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SECTION 1 - FOREWORD 
Introduction from the new Chair of the Pension Committee, Councillor Jill 

Whitehead 
I am pleased to present to all our members the Pension Fund Annual Report for               
2017/18.  
 
I would like to start by introducing myself as the new Chair of the Committee and by                 
thanking my predecessor, Councillor Sunita Gordon, and the Members of the Committee            
for carrying out their duties with such diligence during the last year. 
 
I hope you find this Report explains in an understandable way how your Fund has been                
operating in the last year. The Report includes information on: 
  

●     2017/18 audit accounts; 
●     Fund investments; 
●     membership of the Fund; and 
●     administration of the Fund 
 

The Fund is overseen by the Pension Committee which reports directly to Full Council.              
Under the Council’s constitution this keeps responsibility for the Pension Fund separate            
from the political Executive function, as ultimately the Fund belongs to its members             
rather than the Council.  

  
The Committee acts as trustee for the Fund and currently comprises four Liberal             
Democrat Councillors, and two Conservative Councillors. 

  

With the support of professional investment advisers, Hymans Robertson and the Fund            
actuary, Barnett Waddingham, the Committee reviews the investment performance of          
the Fund, meets regularly with fund managers, monitors and reviews the investment            
strategy and any other matters affecting the Fund. 

  
Actuarial valuation of the Pension Fund is carried out every three years to assess the               
assets and liabilities of the Fund. This is a significant piece of work by Barnett               
Waddingham in conjunction with officers. The most recent valuation was undertaken as            
at 31 March 2016 and showed that the Fund was 80% funded, a substantial              
improvement on the previous result in 2013. Informal interim valuations have taken place             
more recently and show a continuing improvement in the funding level. During 2017/18,             
the focus of the Committee was on reviewing the existing investment strategy to ensure              
the continued high performance of the Fund.  
 
I hope you find this Report helpful and informative. 
 
Jill Whitehead, Chair of the Pension Committee 
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SECTION 2 - MANAGEMENT AND FINANCIAL PERFORMANCE 
  

Management Arrangements and Advisers 
 
Administering Authority 
  
London Borough of Sutton 
  
Supporting Officers 
 
Gerald Almeroth, Strategic Director – Resources (Lead Officer for the Pension Fund) 
Lyndsey Gamble, Head of Investment, Risk and Commercial Finance - Resources 
Bradley Peyton, Head of Insurance, Pensions and Records Management (Interim) 
Paul Audu, Investments, Insurance and Commercial Manager 
David Kellond, Pensions Administration Manager 
Lisa Doswell, Senior Finance Lead - Treasury and Pensions 
 
  
Investment Managers 
  

Equities (Active) Equities (Passive) 

Newton (London CIV) Legal and General 

Harding Loevner  

Schroders Property 

 BlackRock 

Pooled Multi Asset Aviva 

Baillie Gifford (London CIV) Invesco 

Pyrford (London CIV)  

 Infrastructure 

Fixed Income Partners Group 

M&G  
  
Investment Adviser 
 
David Walker, Hymans Robertson 
  
Actuary 
 
Alison Hamilton, Barnett Waddingham 
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Banker 
 
Lloyds Bank 
  
 
AVC Provider 
 
Clerical Medical 
  
Auditor 
 
Grant Thornton 
  
Performance Monitoring 
 
Northern Trust 
 
Custodian 
 
Northern Trust  
 
Governance Arrangement 
  
Role of Pension Committee 
  
The Pension Committee is responsible for all matters relating to the Pension Fund             
administered by the London Borough of Sutton on behalf of participating employers. The             
functions of the Committee, as set out in the Council’s Constitution, are shown at              
Appendix I. 
  
