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FOREWORD

Introduction from the Chair of the Pension Committee, Councillor
Sunita Gordon

I am pleased to present to all our members the Pension Fund Annual report
for 2015/16. This hopefully explains, in an understandable way, how your
fund has been operating in the last year. This will include information on:
●
●
●
●

our 2015/16 accounts;
information about the Fund’s investments;
membership of the Fund; and
the administration of the Fund

The Fund is overseen by the Pension Committee which reports directly to Full Council.
Under our constitution this keeps responsibility separate from the political Executive
function, as ultimately the Fund belongs to its members rather than the Council.
The Committee acts as trustees for the Fund and is represented by four Liberal
Democrat Councillors, one Independent Councillor and one Conservative Councillor. In
addition during 2015/16 the Committee was attended by two non voting members, one
who represented Unison on behalf of staff and another represented other employers in
the Fund.
With the support of professional investment advisers; Hymans Robertson and the Fund’s
actuary; Barnett Waddingham, the Committee reviews the investment performance of
the Fund, meets regularly with Fund Managers, and reviews the Investment Strategy and
any other matters affecting the Pension Fund.
In November 2015 the Pension Committee made the decision to invest in a residential
property fund and subsequently Invesco was appointed to fulfil this mandate. The first
investment in this fund will take place in late September 2016. The Committee made no
further changes to the investment structure of the Fund.
Despite very challenging market conditions, the total value of the Fund’s investments has
risen and continues to exceed £500m as at 31 March 2016.
The London Collective Investment Vehicle (CIV) has progressed significantly during the
year. Two of Sutton’s fund managers have now transitioned into the CIV and more
transfers are expected during the coming year.
A full actuarial valuation of the Pension Fund is undertaken every three years. The last
valuation was undertaken as at 31 March 2013. Work has begun on the valuation as at
31 March 2016 and the results of this will be considered by our Pensions Committee in
December this year.
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The Pension Fund accounts are separately reported and included in this report for
information. These accounts have been audited by our external auditors, Grant
Thornton.
Following the establishment of the Pension Board, the first meeting was held in July
2015. The role of the board is primarily to support the efficient and effective governance
and administration of the pension scheme. Work undertaken by the board over the last
year includes reviewing the Fund’s Risk Register and governance compliance statement,
keeping abreast of LGPS reforms and reviewing the wider governance arrangements for
the Fund.
The Pension’s Administration Team have been assisting staff in explaining how they may
be affected by the scheme changes following the introduction of the new Career Average
Revalued Earnings (CARE) scheme. They have also been working on implementing the
replacement pension administration IT system.
Looking forward, during 2016/17 the government has invited detailed submissions from
schemes on how they will achieve combining their assets into a small number of pools.
Whilst schemes will retain asset allocation decisions, the pooled funds will have a
significant influence on the selection of managers.
I hope you find this annual report helpful and informative.
Sunita Gordon
Chair of the Pension Committee
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MANAGEMENT & FINANCIAL PERFORMANCE

Management Arrangements & Advisers
Administering Authority
London Borough of Sutton
Supporting Officers:
Gerald Almeroth, Strategic Director – Resources (lead Officer for the Pension Fund)
Lyndsey Gamble, Head of Financial Strategy & Planning (maternity leave from
December 2014 to November 2015)
Sue Hogg, Head of Financial Strategy & Planning (maternity cover from December
2014 to November 2015)
Lisa Doswell, Treasury & Investments Manager
Richard McFarlane, Pensions & Capital Manager
Investment Managers
Equities (Active)
Newton
Harding Loevner
Schroders

