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1 INTRODUCTION 

1.1 Legislative Background 
 

This Statement of Investment Principles (“the SIP”) has been prepared in 
accordance with Section 35 of the Pensions Act 1995 (“the 1995 Act”), as amended 
by the Pensions Act 2004 (“the 2004 Act”) and the Occupational Pension Schemes 
(Investment) Regulations 2005 (“the Investment Regulations”) as amended. 

 

In drawing up this document, the Trustees have consulted the Principal Employer, 
Sydenhams Limited. 

 
The effective date of this SIP is September 2020.  In accordance with the legislation 
the Trustees will review the SIP without delay after any further significant change in 
investment policy but, in any event, no later than March 2021. 

 
The Trustees will consult the Principal Employer on changes in investment policy, as 
set out in this document, and on the employment or removal of Investment 
Managers.  However, the ultimate power and responsibility for deciding investment 
policy lies solely with the Trustees. 

 
The Trustees may delegate investment powers. Section 34(2) of the 1995 Act 
requires that, where any decision about investments constitutes regulated 
investment business under the Financial Services & Markets Act 2000 (“FSMA”) the 
delegate be appropriately authorised by the Financial Services Authority. If a 
decision does not constitute investment business the Trustees must take all 
reasonable steps to satisfy themselves that the delegate has appropriate knowledge 
and experience. The Trustees’ policy regarding delegation is set out in section 5.5 
and 5.9 of the SIP below. The delegations made are set out in Appendix A. 

 

1.2 Scheme Constitution 
 

The Sydenhams Pension Scheme (“the Scheme”) is governed by a Definitive Trust 
Deed and Rules dated 25 March 2013 (“the Deed & Rules”). Investment decisions 
are taken by the Trustees in accordance with Clause 5 of the Deed & Rules and 
Clause 9 of Schedule 2 to the Deed & Rules. 

 

The Scheme is a defined benefit scheme for employees of Sydenhams Limited.  It 
was closed to new entrants in 2000 and ceased accrual of future pensionable service 
for existing members from 31 March 2006. 
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2 INVESTMENT RESPONSIBILITIES 

 
2.1 The Trustees are responsible for: 

 preparing the Statement of Investment Principles and, in doing so, taking  
written advice to ensure that the investment policy is suitable for the Scheme, 

 monitoring compliance with the Statement and reviewing its contents at least 
every three years and without delay after a significant change in investment 
policy, 

 appointing the Investment Managers and any external consultants thought to be 
necessary and 

 reviewing on a regular basis the Investment Managers' performance against 
established benchmarks, and satisfying themselves as to the Managers' 
expertise and the quality of their internal systems and controls. 

 

2.2 The Investment Managers (to the extent that the Trustees have delegated their 
discretion) are responsible for: 

 the investment of the Scheme's assets in compliance with the investment 
mandates to which they have been appointed, 

 holding portfolios as instructed from time to time by the Trustees, 

 security and stock selection within appropriate asset classes, 

 providing the Trustees with quarterly valuations of the Scheme's assets and 

 attending Trustee Meetings at reasonable intervals. 
 

2.3 The Custodians are responsible for: 

 their own compliance with prevailing legislation. 
 

2.4 The Scheme Actuary is responsible for: 

 providing the Trustees with advice as to the maturity of the Scheme and its 
funding level to aid the Trustees in balancing the short-term and long-term 
objectives of the Scheme and 

 raising with the Trustees any concerns regarding investment policy that may 
arise through changes in liability profile or legislation. 
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3 FUNDING AND INVESTMENT OBJECTIVES 

 
3.1 The Trustees’ funding objective for the Scheme is to satisfy the Statutory Funding 

Objective and, should the funding level fall below 100% at any time, to return the 
funding level of the Scheme to 100% in a manner acceptable to the Trustees and 
the Pensions Regulator. 

 

3.2 The Trustees’ primary investment objective for the Scheme is to ensure that 
sufficient funds are available to pay members’ benefits in full from the Scheme as 
and when they fall due. 