The Committee consists of 6 elected Members of the Council and it meets at least four                
times a year. Members have full voting rights. During 2017/18 the following persons held              
these posts: 
  
Committee Members  
Cllr. Sunita Gordon (Chair) 
Cllr. Hamish Pollock (Vice Chair) 
Cllr. Richard Broadbent  
Cllr. Neil Garratt 
Cllr. Edward Joyce 
Cllr. Nick Mattey 
  
  
Following the local elections in May 2018 the elected members on the committee has 
changed. The Committee from 21 May 2018 is as follows: 
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Cllr Jill Whitehead (Chair) 
Cllr Ben Andrew (Vice Chair) 
Cllr Nali Patel 
Cllr Martina Allen 
Cllr Param Nandha 
Cllr Edward Joyce 
 
  
Role of Pension Board 
  
The Pension Board was established by Full Council at the meeting held on 2 March               
2015. An independent Chair was duly appointed. The Board’s Terms of Reference were             
approved at the meeting on 20 April 2015 and are attached at Appendix II. 
  
The Board consists of 6 voting members; 3 scheme member representatives, 3 employer             
representatives and an independent Chair. During 2017/18 the following persons held           
these posts: 
  
Chair 
Michael Ellsmore 
  
Employer Representatives 
Tony Kerslake (Cheam High School) up to April 2017 
Robert Jordan (Cheam High School) from June 2017 
Ashley Thomas (Sutton Citizens Advice Bureau) 
Existing Vacancy 
 
Member Representatives 
Michael Curran (Retired LBS employee) 
Trevor Harris (Trade Union representative) 
Chris Reeve (Contributing LBS employee) 
 
The Pension Committee and the Pension Board are supported by the Strategic Director -              
Resources (S151 Officer), Head of Investment, Risk and Commercial Finance -           
Resources and Head of Insurance, Pensions and Records Management (Interim). During           
the year the Investment Adviser and the Fund Actuary attended Board meetings to             
provide advice, support and training. 
 
London Collective Investment Vehicle (CIV) 
 
Early in 2018 a consultation began on a number of proposed changes to the governance               
arrangements for the CIV. The proposals were for the Pensions CIV Joint Sectoral             
Committee (PCJSC) to be replaced with a shareholders committee made up of 12             
members (8 Chairs of the London Pension Committees and 4 Local Authority Treasurers             
to include Cllr Jill Whitehead, Chair of the Sutton Pension Committee). It was also              
proposed that two more Non Executive Directors representative of the shareholders are            
appointed to the CIV board. These are expected to be two leaders of London Local               
Authorities. A treasurer will also be nominated as an observer but not a member of the                
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London CIV board. These proposed arrangements are expected to improve governance           
arrangements and decision making of the London CIV with the benefits flowing to             
London Pension Funds. The proposals were agreed at the CIV Annual General Meeting             
held on 12 July 2018. 
 
Governance Compliance Statement 
  
The Local Government Pension Scheme Regulations 2013 (as amended) require Funds           
to prepare, publish and maintain a Governance Compliance Statement and to measure            
their governance arrangements against a set of best practice Principles. The assessment            
should provide a Statement of “full”, “partial” or “non-compliance”, with further           
explanation provided for any non or partial compliance. The key issues covered by the              
best practice principles are: 
  

● Formal committee structure 
● Committee membership and representation 
● Selection and role of lay members 
● Voting rights 
● Training, facility time and expenses 

  
The Governance Compliance Statement is shown at Appendix III 
  
 
Risk Management 
  
Responsibility for the Fund’s risk management strategy sits with the Pension Committee.            
Significant emerging and persistent risks are recorded in the Pension Fund Risk Register             
which is reviewed regularly by the Committee. The Register is also reviewed by the              
Pension Board in its role of assisting the Council with securing compliance with control              
arrangements. The Register is managed and maintained by the Head of Investment, Risk             
and Commercial Finance - Resources  and reviewed by Internal Audit. 
  
Risks are identified from relevant sources of information such as management reports            
and from reviews undertaken by independent advisers. The actual scores are recorded in             
the risk register along with gross and net risk scores (likelihood x impact) that determines               
the RAG ratings. The net score indicates the exposure arising from a risk after mitigation               
measures have been applied. 
  