Equities (Passive)
Legal and General
Property
Blackrock
Aviva
Invesco

Pooled Multi Asset
Baillie Gifford
Pyrford

Infrastructure
Partners Group

Fixed Income
M&G

Investment Advisor:
David Walker, Hymans Robertson
Actuary
Alison Hamilton, Barnett Waddingham
Banker
Barclays Bank
AVC Provider
Clerical Medical
Auditor
Grant Thornton
Performance Monitoring
Northern Trust
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Governance Arrangements
Role of Pension Committee
The Pension Committee is responsible for all matters relating to the Council’s
pension fund operated by the London Borough of Sutton on behalf of participating
authorities. The functions of the Pension Committee as set out in the Council
constitution are shown as Appendix I.
The Committee consists of 6 elected members of the Council and they meet at least
four times a year. All members have full voting rights. During 2015/16 the following
persons held these posts:
Elected Members (Voting Members):
Sunita Gordon (Chair)
Adrian Davey (Vice Chair to 18/5/15)
Richard Broadbent (Vice Chair from 19/5/15 to 22/5/16)
Hamish Pollock (Vice Chair from 23/5/16)
Neil Garratt
Edward Joyce
Nick Mattey
Employee Representative:
Adam Jordan, Unison (to 14/7/16)
Employer Representative (Non Voting Member):
Brendan Crossan, Sutton Housing Partnership (to 14/7/16)
Role of Pension Board
The Pension Board was established by full Council at the meeting held on 2 March
2015. An independent Chair was then duly appointed. The Board’s terms of
reference was approved at the following meeting on 20 April 2015 and is attached at
Appendix II.
The board consists of 6 voting members; 3 member representatives and 3 employer
representatives and 1 independent chair. During 2015/16 the following persons held
these posts:
Chair: Michael Ellsmore
Employer Representatives: Brendan Crossan (Sutton Housing Partnership), Tony
Kerslake (Cheam High School), Ashley Thomas (Sutton Citizens Advice Bureau)
Member Representatives: Michael Curran (Retired LBS employee), Trevor Harris
(Trade Union Rep), Stephen Baker (Active LBS employee)
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Both the Pension Committee and the Pension Board is supported by the Strategic
Director of Resources (S151 Officer), Head of Financial Strategy and Planning and
Pensions Administration Manager. During the year both Sutton’s pension fund
advisor and actuary has attended board meetings to either provide advice, support
or training for members.

Governance Compliance Statement
The Local Government Pension Scheme Regulations 2013 require Pension Funds to
prepare, publish and maintain a governance compliance statement and to measure
its governance arrangements against a set of best practice principles. This
measurement should result in 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 Fund’s Governance Compliance statement is shown at Appendix III

Risk Management
Responsibility for the Fund’s risk management strategy sits with the Pension Fund
Committee. Significant emerging and persistent risks are recorded in the pension
fund risk register. This is reviewed regularly by the Pension Committee. The register
is also reviewed biannually by the Pension Board in its role assisting with securing
compliance with control arrangements. The risk register is managed and maintained
by the Head of Financial Strategy and Planning 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 its members. Investment objectives have
been set by the Pension Fund Committee with the aim of maximising long term
investment returns within an agreed risk tolerance level to mitigate this risk.
Investment risk and performance is regularly monitored and reviewed by the
Council’s Officers. The Pension Fund Committee reviews investment performance
on a quarterly basis with the assistance of its investment advisers, Hymans
Robertson.
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Third party risks such as non or late payment of contributions is monitored and
managed by Sutton Council.
Assurance over the systems operated by the Fund’s investment managers and
custodian is maintained by obtaining relevant documentation about their internal
control environment such as ISAE340 reports.
A formal review of the robustness of the Pension Fund’s accounting systems is
undertaken by the Fund’s external auditors, Grant Thornton, as part of the annual
audit.
The current risk register is shown in Appendix IV
Pension Fund Risk Register (Last Reviewed at June 2016 Pension Committee)

Scoring Key:
RAG Key: Red (High Risk), Amber (Medium Risk) and Green (Low Risk)
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Financial Performance
Fund Income and Expenditure from 2013/14 to 2015/16
Income and expenditure of the fund over the past three years is shown in the table
below.
2013/14
£’000
(28,127)
25,458
(2,669)

