms. 

 

Tony Arbour AM (Deputy Chairman):  It seems to me, related to questions you had earlier about investing 

in housing, that if the fund did more of that kind of thing it is possible to imagine managers who would like to 

go out and say, “Well, if it wasn’t for me this wasn’t there” you know, “This bridge wasn’t there or this road 

wasn’t there”. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Yes, exactly.  They can look down the hill 

and think, “We wouldn’t be here if it wasn’t for my efforts”.  My brother is the Chief Investment Officer at the 

Wellcome Trust, Britain’s largest medical research charity.  I have seen with his investment management team, 

who may be paid significantly less than they might earn at Goldman Sachs, nevertheless there is that sense of 

doing a good job for the right reasons, secondly, they have a very significant illiquid high risk portfolio, which 

has performed extremely well.  They can say, whether we like them or not, “Things like Facebook and Twitter 

would not have happened had it not been for our investment in them the first place”. 

 

Tony Arbour AM (Deputy Chairman):  Therefore, it is possible to say that if the policy of the fund were to 

have a greater proportion of investment in the class of asset, that in itself might be an incentive to get better 

people? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It certainly helps, and that is why I have 

been delighted where we start from the top down to be able to get some very, very internationally renowned 

colleagues on to the board. 

 

Len Duvall AM (Chair):  Sorry, can I just ask about the relationship between the board and the fund 

managers?  As you mentioned, it is a training ground, but clearly there is an ironically arrangement.  In the 

hothouse of investments and very strong opinions, fund managers holding their own against other experts, 

older experts who have been around longer in the game, if I can refer to it as that, how do you have a duty of 

care?  How do we respect the professionalism of both?  Where does the line become, “I want to make this 

investment happen because I strongly believe this is the right way forward” and a fund manager saying, “No, 

I’m not as convinced as you”?  Where does that power lie and where is the duty to protect in those 

circumstances?  Do you arbitrate?  In those circumstances who arbitrates?  Is there any need to arbitrate? 

 



 
 

Edmund Truell (Chairman, London Pensions Fund Authority):  Generally the certain way it is actually 

worked is that investments do not get made unless everybody wants to make the investment.  I think it is quite 

a good principle as far as possible to go for unanimity of view, because where I’ve been in situations managing 

funds where a majority view has prevailed, or you have had a strong voice that shouts down the others, those 

have not, in the long run been successful investment operations.  That is the view.  One needs to respect, in 

particular, the view of perhaps that younger investment professional, does not have as much view, they have 

had probably more time to actually dig into the detail.  If they feel strongly against something then you should 

listen to that.  Age is not a guarantee of investment success, I am afraid. 

 

Jennette Arnold OBE AM:  I would like to go on to the move to merging funds, which has been a long-

standing debate.  Can I say that I have been informed that London Councils met yesterday and agreed 

unanimous support for what is called the CIV but the long name for it is a voluntary collective investment 

vehicle, so we will talk about the CIV.  As I understand it, 20 boroughs have decided to put money up and six 

have gone back to borough, to their pension advisers to have further deliberation. 

 

As I understand it, this is a different position to the one held by yourself and LPFA, because we have a briefing 

here with a quote, and it says, 

 

“The journal Professional Pensions describe these differences in opinions as, ‘A protracted row between 

Wandsworth Council, which is opposed to mergers, and the London Pensions Fund Authority’s 

Chairman, Edmund Truell, who has set out plans to pool London Funds assets’.” 

 

Can you tell us now about the impact that this is going to have?  Is it a done deal, given their decision 

yesterday?  If it is, what is the impact on the authority? 

 

Edmund Truell (Chairman, London Pensions Fund Authority): A collective investment vehicle, or CIV, is 

a small step in the right direction, but it is only a small step.  What we would advocate is a far more radical step 

toward s ‘super pools’ I think is the phrase we have come up with, whereby one would have tens of billions of 

pounds pooled into everything, with a professional investment team running that money, as we have been 

debating on a significantly in-house basis, so 70%-80% of that money being run in house.  We believe the cost 

savings from doing that would be very, very significant and that the investment performance should be better 

as a result of it. 