The Fund’s key long-term risk is that assets fall short of liabilities such that there are                
insufficient assets to pay the pensions to members. Investment objectives are set by the              
Pension Committee with the aim of maximising long-term investment returns within an            
agreed risk tolerance level to mitigate this risk. 
  
Investment risk and performance are monitored and reviewed regularly by Council           
Officers. The Pension Committee reviews investment performance on a quarterly basis           
supported by the investment adviser, Hymans Robertson. 
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Third party risks such as non or late payment of contributions is monitored and managed               
by the Council. 
  
Assurance over the systems operated by the Fund’s investment managers and custodian            
is secured by obtaining relevant documentation, including comfort letter, about their           
internal control environment. 
  
A formal review of the robustness of the Pension Fund accounting systems is undertaken              
by the external auditors, Grant Thornton, as part of the annual audit. 
  
The current risk register is shown at Appendix VIII 
 
Financial Performance 
  
Fund Income and Expenditure From 2015/16 to 2017/18 
  
Income and expenditure of the Fund over the past three years is shown in the table                
below. 
 
 
 2015/16 2016/17 2017/18 

 £’000 £’000 £’000 

Contributions receivable (30,587) (34,116) (34,359) 

Benefits payable 32,630 26,518 32,125 

Net payment (to)/from the Fund 2,043 (7,598) (2,234) 

    

Fund management expenses 3,192 3,263 6,115 

Net returns on investment (3,453) (4,420) (9,923) 

Change in market value (2,172) (102,281) (17,404) 

Net increase in the Fund (390) (111,036) (23,446) 
 
  
  
The above table shows that in 2016/17 and 2017/18 payments into the Fund             
(contributions receivable) exceeded the level of benefits paid resulting in a net positive             
cashflow into the Fund of £7.6m and £2.2m respectively. 
 
Taking into account management expenses, investment returns and changes in the           
market value of assets, the Fund has increased overall by £134m since 2015/16. 
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Fund Net Assets 
  
The table below shows the market value of the Fund assets over the last three years.                
The table shows that the value of assets increased in 2017/18. 
 
 
 2015/16 2016/17 2017/18 

 £’000 £’000 £’000 

Equities 311,384 391,235 404,028 

Fixed Interest  86,840 93,496 94,403 

Index Linked  37,755 49,080 49,518 

Property 35,239 50,113 54,927 

Cash Deposits 13,377 8,577 15,550 

Other 22,526 25,656 23,177 

Total Investment Assets 507,121 618,157 641,603 
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 Analysis of Contributions (to) and From the Fund 
 
 
 2015/16 2016/17 2017/18 

 £’000 £’000 £’000 

Contributions Receivable    

- Members (5,889) (5,661) (5,940) 

- Employers (23,188) (24,608) (24,849) 

- Transfers in (1,510) (3,847) (3,570) 

Total Contributions (30,587) (34,116) (34,359) 

    

Benefits Payable    

- Pensions 19,667 20,435 21,240 

- Lump sum retirements and death benefits 4,729 4,095 4,550 

- Transfers out 8,181 1,914 6,250 

- Refunds 53 74 85 

Total Benefits Payable 32,630 26,518 32,125 

    

Net Payment to / (from) the Fund 2,043 (7,598) (2,234) 
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Analysis of Fund Management Expenses 
  
The costs of managing the Pension Fund are split into three areas; administration costs,              
investment management expenses and oversight and governance costs. These costs          
incurred over the last three years are shown in the table below. 
 