2014/15
£’000
(28,441)
26,546
(1,895)

2015/16
£’000
(30,587)
32,630
2,043

Fund Management expenses
Net returns on investment
Change in market value

2,816
(6,272)
(14,654)

3,236
(4,162)
(56,034)

3,192
(3,453)
(2,172)

Net (increase) / decrease in the Fund

(20,779)

(58,855)

(390)

Contributions receivable
Benefits payable
Net payment (to)/from the fund

The table shows that in 2013/14 and 2014/15 payments into the fund (contributions
receivable) exceeded the level of benefits paid resulting in a net positive cashflow
into the fund of £2.7m and £1.9m respectively. In 2015/16 the level of payments
exceeded contributions by £2m. This is mainly due to a large transfer out of the
Sutton fund of £7.4m in relation to the transfer of LBS IT staff to the Kingston fund as
part of the arrangements for the set up of the shared IT service between Sutton and
Kingston Council. The underlying cashflow position of the fund therefore continues to
be cashflow positive.
Taking into account management expenses, investment returns and changes in the
market value of assets, the fund has increased overall by £59m since 2013/14.
Fund Net Assets
The table below shows the value of fund assets over the last three years. The table
shows that the value of assets has continued to increase in 2015/16 despite
uncertainty in the global economy particularly affecting equities.
2013/14
£’000
265,415
110,423
8,002
29,448
16,789
17,799
447,876

Equities
Fixed Interest Securities
Index Linked Securities
Property
Cash Deposits
Other
Total Investment Assets
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2014/15
£’000
308,293
93,650
34,574
33,143
16,729
20,342
506,731

2015/16
£’000
311,384
86,840
37,755
35,239
13,377
22,526
507,121
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Analysis of Contribution (to) and from the Fund
2013/14
£’000
Contributions Receivable
-Members
-Employers
-Transfers in
Total Contributions

2014/15
£’000

2015/16
£’000

(5,377)
(19,568)
(3,182)
(28,127)

(5,797)
(21,611)
(1,033)
(28,441)

(5,889)
(23,188)
(1,510)
(30,587)

Benefits Payable
-Pensions
-Lump sum retirements and death benefits
-Transfers Out
-Refunds
Total Benefits Payable

17,712
3,437
4,304
5
25,458

18,729
4,793
2,990
34
26,546

19,667
4,729
8,181
53
32,630

Net Payment to / (from) the Fund

(2,669)

(1,895)

2,043

Analysis of Fund Management Expenses
The cost 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.
2013/14
£’000
Administration Cost
Internal Support Costs
Pension IT System Costs
Other
Sub total Administration Costs
Investment Management Expenses
Management Fees
Custodian
Sub total Investment Management Expenses
Oversight and Governance Costs
Actuarial Fees
External Audit
Investment Advice
Other

Sub total Oversight & Governance Costs
Total Fund Management Expenses
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2014/15
£’000

2015/16
£’000

330
107
32
469

326
268
40
634

300
100
33
433

2,136
6
2,142

2,491
4
2,495

2,622
36
2,658

97
18
67
23
205

16
19
38
34
107

6
21
67
7
101

2,816

3,236

3,192
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The cost of managing the pension fund represents approximately 0.6% of the value
of the fund as at 31 March 2016 which is broadly in line with previous years. The
largest in terms of managing the fund is investment management fees paid to fund
managers. This has increased during 2015/16 which is due to the payment of the
performance fee due to Newton as part of their fee structure.
A three year budget and cashflow for the fund is being worked up as part of the
triennial valuation review process. Performance against this budget will be regularly
reviewed and reported annually within the annual report.

Administrative Management Performance
Membership Numbers
The graph below shows that membership of the Fund has increased in 2015/16 to
12,600 members. This is an increase of 9.8% on 2014/15 and an increase of 54%
since 2005/06.
Part of this change is due to a rise in the number of active contributing members
from 4,044 in 2014/15 to 4,923 in 2015/16, an increase of 22% which would appear
very positive for the fund. However this is partially due to changes to the way posts
are recorded within the new CARE scheme and which does not result in additional
contributions to the fund i.e. holders of multiple pensionable posts now have
individual records.