 
3.3 The Trustees have also agreed with Sydenhams Limited the following secondary 

objective to be taken into account in setting investment strategy: 

 that the level of contributions should not rise in the short term but that the 
length of the Recovery Period is less important. 

 

3.4 The Trustees’ policy for achieving their investment objectives is set out in Section 5. 
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4 RISKS TO THE FUNDING AND INVESTMENT OBJECTIVES 

 
The Trustees have identified a number of risks that may affect their ability to meet the 
objectives. These risks, and the measures the Trustees are taking to mitigate them, are set 
out below. 

 

4.1 Risk that the Principal Employer becomes insolvent or fails to make adequate 
contributions to the Scheme to meet benefit promises 

The Trustees monitor the Employer covenant on a regular basis. If significant 
weakening is identified the Trustees will seek advice as to any necessary changes in 
strategy. 

 

4.2 Risk that the funding level falls as a result of lower than expected investment 
returns on the assets held 

The Trustees will ensure that the assets are diversified across asset classes, taking 
into account their correlations, including assets that are expected to produce real 
returns over the long term, to reduce the risk of this occurring. 

 

4.3 Risk that the investment managers appointed under-perform their benchmark 

The Trustees monitor the risk that active managers will underperform by assessing 
their performance on a quarterly basis and reviewing them when considered 
necessary. The Trustees may also make use of passive management, thus removing 
the risk of manager underperformance from those assets. 

 
4.4 Risk that the Trustees receive and accept inappropriate advice from their 

appointed advisers 

The Trustees also review the other advisers on a regular basis and satisfy 
themselves that those advisers are appropriately qualified and have adequate 
Professional Indemnity insurance. 

 
4.5 Risk that an individual investment, constituting a large part of the Scheme's 

assets, fails 

The Trustees will ensure that no more than 5% of the Scheme’s assets are held in 
any one investment (as far as this is practicable through the use of pooled funds), 
with the exception of UK Government Bonds. 

 

4.6 Risk that the funding level of the Scheme may change because of a fall in interest 
rates 

The Trustees will take advice from the Scheme Actuary with a view to ensuring that 
a proportion of the assets will be held in assets that respond to changes in interest 
rates in the same way as do the liabilities. 

 
4.7 Risk that the Trustees are forced to sell assets at depressed prices to meet benefit 

payments 

The Trustees review projected long-term cash-flows following an actuarial valuation 
and shorter-term cash-flow projections twice a year.  The Trustees intend to 
disinvest on a regular basis to meet shortfalls, although the approach may change 
when the amounts required become materially higher.  Growth assets will be 
diversified across a number of asset classes to reduce disinvestment risk. 
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4.8 Risk that the Trustees make inappropriate decisions 

The Trustees take advice from the Scheme Actuary, as appropriate, before making 
decisions. The Trustees also undergo regular training relevant to their decision-
making. All decisions are reviewed periodically to ensure that they remain 
appropriate. 
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5 THE TRUSTEES’ POLICIES 
 

The Trustees’ policies are set out below. The current arrangements entered into by the 
Trustees are set out in the Appendices to this Statement. Appendix A contains details of 
the disposition of the Scheme's assets, performance benchmarks and fee structure. 
Appendix B contains details of the advisers appointed who assist the Trustees on 
investment matters. 

 

5.1 Policy for Meeting the Funding Objective 

The Trustees will review the Scheme's position compared with the Statutory 
Funding Objective by means of triennial actuarial valuations and interim annual 
reports. Following such a review it will take investment advice on whether the 
investment policy remains appropriate for maintaining the funding level given the 
increasing maturity of the Scheme’s membership. 

 
The next full valuation will be carried out as at 31 March 2022. 

 

5.2 Policy on Concentration Risk 

The Trustees have taken advice when setting investment strategy for the Scheme 
and have decided to invest in a range of pooled, unitised funds. 

 
The Trustees believe that the arrangements detailed in Appendix A ensure that the 
portfolio is sufficiently diverse that the risks of failure of any individual investment 
will not impact significantly on their ability to pay the benefits promised under the 
Deed & Rules. 

