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Corporate Trustee IBM United Kingdom Pensions Trust Limited 
 PO Box 41, North Harbour, Portsmouth, PO6 3AU 

Trustee directors Non-member appointed: 
 Gary Kildare (a) (resigned 24 July 2020) 
 Dr Evaristus Mainsah (Co-Chair)(a)  
 Joseph Sweeney  (resigned 29 February 2020) 
 Mark Hobbert  
 Frederick Klutey  
 Naomi Hill (a) (appointed 1 March 2020) 
 Stephen Kelly (appointed 22 September 2020, 
  resigned 19 March 2021) 
 Zoe Hughes (appointed 14 May 2021) 
 The Law Debenture Pension Trust Corporation Plc. (c) 

 Member nominated: 
 Robert Tickell (Co-Chair) (b) 
 Doug Moody (b)   (resigned 30 April 2020) 
 Ian Shore (a)  
 Robert Clark(a) (appointed 1 May 2020) 

 (a) Member of an IBM UK pension plan 
 (b) Retiree member of an IBM UK pension plan 
 (c) Represented by David Felder to 30 June 2020, replaced by Andrew 

Harrison from 1 July 2020, and Anna Eagles 

Company secretary Mark Griffiths     (resigned 14 May 2021) 
 Paul Butler  (appointed 14 May 2021) 

Administrator IBM Pensions Trust 
 Legal & General Assurance Services Limited ("LGAS") were appointed as 

administrator of the DC sections of the Plan from 6 January 2021 and 
XPS Pensions Group were appointed administrator of the DB sections 
of the Plan from 1 June 2021. 

Actuary Graham McLean FIA,  
Towers Watson Limited t/a Willis Towers Watson  

Independent auditors PricewaterhouseCoopers LLP 

Legal advisers Nabarro LLP  
 Sacker & Partners LLP 
  
Investment advisers Towers Watson Limited t/a Willis Towers Watson  

Mercer Limited 

Investment custodians The Northern Trust Company 

Property valuations Knight Frank LLP 

Employer covenant advisers Lincoln Pensions Limited 



IBM Pension Plan 2020 Annual Report 
Trustee and Advisers 
 

3 
 

Bankers The Northern Trust Company 

Sponsoring employer IBM United Kingdom Holdings Limited 

Participating employers IBM United Kingdom Limited 
 IBM United Kingdom Financial Services Limited 
  
Annuity Insurance Provider Rothesay Life Plc 
  
Investment managers  

Defined benefit sections  
Growth assets  

Global equity BlackRock Advisors (UK) Limited (terminated September 2020) 
 Emerging market equity Russell Investment Limited (terminated June 2020) 
         Property CBRE Global Investors Limited 
         Private equity  Advent International Corporation 

 Apax Partners Guernsey Limited 
 Arcis Capital Management Inc. 
 Ardian Private Equity 
 Bain Capital LLC 
 BC Partners 
 Berkshire Partners LLC 
 Cinven Capital Management  
 Freeman Spogli and Co 
 HarbourVest Partners LLC 
 Hellman & Friedman LLC 
 Kohlberg Kravis Roberts & Co 
 LGT Capital Partners Ltd 
 Olympus Partners 
 Pantheon Ventures (UK) Ltd 
 Permira Advisers LLP 
 Strategic Partners Fund Solutions 
 Warburg Pincus LLC 
 Welsh Carson Anderson & Stowe 
 Windjammer Capital Investors LLC 
Alternative  
Reinsurance Nephila Capital Limited 
 Securis Investment Partners LLP 
Alternative credit CQS (UK) LLP (terminated October 2020) 
 Mackay Shields UK LLP (terminated October 2020) 

Emerging Market Debt Legal & General Investment Management Limited (terminated July 2020) 
Alternative Betas JPMorgan Asset Management (Europe) S.à.r.l. (terminated June 2020) 

Matching assets  
Global credit PIMCO Europe Ltd 
 Wellington Management International Limited 
 Legal & General Investment Management Limited (terminated April 2021) 
 Northern Trust Fund Services (Ireland) Limited 
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Investment managers (continued)  
  

Defined benefit sections (continued) 
Matching assets (continued) 

Core Credit PIMCO Europe Limited 
Western Asset Management Company Limited (appointed June 2020) 
Goldman Sachs Asset Management International (appointed October 
2020) 

  Liability matching BlackRock Advisors (UK) Limited 
Cash Northern Trust Global Funds plc 
Currency overlays Russell Implementation Services Limited 

 
  

Defined contribution sections 
Managed funds Legal & General Investment Management Limited 

  
With profits funds Aviva Life & Pensions UK Limited  
 Utmost Life and Pensions Limited (from January 2020 to May 2020) 

  
  

.
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The Trustee of IBM Pension Plan (the “Plan”) presents its annual report and financial statements 
for the year ended 31 December 2020. 
 