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.
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Complaints
Any complaints are referred to the Head of Pensions Administration for consideration
under stage 1 of the LGPS Internal Dispute Resolution Procedure (IDRP). During
2015/16 1 official complaint was received and dealt with through the IDRP process.
Other enquiries have been received which have required investigation and have
been dealt with accordingly.
Improvements to Performance Data
Some further data relating to activity within the pensions administration is recorded
but not officially tracked against targets. During 2016/17 officers intend to review the
capabilities of the new pensions administration system in tracking activity data
alongside developing a range of targets which give a meaningful view on the
outcomes required within the pensions administration section. This exercise will
need to be developed in the context of the service now being shared with Kingston
and the data requirements for both Councils.
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INVESTMENT POLICY & PERFORMANCE

Investment Strategy
The Council has appointed twelve investment managers under the terms of the
Regulations to manage all of the Fund’s investments as follows:
● Global Equity (Active) - Newton Investment Management Ltd, Harding
Loevner Funds Plc, and Schroder Investment Management. All three
managers have 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 three
year rolling period is applied to Newton and similarly for Harding Loevner and
Schroder’s at 3% per annum.
● Global Equity (Passive) - Legal & General is a passive investment manager
and is required to match the benchmark.
● Pooled Multi Asset – 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 three year rolling period is in place for both managers. The
Baillie Gifford mandate transferred into the London Collective Investment
Vehicle (CIV) in February 2016 and Pyrford transferred in June 2016.
● Property - BlackRock
The investment manager holds property in pooled funds. Their performance
objective is to outperform the relevant benchmark.
● Real Estate Fund of Funds – 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.
● Residential Property –Invesco. The pension committee appointed Invesco in
November 2015. The committee agreed an intial allocation of £15m to this
mandate
● 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 three
year rolling period is applied. Their performance objective is to outperform the
relevant benchmark.
● Infrastructure – Partners Group (UK) Ltd

12
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The investment manager invests in global infrastructure directly and through
secondary and primary investments in infrastructure partnerships. The Fund
targets an absolute return of 8% per annum.
● Financing Fund – M&G UK Companies Financing Fund
The financing fund provides medium term debt to UK companies from the
FTSE 350. The fund 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. Sutton Council has
adopted a benchmark, which sets the proportion of assets to be invested in key
asset classes such as equities, bonds and property. As at 31 March 2016 the
benchmark was:
●
●
●
●
●

Global Equities
UK Equities
Absolute return
Bonds
Property

42%
13%
15%
20%
10% _
100%_

The Fund’s benchmark includes a significant holding in equities in the pursuit of
long-term higher returns than from a liability matching strategy.
Under the Council’s current investment strategy a strategic target benchmark
allocation of 42% of the total fund value is invested in global equities managed in
separate, equal sized portfolios by Newton, Harding Loevner and Schroder’s. 13%
of the fund is invested in UK equities by L&G and 15% of the fund is split equally in
absolute return pooled vehicles managed by Baillie Gifford and Pyrford. 20% of the
fund is targeted in bonds through M&G, 10% in Property, split between 6% with
BlackRock and 4% with AVIVA. There is a long term strategic target to bonds of
15% and 5% to infrastructure, but this will take some time to implement.
The actual allocations as at 31 March 2016 are as follows:
●
●
●
●
●
●
●

Global Equities
UK Equities
Absolute return
Bonds
Property
Infrastructure
M&G Financing Fund

46%
12%
16%
17%
6%
2%
1%
100%

13
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During 2016/17 officers will review the current allocations against targets. Officers
intend to use the planned allocation to residential property (£15m) as an opportunity
to rebalance the portfolio where necessary to match the target allocations set within
the current investment strategy.