 
The Trustees will review the arrangements if they become aware of any individual 
security, with the exception of UK Government Bonds, within the pooled funds 
exceeding 5% of the total value of the pooled fund assets. The Trustees understand 
that individual stocks may represent more than 5% of the benchmark index – in this 
circumstance, the Trustees are unlikely to review the arrangement, although a fund 
and benchmark may be sought that limit exposure to 5%. For this purpose, the 
Trustees will not count a pooled fund as a single investment, rather they will look 
through to the value of the underlying assets in any pooled fund. 

 

5.3 Policy on Setting Asset Allocation 

The Trustees, taking the advice of the Scheme Actuary, will consider the profile of 
the Scheme’s liabilities when determining an appropriate split of assets between 
bonds (e.g. Gilts) and growth assets (e.g. Equities). 

 
Investment in bonds that have a greater expected default risk than do Gilts may be 
used to enhance returns in the bond portfolio. However, the vast majority of the 
bond allocation will be invested in high-quality bonds. 

 

In determining appropriate growth assets, the Trustees will consider traditional and 
alternative asset classes, as well as alternatives to long-only investment strategies. 
The Trustees may take advice to determine the appropriate split of assets, taking 
into account the required return when considering the Technical Provisions, 
diversification, and correlations between asset classes. 
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The Trustees review the relative weightings of each asset class every three years, or 
more frequently as advised by the Scheme Actuary or Pension Consultant. In 
reviewing the decision, they will decide whether existing funds and/or new 
contributions should be switched to alternative funds. 

 
The Trustees consider at least annually whether it is necessary for the assets to be 
rebalanced, this to occur subsequent to the annual actuarial report. The Trustees 
have decided that they will implement any required rebalancing by disinvesting 
from the funds in which they are overweight, when disinvestment is required to pay 
benefits. 

 

5.4 Policy on Active and Passive Management 

The Trustees consider whether each mandate awarded should be managed 
passively (in which case the Investment Manager's performance target will be to 
match the benchmark return) or actively (in which case the target will be greater 
than the benchmark return). The Trustees’ decisions will be based on: 

 the opportunities within the asset class to generate returns, net of fees, in 
excess of the benchmark return and 

 the potential ability of active investment managers to generate returns above 
the benchmark. 

Consideration will also be given to the risk of underperformance relative to the 
benchmark as discussed in 4.3 above. 

 
The Trustees have elected to invest in both actively-managed and passively- 
managed funds. 

 

5.5 Policy on Arrangements with Investment Managers 

The Trustees will seek advice on the capabilities of Investment Managers prior to 
any mandate being awarded.  As the Trustees use pooled funds, they consider, also, 
whether the fund under consideration is consistent with their policies, since they 
are unlikely to be able to influence the manager’s approach.  The Trustees will 
consider the effect of the appointment of any single Investment Manager on the 
likely volatility of returns on the Scheme's assets as a whole before making that 
appointment. 
 

Where the Trustees elect to use a pooled fund where the manager has some 
freedom over the asset allocation and/or stock holdings, the Trustees monitor the 
performance of the fund against its target, taking into account the market 
environment.  Where the Trustees have performance concerns, they will investigate 
the reasons for such underperformance, which may consider portfolio turnover and 
costs.  The Trustees do not monitor portfolio turnover and costs on a regular basis. 

 
The Trustees will review on a regular basis (at least every six months) the 
investment performance of the Scheme's assets together with the continuing 
suitability of the Investment Manager(s). However, the Trustees remain aware that 
the majority of the assets are managed for the longer term and will not 
automatically remove an active manager as a result of a short period of poor 
performance.  Because they invest in pooled funds, the Trustees are not in a 
position to adopt a remuneration policy that incentivizes Managers to invest in any 
particular fashion. 
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The Trustees obtain quarterly reports from their Investment Manager(s) on the 
performance of the funds.  The Investment Managers also provide the Trustees 
with regular valuations of assets and unit summaries. 
 

5.6 Policy on Stock Selection 

The Trustees are not authorised under FSMA to manage pension scheme assets. 
The Trustees delegate all stock-selection decisions to their appointed Investment 
Manager(s) and monitor the Investment Managers' activity in conjunction with their 
advisers. 