 

In addition, very few of the current pension funds in the country, I am not just referring to London but in the 

country, have the skills, the expertise, the governance structures, to be able to manage their liabilities to hedge 

those risks in the way that we were debating earlier in this session.  It is complex stuff which needs to be done 

in a very considered and careful way by people that really know what they are doing.  Otherwise, you can lose 

your shirt.  While you think you are reducing risk you are in fact increasing risk.  That area of liabilities, the 

reporting systems, which are expensive to put in, they are expensive to operate, but once you put them in they 

can report on £50 billion as easily as they can report on £1 billion.  Whether we look at the Australians, the 

Canadians, the Dutch, this aggregation of pension funds to make pools that are significantly bigger seems to 

be the way to go.  If you talk to people that have been involved in those systems they are very positive about 

that result.  A CIV is a start but it is really only a scratching of the surface in terms of getting to the right 

answer. 

 

Jennette Arnold OBE AM:  Will it be operating independently from your structure, or will it have the same 

governance?  For instance, can a body like that, because as I understand it that would be professional 

investment agents who could choose assets that they wanted to get involved in.  They could choose fracking, 



 
 

could they not?  They would not have an oversight body to say to them, “Well, people representing the people 

of London get a sense that that is not where people would like their pensions to be invested. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Indeed.  That is where we are advocating 

super pools, rather than super funds.  It may be somewhat semantic but the idea is that all the assets and 

liabilities are pooled but you still have trustee bodies in Lancashire or Cheshire or Wandsworth or wherever the 

hell they may be. 

 

Jennette Arnold OBE AM:  Those bodies are independent of you, are they not? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Independent, indeed, so that 

independent trustee body can say, “We the people of Cheshire do not wish our money to be spent on your 

fracking project” or they may be very keen on fracking, I do not know, in that example.  The local governance, 

if that is the right phrase, is still preserved whilst at the same time capturing the majority of the benefits of 

managing assets and liabilities in a very large pool.  That is what we are advocating to the people. 

 

My view would be that there is not necessarily anybody, whether it is the LPFA, Greater Manchester or 

anybody else that today is all things to all people.  Insofar as the LPFA does not have all the right resources to 

be able to manage £50 billion. 

 

Jennette Arnold OBE AM:   I am sure that there are a whole list of the advantages and the disadvantages.  

Maybe we could get from you a position paper.  You must be working on it now.  I appreciate that London 

Councils only met yesterday, but through you, Chair, can we have a written update about what are the 

advantages and disadvantages of this move?  In a sense, with these two different options having an impact in 

the sense of the majority of London boroughs are in a different place now to the GLA, aren’t they, if they 

follow through? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I would like to see the actual form of the 

CIV that they are proposing because, as I understand, it only deals with certain types of asset; it does not deal 

with liabilities at all. 

 

Jennette Arnold OBE AM:  They would have had that briefing to have come to this decision. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We have certainly sent that and, one of 

our board members is also on the Society of London Treasurers, which is not unhelpful.  In fact he has just 

been selected as the chair of that body.  We have been in communication.  We have a more radical view of 

where we would like to end up. 

 

Jennette Arnold OBE AM:  In terms of the disadvantages, you are outlining that if this new position from 

the majority of London boroughs is helpful in terms of getting a good outcome for the city’s Local Government 

Pension Scheme’s LGPS members?  You will inform us of that? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is a good first step, but it does not go 

nearly far enough. 

 

Jennette Arnold OBE AM:  But you are going to give us a written briefing. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We shall. 

 



 
 

Jennette Arnold OBE AM:  Can you put in that, because I know clearly the Chair is totally interested in this 

area, I think everybody should be interested in pension.  I would say you should not wait, like me, to get a 

pension, lose half of it and then get really interested in it, it’s a bad investment. 