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
Newton

Mandate
Global equity
pooled fund –
active
Global equity
pooled fund –
active

Tactical Benchmark
MSCI All Countries World
NDR Index

Global equity
pooled fund –
active
UK Global
equities pooled
fund – passive
Pooled multi
asset

MSCI All Countries World
NDR Index

Pyrford

Pooled multi
asset

3 month LIBOR + 3%

Aberdeen

Bonds

M&G

Bonds - Alpha
Fund
Bonds - Index
Linked

3% FTSE Uk Gilts> 15 yrs,
10% BAML>10 yrs, 2%
Citigroup WGBI, 3% 20year
inflation swap, 2% FSTE A
UK Gilt Gov Index-Linked
3 Month LIBOR + 3%

Harding Loevner

Schroder

Legal & General

Baillie Gifford

M&G

RREEF/
BlackRock
AVIVA
Partner’s Group

M&G

Pooled
Property Funds
Property Fund
of Funds
Infrastructure

UK Companies
Financing Fund

MSCI All Countries World
NDR Index

UK - FT All Share Index

3 month LIBOR + 3%

FTSE A British Government
Over 5 Years Index-Linked
IPD UK All Pooled Property
Funds Index
IPD UK All Pooled Property
Funds Index
No tactical benchmark, but
targets an absolute return of
8% per annum
No tactical benchmark, but
assessed against 7 day

14

Performance Target
2% above benchmark over
rolling 3 year period (gross of
fees)
3% above benchmark over
rolling 3 year period (gross of
fees)
3% above benchmark over
rolling 3 year period (gross of
fees)
To track the benchmark

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

3 Month LIBOR + 3 to 5 %.
0.75% above benchmark over
rolling 3 years period (gross of
fees)
To outperform the benchmark
To outperform the benchmark
No outperformance objective

No outperformance objective
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LIBID and targets return of
10% pa net of fees
Invesco

Residential
Property

unleveraged return of 8-9% p.a

London Borough of Sutton Investments held at 31 March 2016
The table below shows the value of holdings with each of the fund managers as at
31 March 2016.
Fund Manager

Total Equities
Legal & General
Newton
Harding Loevner
Schroder
Bonds
M&G bonds
Pooled Multi Asset
Baillie Gifford
Pyrford
Property
Blackrock
AVIVA
Alternatives
Partner’s Group*
M&G – Co’s Financing Fund
Market value of investments
Cash **
CIV
Total Assets

Value at end
31/03/15
£’000
286,329
60,494
77,220
73,673
74,942
81,005
81,005
79,320
40,640
38,680
31,915
20,329
11,586

Value at end
31/03/16
£’000
284,346
58,226
79,047
75,221
71,852
81,698
81,698
79,582
40,265
39,317
33,789
21,534
12,255

10,629
5,916
4,713
489,198
16,730
0
505,928

15,032
10,108
4,924
494,447
12,231
0.150
506,828

The tables below show the long term performance of each fund manager by asset
class as at 31 March 2016.
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Equity performance
Manager

Benchmar
k Return 1
Year

Fund
Return 1
Year

Varianc
e

%
(3.9)
(1.2)
(1.2)
(1.2)

%
(3.9)
1.7
2.1
(4.5)

%
0
2.9
3.3
(3.3)

L&G
Newton
Harding Loevner
Schroders

Benchmar
k Return
Since
Inception
*
%
5.7
11.4
11.4
11.4

Fund
Return
Since
Inception
*
%
5.7
13.9
12.3
10.4

Varianc
e

%
0
2.5
0.9
(1.0)

* since inception is 2012 for all, apart from L&G which was 2011
During the twelve months ended 31 March 2016, L&G matched the benchmark
(benchmark (3.9)%, actual (3.9)%). Newton outperformed the benchmark by 2.9%
(benchmark (1.2)%, actual 1.7%), Harding Loevner outperformed the benchmark by
3.3% (benchmark (1.2)%, actual 2.1%) and Schroders underperformed the
benchmark by 3.3% (benchmark (1.2)%, actual (4.5)%).
Pooled Multi-Asset Performance
Manager