 
The Trustees have obtained confirmation from the Investment Manager(s) of their 
policy towards the use of derivatives and on whether the Managers engage in 
stock-lending and underwriting. With the exception of any hedge fund exposure, 
the Trustees expect the Investment Manager(s) to use these mechanisms only to 
facilitate investment and will monitor those Managers using them to ensure that no 
unacceptable additional risk is being added to the funds. Any hedge fund 
investment, which is likely to include derivatives, will be used only to facilitate 
efficient portfolio management as defined in Regulation 4(8) of the Occupational 
Pension Scheme (Investment) Regulations 2005. 

 

5.7 Policy on Financially Material and Non-Financial Matters  
 

5.71 ESG Matters 
The Trustees believe the ability of the financial system to deliver attractive risk-
adjusted investment returns depends on the sustainability of the underlying 
economic, social and environmental systems.  The Trustees do not believe that 
systematically disinvesting from companies helps achieve this; rather we believe 
our managers should engage with companies to improve the sustainability of the 
investment, particularly with regard to environmental, social and governance risk 
factors.  Before any new manager appointment, the Trustees will consider the 
manager’s ESG engagement policies and how the approach might maximise the 
risk-adjusted returns on the Scheme assets over the long term. 

 
5.72 Other Financially Material Matters 
The Trustees have not identified any other specific financially-material matters at 
this time not already covered by other policies within the SIP.  

 
5.73 Non-financial matters 
The Trustees do not take non-financial matters into account in the selection of 
investments. 

 
5.8 Stewardship Policy 

As the Trustees invest in pooled funds, they are not the legal owner of the 
individual stocks and shares held by those funds.  Therefore, the Trustees are not 
in a position to engage with the boards of the investee companies.  The Trustees 
are aware, however, that their investment managers do engage with the 
companies in which they invest and are happy for them to do so on such basis as 
they deem appropriate to improve risk-adjusted returns. 

 
Similarly, the Trustees have no voting rights in relation to the underlying assets 
purchased by the Investment Managers but are notified on a regular basis of the 
policies followed by the Managers.  The Trustees expect the Investment 
Manager(s) to exercise their rights in this regard. 
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5.9 Policy on Taking Investment Decisions 

The Trustees take into account the complexity of their investment arrangements in 
setting their processes for decision-making. Where the Trustees believe that they can 
achieve sufficient understanding in order to make well-informed decisions about 
investment matters, they will not delegate the decision. If any decision the Trustees 
are called on to make requires additional training, the Trustees will obtain such 
training from the Investment Manager(s) or other adviser as appropriate. 

 

5.10 Policy on Dissemination of Investment Information 

The Trustees will review this SIP at least triennially, having taken advice as necessary 
and consulted the Principal Employer. The Trustees have informed members that the 
SIP is available for inspection on request together with other information relating to 
the investment of the Scheme's assets. 

 

5.11 Policy in the event of Contribution Default by the Principal Employer 

If the Principal Employer fails to make contributions in accordance with the Schedule 
the Trustees will seek clarification of the reasons for the default. If in the Trustees’ 
opinion contributions are unlikely to continue to be received in accordance with the 
Schedule they will seek advice as to whether the current investment strategy remains 
appropriate. 

 

5.12 Policy in the event of Employer Insolvency 

Should the Principal Employer become insolvent the Trustees will immediately review 
their investment strategy, taking advice from the Pension Consultant and the Scheme 
Actuary. 

 

5.13 Policy on Liquidity Risk 

The Trustees will ensure that the assets chosen provide sufficient liquidity for the 
needs of the Scheme. 

 
5.14 Policy on Setting Strategy 

The investment strategy is the asset allocation that the Trustees believe is the most 
appropriate for the Scheme in the long term, taking into account the nature of the 
liabilities it expects to have to meet. 

 
The Trustees will review their investment strategy after every actuarial valuation. As 
part of the review the Trustees may consider projections of the benefits expected to 
be payable from the Scheme. The Trustees will take into account the likely impact on 
the Scheme’s ability to pay benefits should the Scheme fail to be fully funded on both 
an ongoing and discontinuance basis. 