 
 2015/16 2016/17 2017/18 

 £’000 £’000 £’000 

Administration Cost    

Internal support costs 300 322 303 

Pension IT system costs 100 29 90 

Other 33 34 107 

Sub-total Administration Costs 433 385 500 

    

Investment Management Expenses    

Management fees 2,622 2,727 5,442 

Custodian 36 45 45 

Sub-total Investment Management 
Expenses 

2,658 2,772 5,487 

    

Oversight and Governance Costs    

Actuarial fees 6 33 45 

External audit 21 21 21 

Investment advice 67 36 45 

Other 7 16 17 

Sub-total Oversight & Governance Costs 101 106 128 

    

Total Fund Management Expenses 3,192 3,263 6,115 
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The cost of managing the Pension Fund represents approximately 0.95% of the value of              
the Fund as at 31 March 2018, which is larger than in previous years, primarily due to the                  
inclusion of additional transaction costs that have not previously been included and an             
increase in management fees for Partners Group, as two new sub funds were invested              
with during the year.  
 
A three year budget and cashflow for the Fund has been worked up as part of the Fund’s                  
Business Plan. Performance against this budget will be regularly reviewed. 
 
 
Administrative Management Performance 
  
Scheme Membership 
  
The graph below shows that membership of the Fund has increased in 2017/18 to              
14,236 members. This is an increase of 7.4% on 2016/17 and an increase of 60% since                
2007/08. 
  
Part of this change is due to a rise in the number of contributing members from 4,044 in                  
2014/15 to 5,556 in 2017/18, an increase of 37.4% which would appear very positive for               
the Fund. However this is partially due to changes to the way posts are recorded within                
the new Career Average Revalued Earnings (CARE) scheme and which does not result             
in additional contributions to the Fund i.e. holders of multiple pensionable posts now             
have individual records. 
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The graph below shows the number of pensioners that are receiving enhanced benefits             
due to either ill health or early retirement on the grounds of redundancy or efficiency. 
  

  
  
  
Complaints 
  
Complaints are referred to the Pensions Administration Manager for consideration under           
stage 1 of the LGPS Internal Dispute Resolution Procedure (IDRP). During 2017/18, 6             
official complaints were received and dealt with through the Procedure. Other enquiries            
have been received which required investigation and have been dealt with accordingly. 
  
Improvements to Performance Data 
 
During 2017/18 officers utilised the capabilities of the pensions administration system in            
tracking activity data alongside developing a range of targets giving a better view on the               
outcomes required within the pensions administration section.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

12 



 

2017/18 Pension Fund Annual Report  

 

 SECTION 3 - INVESTMENT POLICY & PERFORMANCE 
  

Investment Strategy 
  
The Council has externalised the management of the Pension Fund assets and            
appointed twelve investment managers to manage the investments as follows: 
  

● Global Equity (Active) - Newton Investment Management Ltd, Harding         
Loevner Funds Plc, and Schroder Investment Management. The three         
managers have full discretion to determine individual stock selection and          
tactical asset allocation within specified control ranges. A performance         
objective of 2% per annum (gross-of-fees) above the relevant benchmark over           
a rolling three year period is applied to Newton and Harding Loevner.            
Schroder’s is set at 3% per annum. The Newton mandate was transferred to             
the London Collective Investment Vehicle (London CIV) in May 2017. 

  
● Global Equity (Passive) - Legal & General is a passive investment manager            

and is required to match the benchmark. The Legal & General mandate is             
managed via the London CIV and this arrangement is more cost-effective for            
the Fund. 
  

ǒ Pooled Multi Asset ï Baillie Gifford & Co and Pyrford International 
These investment managers invest in a wide variety of different asset classes.            
A performance objective of 3% per annum (gross-of-fees) above the relevant           
benchmark over a rolling three year period is in place for both managers. The              
Baillie Gifford mandate transferred into the London CIV in February 2016 and            
Pyrford transferred in June 2016. 
  

ǒ Property - BlackRock 
The investment manager holds property in pooled funds. Their performance          
objective is to outperform the relevant benchmark. 
  

ǒ Real Estate Fund of Funds ï Aviva Investors 
This fund is a diversified UK property fund portfolio with the objective of             
outperforming the benchmark by maximising total return through capital         
growth and income return. 
  

ǒ Residential Property ï Invesco. The Pension Committee appointed Invesco in          
November 2015. The Committee agreed an initial allocation of £15m to this            
mandate. 
 