Benchmar
k Return 1
Year

Baillie Gifford
Pyrford

%
3.7
3.7

Fund
Return 1
Year

%
(1.5)
1.6

Varianc
e

%
(5.2)
(2.1)

Benchmar
k Return
Since
Inception
*
%
8.9
4.2

Fund
Return
Since
Inception
*
%
8.7
0.6

Varianc
e

* since inception is 2012
During the twelve months ended 31 March 2016 Baillie Gifford has underperformed
the benchmark by 5.2% (benchmark 3.7%, actual (1.5)%) and Pyrford has
underperformed the benchmark by 2.1% (benchmark 3.7%, actual 1.6%).

16
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Property Performance

Manager

RREEF/Blackrock
AVIVA

Benchmar
k Return 1
Year

Fund
Return 1
Year

Varianc
e

%
10.6
10.6

%
9.7
9.3

%
(0.9)
(1.3)

Benchmar
k Return
Since
Inception
*
%
0.6
8.9

Fund
Return
Since
Inception
*
%
(0.2)
8.7

Varianc
e

%
(0.8)
(0.2)

* Since inception for RREEF/BlackRock is 2005 and for AVIVA 2011

During the twelve months ending 31 March 2016, Blackrock underperformed the
benchmark by 0.9% (benchmark 10.6%, actual 9.7%) and AVIVA underperformed
the benchmark by 1.3% (benchmark 10.6%, actual 9.3%).
Alternatives Performance
Manager

Partner’s Group
M&G

Fund
Return 1
Year
%
24.3
4.5

Fund
Return
Since
Inception
%
6.4
4.6

Partner’s Group and M&G are not measured as part of the fund’s overall strategic
benchmark. Due to the way investment is made with Partner’s Group, it is not
meaningful to make comparisons with their performance target at this stage. During
the twelve months ending 31 March 2016, Partner’s Group has returned 24.3% and
since inception 6.4% and M&G has returned 4.5% and since inception they have
returned 4.6%.
The market value of assets held by the Fund Managers over the last 10 years is
shown below (including new money added to the fund but excluding cash held by the
Council).

17
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Note: Other assets held at the end of 2015/16 are cash in the bank (£12.1m) and Net debtors /
creditors (£175.1k) giving a total net assets figure of £507.1m

From 1998 – 2005 the Fund was managed by Henderson Global Investors and
Deutsche Asset Management (formerly Morgan Grenfell). Each fund manager had
50% of the total Fund value invested in Equities, Bonds and Property (balanced
mandate).
In 2004, 10% of the overall Fund was established as a separate property mandate
managed by Deutsche Property Asset Management and transferring resources from
Henderson Global Investors and the main multi asset Deutsche Fund.
In December 2005 the remainder of the Fund was separated into two global equity
mandates and one bond mandate, managed by Aberdeen Fund Management Ltd
(formally Deutsche Asset Management Ltd). The equity element of the Fund was
managed by Newton Investment Management and Alliance Bernstein, until March
2011 when Alliance Bernstein was replaced by Legal and General.
In September 2009 the decision was made to invest in M&G’s UK Companies
Financing Fund and in July 2011 the Fund employed AVIVA Investors, a real estate
fund of funds manager.
During June 2012 the Fund appointed Partner’s Group as an infrastructure manager.
In October 2012 four new fund managers were appointed. Harding Loevner and
Schroder were appointed to two new pooled global equity fund mandates and Baillie
Gifford and Pyrford were appointed to two new pooled absolute return mandates.
The existing segregated mandate with Newton was transferred to a new pooled
global equity fund mandate with them and the existing pooled global equity fund with
L&G was transferred to a pooled UK equity fund.