 
Each review will take into account the risk of changes in the Scheme's funding position 
arising from changes in the Scheme's liabilities. The Trustees will also review the 
appropriateness of its existing strategy after any significant change in the Scheme's 
circumstances. 

 
5.15 Compliance with the “Myners’ Principles” 

The Trustees have conducted a full review of the Scheme's  investment  policy  against 
the revised Myners' Principles and comply with those aspects  of  the Principles that they 
believe to be  appropriate  to  the  Scheme' s circumstances.   
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A1          Asset Allocation 
 

The Trustees conduct a review of investment policy every three years, based upon advice from the 
Scheme Actuary and the Pensions Consultant.  Interim reviews occur as and when the Trustees are 
advised that they are necessary by the Scheme Actuary or the Pensions Consultant. 

 

The latest such review of the Scheme’s asset allocation was conducted in 2017.  
 

The Scheme’s actual asset allocation as at 28 February 2018 was as follows: 
 

Asset Class  (%) 

Conventional Gilts     4.2 

Index-linked Gilts   12.3 

Corporate Bonds   18.5 

Multi-asset Fund   65.0 

Total 100.0 

 

The Trustees recognize that the mismatch between the proportion of the assets held in UK Bonds 
and the proportion of the liabilities represented by current pensioners is likely to lead to volatility 
in the Scheme’s funding level. They decided, therefore, that any disinvestments required to pay 
benefits from the Scheme should be taken from the Multi-asset Fund, in order to increase over 
time the proportion of the assets held in UK Bonds. 

 

Actual percentages held in each asset class will be reviewed on a regular basis. 
 

A2          Investment Charges 
 

The Investment Manager levies a charge for managing the investments on behalf of the Trustees. 
The charges are invoiced to the Trustees. The following table confirms the charges currently 
applicable to each fund: 

 

Fund Investment Management Charge 

L&G Multi-Asset Fund  
0.25% per annum on the first £25 million, 

0.20% per annum on any balance. 

L&G Over 15 year Gilts Index Fund 0.10% per annum 

L&G Over 5 year Index-linked Gilts Index Fund 0.10% per annum 

L&G Active Corporate Bond Over 10 year Fund 0.20% per annum 

 

There is also a fee of £1,500 per annum payable to Legal & General Investment Management, 
quarterly in arrears. 
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A3 Benchmarks and Performance Objectives 

 

The Trustees will assess performance quarterly and review the Investment Manager’s appointment 
as required, based on the results of their performance and investment process. 

 
The benchmarks and performance objectives for the appointed Investment Manager are as follow: 

 

Fund Benchmark Performance Objective 

L&G Over 15 year 
Gilts Index Fund 

FTSE-A Government (Over 15 
years) Index 

The Fund aims to track the sterling total 
return of the benchmark to within +/- 0.25% 
p.a. for two years in three 

L&G Over 5 year 
Index-linked Gilts 
Index Fund 

FTSE-A Government Index-
linked (Over 5 years) Index 

The Fund aims to track the sterling total 
return of the benchmark to within +/- 0.25% 
p.a. for two years in three 

L&G Active 
Corporate Bond 
Over 10 year Fund 

iBoxx £ Non-Gilt Over 10 Year 
Index 

The Fund aims to exceed the benchmark by 
0.75% p.a. (before fees) over a three-year 
rolling period 

 

The L&G Multi-Asset fund does not have a strict benchmark and performance objective.  The fund has 
the following features with effect from 31 July 2016: 

 the Fund aims to provide long-term investment growth through exposure to a diversified 
range of asset classes, excluding physical property; 

 the Fund is expected to have a level of risk which is equivalent to two thirds of the volatility of 
a global equity portfolio, over the long-term; 

 exposure to each asset class will primarily be through investing in index funds; 

 the asset allocation will be reviewed at least annually and the Fund will not take short term, 
tactical asset allocation positions. 