ǒ Fixed Income - M&G 
The investment manager holds bonds in pooled funds. A performance          
objective of 0.75% (gross-of-fees) above the relevant benchmark over a          
rolling three year period is applied.  
  

ǒ Infrastructure  ï Partners Group (UK) Ltd 
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The investment manager invests in global infrastructure directly and through          
secondary and primary investments in infrastructure partnerships. The        
manager targets an absolute return of 8% per annum. 

  
ǒ Financing Fund ï M&G UK Companies Financing Fund 

The Financing Fund provides medium term debt to UK companies in the            
FTSE 350. The manager targets a return of 10% per annum net-of-fees. A             
management fee of 0.5% is payable on drawn amounts. 
  

  
The investment strategy is set for the long-term, but is reviewed from time to time to                
ensure that it remains appropriate to the Fund’s liability profile. The Fund has adopted a               
strategic allocation, which sets the proportion of assets to be invested in key asset              
classes such as equities, bonds and property. As at 31 March 2018, the asset allocation               
was: 
  

●        Global Equities 42% 
●     UK Equities 13% 
●     Absolute return 15% 
●     Bonds 15% 
●     Infrastructure                      5% 
●     Property 10%  

 100% 
  
  
The significant holding in equities is in pursuit of higher long-term returns rather than part               
of a liability matching strategy. 

Under the Council’s current investment strategy, 42% of the total Fund is invested in              
global equities managed in separate, equal-sized portfolios by Newton, Harding Loevner           
and Schroders. 13% of the Fund is invested in UK equities by Legal & General and 15%                 
of the Fund is split equally in absolute return pooled vehicles managed by Baillie Gifford               
and Pyrford. Bond exposure accounts for 20% of the Fund and is managed by M&G. The                
10% allocation to Property is split between BlackRock, Aviva and Invesco in the order of               
5%, 3% and 2% respectively. There is a long-term strategic target to bonds of 15% and                
5% to infrastructure, but the latter will take some time to implement. 
  
The actual allocations as at 31 March 2018 are as follows: 
  

●        Global Equities 48% 
●     UK Equities 12% 
●     Absolute return 14% 
●     Bonds 15% 
●     Property   8% 
●     Infrastructure   3% 

100% 
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Investment Performance 
  
Current Investment Benchmarks and Targets 
  
Each manager has been set a specific benchmark, as well as a performance target              
against which they will be measured.  This is shown in the table below.  
 

Manager Mandate Tactical Benchmark Performance Target 

Newton Global equity 
pooled fund - 
active 

MSCI All Countries 
World NDR Index 

2% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

Harding 
Loevner 

Global equity 
pooled fund - 
active 

MSCI All Countries 
World NDR Index 

3% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

Schroder Global equity 
pooled fund - 
active 

MSCI All Countries 
World NDR Index 

3% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

Legal & 
General 

UK Global 
equities 
pooled fund 
-passive 

UK - FT All Share 
Index 

To track the benchmark 

Baillie Gifford Pooled 
multi-asset 

3 Month LIBOR +3% 3% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

Pyrford Pooled multi 
asset 

3 Month LIBOR +3% 3% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

M&G Bonds - 
Alpha Fund 

3 Month LIBOR +3% 3 Month LIBOR +3 to 5% 

M&G Bonds - 
Index Linked 

FTSE A British 
Government Over 5 
Years Index-Linked 

0.75% above benchmark 
over rolling 3 year period 
(gross-of-fees) 

RREEF / 
BlackRock 

Pooled 
Property 
Funds 

IPD UK All Pooled 
Property Funds Index 

To outperform the 
benchmark 

Aviva Property 
Fund of 
Funds 

IPD UK All Pooled 
Property Funds Index 

To outperform the 
benchmark 
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Partners 
Group 

Infrastructure No tactical benchmark, 
but target is an 
absolute return of 8% 
per annum 

No outperformance 
objective 

M&G UK 
Companies 
Financing 
Fund 

No tactical benchmark, 
but assessed against 
7 day LIBID and 
targets return of 10% 
pa net-of-fees 

No outperformance 
objective 

Invesco Residential 
Property 

No tactical benchmark, 
but targets an absolute 
return of 8% to 10% 
per annum 

Unleveraged return of 
8-9% pa 

 
  
Investments Held at 31 March 2018 
 
The table below shows the value of holdings with each of the fund managers as at 31                 
March 2018. 
  