 

What level of savings would you anticipate your proposals would deliver?  You can give us that briefing, or if 

you want to tell us today. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It is interesting that an independent 

commentator, someone called Michael Johnson, sent a letter to Brandon Lewis [Parliamentary Under Secretary 

of State for Communities and Local Government] a couple of weeks ago pushing our proposal even further.  

He suggested the cost savings were in the order of a very precise £830 million a year, but it is serious money.  

That is just the cost savings, so it is not talking about risk reduction or better investment performance or 

anything like that.  There is a lot of money on the table here.  For London as a whole, we would estimate 

probably of the order of £150 million to £200 million, and that was a figure that PwC came up with a year or so 

ago.  It is significant money for London taxpayers. 

 

Jennette Arnold OBE AM:  However you were not able to convince the boroughs. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I rather suggested to our team if people 

wished to be convinced that is great, if they do not wish to be convinced we have rather more important things 

to do than evangelise to people that do not wish to listen.  We have made our submissions to Brandon Lewis at 

Department for Communities and Local Government (DCLG).  We have made our submissions to the GLA, but 

it is not our core job at the LPFA to be some, as I say, evangelist for super pools.  We have a lot of other things 

to do here. 

 

Jennette Arnold OBE AM:  Yes of course.  You have a very important job to do, and that is to protect our 

pensions and get good investments. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Exactly. 

 

Jennette Arnold OBE AM:  What you are leaving me with is an assurance that yesterday’s decision by 

London Councils in no way is going to damage the current programme or investment or anything that you are 

involved in? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  As best I know that proposal, yes, and I 

have not studies the detail. 

 

Jennette Arnold OBE AM:  When you have studied it you will send us? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We will send you a little commentary. 

 

Jennette Arnold OBE AM:  With all of the notes that you can do. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We shall, and maybe we will try to find 

some independent commentary as well. 

 

Jennette Arnold OBE AM:  Thank you. 

 



 
 

Tony Arbour AM (Deputy Chairman):  Boroughs will be very pleased to hear you say that you have more 

important things to do, because there is a suspicion amongst boroughs, and I suspect that was what happened 

at London Councils yesterday, where boroughs believe they can get a better performance on their own, 

without coming in with you.  They might feel that because you went to Brandon Lewis the LPFA is perhaps 

putting pressure on them.  Of course, when I am here I am a Member of the GLA but of course I do represent 

individual boroughs who may well take the view that it is not the function, either of the GLA or the LPFA to 

lean on boroughs. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Our core competence, our core function 

is to manage the LPFA to the best of our ability.  What, however, one can do to the extent that we do other 

things with half an eye to the public benefit, is we would like to think that we are working very hard to 

produce a best in class asset and liability management structure from a governance perspective, from an 

execution perspective within the limitations that we have outlined.  Very few pension funds, whether they are 

local authorities, private sector pension funds or whatever, actually have the tools and the skills and the 

governance structures to manage their liabilities.  I am absolutely sure that most of the London boroughs do 

not.  They are only looking at half of their balance sheet.  They are looking at the assets. 

 

In terms of the risk, as opposed to the return of those assets, and I have seen some of the rather strident 

comments from Wandsworth, investment assets is not just about return.  It is about the risk you take to get 

that return.  As I said before, in a rising market I would be very happy if our return was lower than some other 

people’s return, because it may be that we are taking half as much risk to get that return.  That means that in 

bad markets, and bad markets will come back at some point, we do not lose as much money.  Our first most 

important stewardship rule must be not to lose the money.  If we can make a decent return that is great, but it 

is a secondary consideration to not losing it in the first place. 

 

Len Duvall AM (Chair):  I have just got really two questions, and I did give notice earlier on.  One concerns 

your declarations of interest, and I did check that the confirmation hearing did not pose this question.  I just 

want to understand, in your declaration of interest, around Humboldt Holdings Limited, which is a 100% 

Guernsey incorporated company owning ‘a property’ or is it ‘properties’? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  It was actually liquidated last week, for 

the record.  It did own a single property in the City of London. 