18
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The Property portfolio was managed by RREEF (formally Deutsche Property Asset
Management) until December 2012, when the RREEF UK Core Property Fund
amalgamated with BlackRock’s UK Property Fund.
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.

4

SCHEME ADMINISTRATION

Pensions Administration
Committed to providing an efficient, cost effective and approachable service to all
fund employers and our members.
The Council’s in-house pension team undertake the administration of the Local
Government Pension Scheme (LGPS) Regulations and associated legislation, for
approximately 12,600 members, covering non-teaching staff employed by London
Borough of Sutton, Sutton Housing Partnership (SHP), Carshalton College,
Academy Schools, CAB, Bandon Hill Cemetery Joint Committee, other TUPE
transferee contractors admitted to the scheme and elected Members of the Borough
(special provisions). The service is also responsible for approximately 220
compensation payments for former GLC Housing staff and borough liabilities for
teachers retired early.
The Council is currently engaged on a project to create a shared service with
Kingston Council for pensions administration across the two boroughs. The final
arrangements including finalisation of staffing structures should be in place during
2016/17.
Service provided by the Pensions Administration team includes:
● The provision of retirement benefits, life cover and dependants benefits for
current and former staff or their dependants.
● Maintenance of member pension records via interface from the Borough payroll
or using agreed manual processes for the 49 other (off payroll) employers; 39 of
the borough schools, Carshalton College, Sutton Housing Partnership, CAB and
a number of contractors providing services to the borough.
● 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.
● 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.
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● Providing details of preserved entitlements for early leavers and transfer
illustrations and payment as necessary.
● Redundancy and early retirement benefit forecasting (for employers and
members) and where necessary, payment of entitlements.
● Calculation and recovery of employer costs associated with capital impact on
pension fund of early payment of benefits.
● Operating the special provisions of the scheme relating to elected Members who
have opted to join the LGPS.
● Provision of all necessary data to the Council’s actuary for the annual FRS17
exercises (March, July for Carshalton College & August for Academy schools)
and triennial valuations of the pension – making statutory returns to government
bodies as appropriate.
● Maintaining the Civica Universal Pensions IT system with updated versions and
revisions to tables as advised by the Borough actuary or Government Actuary
Dept (GAD).
● Advice and assistance on the pension issues where members’ employment is
being transferred to a contractor under TUPE, where a school converts to
academy status or the future service is being provided in partnership with another
borough or other means.
● Arranging terms for Admission Agreement to the LGPS for new employer using
the scheme to fulfil their pension provision obligation.
● Undertaking required pension savings growth calculations and where necessary,
notifications under the HMRC Annual Allowance provisions.
Main work streams impacting pension administration in 2015/16
LGPS 2014
Following the introduction of the revised Career Average Revalued Earnings (CARE)
scheme from 1 April 2014, the first year end process was undertaken as at 31 March
2015. The process now requires all employers (approx. 50) 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 first 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 2015. Employee contributions are reassessed each month based
on the actual (contractual) pay received in that period.
The Pensions Team assess new CARE entitlements and were also able to assist
staff regarding the scheme changes and protections in the final salary scheme for
pre April 2014 benefits.
The Staff Pensions web page includes a link to the national “LGPS2014” website
www.lgps2014.org.
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Valuation as at 31 March 2013
From 1 April 2015 the second step of the revised employer contribution rates as set
in the Valuation of the fund as at 31 March 2013, were implemented in the various
employer payrolls. The final was step was applied from April 2016 in line with the
Valuation Rates and Adjustment Certificate.
Redundancy & Early Retirement
There is continuing demand for costing of redundancies for employing Directorates
savings proposals mainly under the Smarter Council programme. In addition, there is
increasing demand for actuarial assessment for staff being TUPE transferred into