Fund Manager Value at end 
31/03/17 

£’000 

Value at end 
31/03/18 

£’000 

Total Equities 362,508 373,883 

Legal & General 71,268 72,252 

Newton 96,635 98,101 

Harding Loevner 98,105 108,038 

Schroder 96,500 95,492 

Bonds 93,369 95,344 

M&G 93,369 95,344 

Pooled Multi Asset 87,245 88,594 

Baillie Gifford 44,426 46,654 

Pyrford 42,819 41,940 

Property 48,552             50,824 
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BlackRock 21,544 23,072 

AVIVA 12,277 12,834 

Invesco 14,731 14,918 

Alternatives 16,554 16,164 

Partners Group 14,915 15,729 

M&G – Co’s Financing Fund 1,639 435 

Market Value of Investments 608,228 624,809 

Cash, Debtors /Creditors  9,779 16,644 

London CIV 150 150 

Total Assets 618,157 641,603 

  
The tables below show the long-term performance of each fund manager by asset class              
as at 31 March 2018. 
 
Equity Performance 
  

Manager Benchmark 
Return 
1 Year 

Fund 
Return 
1 Year  

Variance Benchmark 
Return 
Since 

Inception* 

Fund 
Return 
Since 

Inception* 

Variance 

  % % % % % % 

L&G 1.3 1.3 0.0 7.2 7.2 0.0 

Newton 2.8 0.9 -1.9 13.3 13.2 -0.1 

Harding Loevner 2.4 10.1 7.7 13.2 15.4 2.2 

Schroders 2.4 -1.5 -3.9 13.2 12.4 -0.8 

* since inception is 2012 for all, apart from L&G which was 2011 

During the twelve months ended March 2018, L&G matched the benchmark, Newton            
underperformed, Harding Loevner outperformed and Schroders underperformed the        
benchmark. Since inception, L&G matched the benchmark, Newton and Schroders          
underperformed the benchmark and Harding Loevner outperformed. 
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Bond Performance 
  

Manager Benchmark 
Return 
1 Year 

Fund 
Return 
1 Year  

Variance Benchmark 
Return 
Since 

Inception* 

Fund 
Return 
Since 

Inception* 

Variance 

 M&G % % % % % % 

UK Index Linked 0.7 1.1 0.4 10.9 11.4 0.5 

Alpha 
Opportunities 
Fund 

0.4 2.9 2.5 0.9 2.9 2.0 

During the twelve months ended March 2018, both M&G funds outperformed the            
benchmark.  Both funds also outperformed since inception. 
 
Pooled Multi-Asset Performance 
  
Manager Benchmark 

Return 
1 Year 

Fund 
Return 
1 Year  

Variance Benchmark 
Return 
Since 

Inception* 

Fund 
Return 
Since 

Inception * 

Variance 

  % % % % % % 

Baillie Gifford 3.4 4.7 1.3 3.6 5.5 1.9 

Pyrford 3.4 -2.3 -5.7 3.6 3.4 -0.2 

* since inception is 2012 

During the twelve months ended 31 March 2018, Baillie Gifford outperformed the            
benchmark and Pyrford underperformed the benchmark. Baillie Gifford outperformed the          
benchmark since inception and Pyrford underperformed since inception. 
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 Property Performance 
  
  

Manager Benchmark 
Return 1 

Year 

Fund 
Return 
1 Year  

Variance Benchmark 
Return 
Since 

Inception 
* 

Fund 
Return 
Since 

Inception 
* 

Variance 

  % % % % % % 

BlackRock 10.1 9.8 -0.3 4.6 1.6 -3.0 

Aviva 10.1 7.4 -2.7 8.3 7.7 -0.6 

  
* Since inception for RREEF/BlackRock is 2005 and for Aviva 2011 
  
During the twelve months ending 31 March 2018, both Blackrock and Aviva            
underperformed the benchmark and both managers also underperformed the benchmark          
since inception.  
  