 

A4 Employer-related Investment 
 

Sydenhams Limited is a private limited company. The Scheme will have no direct investments in 
Sydenhams or in assets used by Sydenhams. 
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B1 Appointments Made 

 

The following advisers assist the Trustees: 
 

Scheme Actuary: SG Higgins MA FIA 
Censeo Actuaries & Consultants Limited 
Suite 9, The Portway Centre 
Old Sarum Park 
Salisbury 
SP4 6EB 

 
Pension Consultants: Censeo Actuaries & Consultants Limited 

Suite 9, The Portway Centre 
Old Sarum Park 
Salisbury 
SP4 6EB 

 
Administrators: Censeo Actuaries & Consultants Limited 

Suite 9, The Portway Centre 
Old Sarum Park 
Salisbury 
SP4 6EB 

 

Auditor: Edmund Carr LLP 
146 New London Road 
Chelmsford 
Essex 
CM2 0AW 

 

 
In addition the Trustees have appointed the following Investment Manager: 

 
Main Scheme assets: Legal & General Investment Management Ltd 

One Coleman Street 
London 
EC2R 5AA 

 
The Investment Manager is monitored by the Department for Business, Enterprise & Regulatory 
Reform and by the Securities and Investments Board.  It is regulated by the Financial Conduct 
Authority. 
 

B2 Delegations Made 
 

The Trustees have delegated the selection of all individual investments held within the pooled 
funds they invests in to the Investment Managers. 

 
The Custodians for the assets held are appointed and monitored by the Investment Managers.  
All the Custodians are independent of the Employer. 
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B3 Reports Received by the Trustees 

 
From the Investment Manager: 

 quarterly reports detailing returns achieved, 

 annual summaries of governance and Socially Responsible Investment policies, 

 reports on transaction costs, 

 copies of the investment managers' annual reports on compliance with AAF 01/06 or a 
suitable alternative. 

 
From the Pension Consultants: 

 annual reports on compliance with the current SIP. 
 

From the auditor: 

 a report on the Scheme’s annual financial statements. 
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Compliance with the Myners Principles 

C1 Effective decision making 

The Trustees consider that: 

 the trustee board has appropriate skills for, and is run in a way that facilitates, 
effective decision-making, 

 there are sufficient internal resources and access to external resources for trustees 
to make effective decisions, 

 there is an investment business plan and progress is evaluated regularly and 

 they pay particular attention to managing and contracting with external advisers 
(including advice on strategic asset allocation, investment  management  and 
actuarial issues). 

 
The Trustees have considered an investment sub-committee and the remuneration of 
trustees but do not consider these to be appropriate or necessary for this Scheme. 

 

 
C2 Clear objectives 

 
The Trustees have confirmed that: 

 they have benchmarks and objectives in place for the funding and investment of the 
scheme, 

 they consider as appropriate a range of asset classes, active or passive management 
styles and the impact of investment management costs when formulating objectives 
and mandates and 

 they consider the strength of the employer covenant. 
 

Since the Trustees invest in pooled funds, investment management agreements are in a 
standard form as issued by the fund manager. 

 

 
C3 Risk and liabilities 

 
The Trustees have confirmed that they: 

 have a clear policy on willingness to accept underperformance due to market 
conditions, 

 take into account the risks associated with their liabilities’ valuation and 
management, 

 analyse factors affecting long-term performance and receive advice on how these 
impact on the scheme and its liabilities and 

 consider whether the investment strategy is consistent with the scheme sponsor’s 
objectives and ability to pay. 

 
The Trustees acknowledge that they have a legal requirement to establish and operate 
internal controls. 
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C4 Performance assessment 

 

The Trustees consider that they demonstrate an effective contribution and commitment 
to their role. However, they consider that the formal measurement of their own 
performance, and of that of their advisers other than fund managers, is not appropriate 
for a scheme of this size. 

 

 
C5 Responsible ownership 

 
The Trustees’ policy on responsible ownership is included in their Statement of 
Investment Principles. However, because the Scheme’s assets are invested in pooled 
funds, the Trustees recognize that they have limited influence on the fund managers’ 
engagement and voting policies. 

 

 
C6 Transparency and reporting 

 

The Trustees provide regular communication to members in the form they consider most 
appropriate. 