hosted services or other commissioning arrangements.
Following the Council’s decision to run an invitation to staff to express an interest in
Voluntary Redundancy in November 2015, 26 applications were approved. Actual
terminations will require processing of entitlements.
Academy Schools
There were 4 new conversions to academy status and initial actuarial assessments
were undertaken to establish their starting position and employer contribution rate.
Additional schools are expected to convert in 2016/17.
New Transferee Admission Agreements
Six new admission agreements were set up to provide continuing access to the
LGPS for staff TUPE transferred to contractors in 2015/16. Provisional assessments
were also arranged for a number of other services being transferred in 2016/17.
Replacement Pensions Administration IT System & Future Shared Service with
RBK
The replacement Civica Universal Pensions Management (UPM) shared Kingston &
Sutton (K&S) Pensions Administration IT system started with a go live of separate
databases in December 2014. Further work was undertaken towards the combined
K&S database which was implemented in June 2015.
Some very positive collaboration between the Pension Teams on common
processes and outputs was undertaken for inclusion in the system implementation
and that work continues.
The UPM Self Serve modules are also being progressed and following pilot testing
the Employers’ Web is live with a number of the borough employers / schools able to
view member data and submit changes. Member Self Serve will follow later in 2016.
Work has continued since early 2015 on the second phase of the project towards
bringing together Kingston & Sutton Pensions Administration Teams. This has
resulted in the Kingston Pensions staff transferring to the Sutton shared service
based in Civic Offices on 1 April 2016.
Key Activity in 2015/16
● Resolving issues on the implementation of the new pensions administration
system
● Working with Kingston Council to create a shared pensions administration service
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● Providing data in preparation for the first year end process under the new Career
Average Revalued Earnings (CARE) scheme
● In April 2015 reviewing the employee contribution bands (revaluation).
● The second phase of the revised employer contribution rates resulting from the
Triennial valuation of the fund as at 31 March 2013 were applied from April 2015.
The borough is committed to a cash payment to fund the deficit recovery
contribution arising from reducing active membership, two of the funds other
scheduled bodies and one Admitted Body made single (annual) cash payments
towards their deficit recovery funding.
● Processed a large number of early retirement / redundancy estimates to assist
employing Groups in formulating costed proposals for the 2016/17 budget
consultation and to inform decisions on future service delivery options, including
potential shared services.
● Pensions into payment in 2015/16; age retirements (active members & preserved
benefit) 140, ill health 5 & redundancy / efficiency 38.
● Increased volumes – fund membership (Active / Preserved & Retired) growth
around 9.8% in the year to March 2016. Previous years; 3.3% in 2014/15, 5% in
2013/14, 2.7% in 2012/13 & 2.6% in 2011/12. Much of the increase has been
due to the Automatic Enrollment which applied from 1 April 2013.
● Increasing caseload volumes – ratio of members to FTE Pension staff; 3,150 in
2015/16 (12,600/4), 2,900 in 2014/15 2,775 in 2013/14, 2,641 in 2012/13 & 2,588
in 2011/12.
● Approximately 30% of employers use alternative payroll providers where manual
monthly returns / pension record adjustments and special annual contribution
postings are processed. The self service module of the new pensions admin
system is being developed in order to allow fund employers to submit data
electronically.

5 STATEMENT OF THE ACTUARY 2015/16
The most recent full actuarial valuation of the pension fund was carried out by
Hymans Robertson (the Council’s previous actuary) as at 31 March 2013. A link to
this document is provided here:
[Link to be inserted once document is included on pensions web page]
Following a procurement exercise in 2014 Barnett Waddingham was appointed as
the fund’s new Actuary. Barnett Waddingham carried out their latest interim valuation
of the fund as at 31 March 2015. A link to this document is provided here:
https://moderngov.sutton.gov.uk/documents/s43433/Interim%20Valuation%20Report
%20-Final.pdf
Barnett Waddingham will be working on producing the next full triennial valuation as
at 31 March 2016 during Summer 2016. The results of this exercise are due to be
reported to the Pensions Committee on 12 December 2016.
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5 AUDITORS CERTIFICATE
[To be added once audit of Pension Fund Accounts is complete]
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