Alternatives Performance 
  

Manager Fund 
Return 
1 Year  

Fund 
Return 
Since 

Inception 

  % % 

Partners Group 18.9 10.6 

M&G 4.0 4.5 

  
Partners Group and M&G are not measured against a benchmark due to the pattern of               
investment with the managers. The drawdown of the commitment to Partners Group            
Direct and Global 2015 funds have been taking place for less than one year. 
  
The market value of the total assets held by the fund managers over the last 10 years is                  
shown below (including new money invested but excluding cash held by the Council). 
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Note: Other assets held at the end of 2017/18 are cash in the bank (£15.6m) and Net                 
(debtors) / creditors (£1.1m) giving a total net assets figure of £642m 
  
Fund History 
 
From 1998 – 2005 the Fund was managed by Henderson Global Investors and Deutsche              
Asset Management (formerly Morgan Grenfell). The balanced mandate was split equally           
between both managers and  invested in Equities, Bonds and Property. 
  
In 2004, 10% of the total Fund was allocated to property managed by Deutsche Property               
Asset Management with resources transferred from Henderson Global Investors and the           
main multi-asset Deutsche portfolio. 
  
In December 2005, the remainder (90%) of the Fund was separated into two global              
equity mandates and one bond mandate, managed by Aberdeen Fund Management Ltd            
(formerly Deutsche Asset Management Ltd). The equity element of the Fund was            
managed by Newton Investment Management and AllianceBernstein, until March 2011          
when AllianceBernstein was replaced by Legal & General. 
  
In September 2009 the decision was made to invest in M&G UK Companies Financing              
Fund and in July 2011 the Pension Fund employed Aviva Investors, a real estate              
fund-of-funds manager. 
  
In June 2012, the Fund appointed Partners Group as an infrastructure manager. 
  
In October 2012 four new fund managers were appointed. Harding Loevner and            
Schroder were hired to manage two new pooled global equity mandates and Baillie             
Gifford and Pyrford were awarded the two new pooled absolute return mandates. The             
existing segregated mandate with Newton was subsumed in a new pooled global equity             
mandate with them and the existing pooled global equity mandate with L&G was             
transferred to a pooled UK equity mandate. 
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The Property portfolio was managed by RREEF (formerly Deutsche Property Asset           
Management) until December 2012, when the RREEF UK Core Property mandate           
amalgamated with BlackRock’s UK Property mandate.  
  
In March 2014, the decision was made to transfer the existing bond mandate with              
Aberdeen to M&G with 40% to be invested in their Index-Linked fund and 60% in their                
Alpha Opportunities fund.  The transition took place at the end of May in 2015. 
  
In November 2015, a decision was made to appoint Invesco as a new residential              
property manager.  
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SECTION 4 - SCHEME ADMINISTRATION 
  
Pensions Administration 
  
Committed to providing an efficient, cost effective and approachable service to all Fund             
employers and our members. 
 
Sutton and Kingston formed a Shared Service with effect from 1 April 2016 for the               
administration of each respective Council’s Local Government Pension Scheme (LGPS).          
The Shared Service administers the LGPS on behalf of scheme employers , including             
Sutton Housing Partnership, Kingston University, London Grid for Learning and admitted           
bodies such as non-teaching staff in schools and academies and contractors. The            
Shared Service now administer the LGPS on behalf of more than 100 employers across              
both Sutton and Kingston. 
  
Service provided by the Shared Pensions Administration team include; 

● Maintenance of member pension records with data from scheme employers          
and their payroll providers including; starters, leavers and other changes of           
circumstance. 

● Provision of retirement estimates and calculation of benefits, life cover and           
dependants benefits for current and former staff or their dependants. 