 

Len Duvall AM (Chair):  Then in terms of your main investment vehicle, appears as Rockhopper Cell of 

Barclays Wealth PCC Number 1 Limited.  Barclays PCC Number 1 Limited, which is registered in Guernsey.  Can 

you just explain to us why Guernsey?  Is that for tax purposes? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I have operated in Guernsey for a long 

time.  I actually have investments and businesses in Guernsey as well as putting assets in Guernsey.  That cell 

investment vehicle is administered by the pension fund administrators that I have a significant investment in, 

that are Guernsey domiciled. Guernsey makes good sense for me in terms of a place to hold all the money. 

 

Len Duvall AM (Chair):  For United Kingdom tax purposes do you pay tax here in this country, or is it 

Guernsey? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Sadly I pay tax in this country and in 

Switzerland as well.  I pay more tax than most people, which is annoying. 

 

Len Duvall AM (Chair):  But you are a United Kingdom taxpayer? 



 
 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I am a full United Kingdom taxpayer and, 

I am also a Swiss taxpayer. 

 

Len Duvall AM (Chair):  Thank you. The other issue, just in terms of declarations of interest I could not find, 

but in terms of some of my research into this, you are on record as contributing to the Conservative Party.  Is 

that true? 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  That is correct. 

 

Len Duvall AM (Chair):  Just for the record, a sum of donations to £154,000. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I cannot remember historically how much 

I have given in donations.  I stopped making donations about two years ago when they put forward what I 

thought was a very controversial and counterproductive policy to limit the contributions to charity, because I 

have a charitable foundation that has multi-year programmes.  I said to the Treasury, “Does it really make 

sense for us to fire these people because we cannot afford to keep them on?”  Then I have reinstated my 

membership and have paid, or will have paid about £50,000 in the current tax year. 

 

Len Duvall AM (Chair): Thank you for clarity of that.  On a further issue we are going to probably write to 

you more about shared services on the Pension Authority and some reviews concerning that.  I think we require 

some more information.  I have a list here of four, Members just advise me if there is anything I have missed.  I 

think we would like to see a list of investments below £50 million in terms of the new strategy of where they 

are, considering the question that we took.  We certainly want the document that is the living document 

around the conflicts of interest.  I think we would like to see that.  I think we share your sense of urgency to 

resolve some of these issues.  This is quite a very important area where I think needs so very urgent 

clarification. 

 

Andrew Boff AM:  Chair, could I also suggest on that I think it is important that there are standards across 

the whole GLA Group as well.  I would urge you to look very closely at other parts of the GLA groups, so we 

have a common set of standards across the group. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Taking away the idea of actually let’s use 

the skill sets and experiences of GLA to help us here. 

 

Andrew Boff AM:  Thank you. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  I think finally was Jennette’s point of the 

write-up date between this conversation/discussion that you are having with the boroughs.  I think we are not 

deferring from the stance that you are taking but we would like to have more information about that and the 

pros and cons around that, just for us. 

 

Is there anything I have missed? 

 

We might also want some more information about the merger of the -- 

 

Jennette Arnold OBE AM: Tony asked for the correspondence between Edmund and the Conservative 

Ministers. 

 



 
 

Tony Arbour AM (Deputy Chairman):  The Chancellor. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  We will send you also the submission that 

we made to the DCLG to make sure that you are informed as to our views on these things. 

 

Len Duvall AM (Chair):  I think we want to write about the merge of the two funds internally of the 

organisation, just to get an understanding of that.  I think shared services is another area I think we would 

want just to follow up as a Committee. 

 

Can I thank you for the way that you have answered questions this afternoon?  It is a very complicated subject 

but it is a very important subject, thank you. 

 

Edmund Truell (Chairman, London Pensions Fund Authority):  Thank you all very much.  Thanks for 

your time. 

 

 
 