● Redundancy and early retirement benefit forecasting (for employers and         
members) and where necessary, payment of entitlements. 

● Ensuring changes in the Regulations affecting benefit (or potential benefit)          
entitlements are correctly applied and Scheme members are kept informed of           
their options. 

● Arranging illustrations for transfer of members’ previous pension benefits into          
the Borough scheme and where appropriate affecting the transfer, including          
bulk transfers. 

● Illustrations of the benefits of paying additional contributions – to purchase           
additional LGPS pension or for payment into the AVC arrangement with           
Clerical Medical to provide extra money purchase benefits. 

● Providing details of preserved entitlements for early leavers and transfer          
illustrations and payment as necessary 

● Calculation and recovery of employer costs associated with capital impact on            
provisions. 

● Complete necessary exercises to enable the Fund actuary to complete          
actuarial valuations following new admission and scheduled bodies and the          
data changes required into the administration system. 

● Complete CARE and deferred member benefit increases and produce         
associate benefit statements for all relevant members.  

● Manage pension payroll for each borough including applying the annual          
pension increases.  
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Main Work Streams Impacting Pension Administration in 2017/18 
  
LGPS Regulations 2014 

Following the introduction of the revised Career Average Revalued Earnings (CARE)           
scheme from 1 April 2014, the end of year process as at 31 March 2018 was finalised.                 
The process now requires all employers to provide extra data including both final pay              
and actual pensionable pay for the scheme year. It is critical that the employer data is                
correct as the CARE pension will be established using the actual pensionable pay             
provided each scheme year. 
The annual revaluation of employee contribution bands being based on actual           
pensionable pay (previously based on notional full time annual rate adjusted by term time              
weeks) was implemented by the borough payroll provider and other off payroll employers             
in April 2018. Employee contributions are reassessed each month based on the actual             
(contractual) pay received in that period. 
The Staff Pensions web page includes a link to the national “LGPS 2014” website              
www.lgps2014.org 
 

Redundancy & Early Retirement 

There is continuing demand for costing of redundancies from both Councils and other             
scheme employers. In addition, there is increasing demand for actuarial assessment for            
staff being TUPE transferred into shared services or other commissioning arrangements. 
 

Academy Schools 

The total number of Academies was 32 at 31 March 2018. There were 7 new               
conversions to academy status whereby initial actuarial assessments were undertaken to           
establish their starting position and employer contribution rate. Additional schools are           
planning to convert in 2018/19. 
 

New Transferee Admission Agreements 

A number of provisional assessments have been arranged for potentially new Admission            
Body employers into the Fund.  
 

Employer Self-Serve 

A new self-service based module for scheme employers has been rolled out to the              
majority of off payroll employers. It allows them to view their membership data, make              
certain changes and enable them to run retirement estimates. Self-service arrangements           
for active members has also now been rolled out to all active members, allowing staff to                
update their personal details, view their membership details e.g. earnings and           
contributions, update their nomination details and view their annual benefit statements.  
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Key Activities planned in 2018/19 
 
In addition to the day-to-day running of the pension administration team, the key activities              
planned for 2018/19 include; 
 

● Engagement with external payroll providers via a series of briefing sessions to            
improve communication and understanding of the pension administration        
requirements 

● Move to all external payroll providers providing starter and leaver information           
via data interfaces to maximise administration efficiencies 

● Increase/promote usage of Member Self Serve (Pensions On Line) by active           
and deferred members, so that all personal detail changes including updating           
nomination details are completed via the site. 

● Increase usage of Employer Self-Serve amongst scheme employers. 
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SECTION 5 - STATEMENT OF THE ACTUARY 2017/18 
  
The most recent full actuarial valuation of the Pension Fund was carried out by Barnett               
Waddingham as at 31 March 2016. A link to this document is provided here: 
  
Fund Actuarial Valuation 2016 
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SECTION 6 - PENSION FUND STATEMENT OF ACCOUNTS 
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