PLAN CONSTITUTION 
The Plan is an occupational pension plan set up under trust to provide retirement benefits for 
certain groups of employees of IBM United Kingdom Limited, IBM United Kingdom Financial 
Services Limited  and IBM Limited Partnership (to 8 February 2019) (together referred to as “IBM” 
or the “Company”).   
 
On 8 February 2019, IBM Limited Partnership ceased to be a participating employer. There were 
no employees or assets assigned to the company. 
 
The Plan is currently governed by the Trust Deed and Rules dated 24 April 1997 (as amended) 
comprising: 

i) The 1997 Definitive Trust Deed setting out the general provisions governing the Plan as a 
whole; 

ii) A Deed comprising the 1997 Defined Benefit Section Rules setting out the Rules for the C, 
E, N, and DSL Plans and other defined benefit (“DB”) sections; 

iii) A Deed establishing the 1997 Money Purchase Section Rules (“M Plan”) setting out the 
Rules for the defined contribution (“DC”) sections. 

The Plan has separate DB and DC sections.  The DB sections comprise the following structure: 
i) ‘N Plan’ - closed to new joiners with effect from 5 July 1983; 
ii) ‘C Plan’ - closed to new joiners with effect from 5 April 1997; 
iii) ‘E Plan’ – closed to new joiners with effect from 5 July 1983; 
iv) ‘DSL Plan’ – in practice closed from its inception, being the product of a scheme merger 

under which a cohort of members transferred into the Plan; 
v) All the DB sections of the Plan were closed to future accrual with effect from 6 April 2011.   

 
The DC sections comprise the following structure: 

i) ‘M Plan’; 
ii) ‘Enhanced M Plan’ - established with effect from 6 July 2006 to which members of the DB 

section of the Plan had a one-off option to transfer into at that time; 
iii) ‘Hybrid M Plan’ – established with effect from 6 April 2011 to provide a DC option to those 

members which had been excluded from the DB section of the Plan because of the closure 
of the DB section to future accrual. 

iv) All the DC sections of the Plan were closed to new entrants from 6 April 2011. 
 
Following the Competition and Markets Authority (“CMA”) investigation into the investment 
consulting and fiduciary management industry, from 10 December 2019 trustees were required to 
set their investment adviser's strategic objectives and monitor performance against these. The 
Trustee agreed a statement of strategic objectives for Mercer Limited and Willis Towers Watson, as 
the respective investment advisers. 
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PLAN CONSTITUTION (continued) 

Under the CMA Order, trustees were required to submit a 'Compliance Statement' to the CMA by 7 
January 2021 to confirm compliance with the relevant parts of the CMA Order (with compliance to 
be confirmed annually thereafter). The Trustee submitted a Compliance Statement to the CMA, with 
a certificate signed by the Chair of the Trustee, in December 2020. 
 
Remuneration of Investment Managers 
 
For the DC section funds, an annual management charge on each member’s fund is reflected in 
the price of units.  

 
CHANGES TO THE PLAN 
 
As noted above, Deeds of Amendment dated 5 and 8 February 2019 were approved to reflect the 
cessation of IBM Limited Partnership as a participating employer.  
 
In August 2019, the Plan Rules were amended to extend the period of pre-1997 pension increases 
from April 2020 to April 2022. 

On 1 July 2020, a Deed of Amendment was approved to update the existing Trust Deeds and Rules 
governing the Plan to incorporate certain practices that have been agreed between the Trustee 
and the Company but had not been formally documented. 
 
PLAN MANAGEMENT 
 
The Board of Directors of the corporate trustee, IBM United Kingdom Pensions Trust Limited, is 
responsible for all aspects of the administration and management of the Plan. 
 
The Articles of Association of IBM United Kingdom Pensions Trust Limited set out the rules for the 
appointment and removal of Trustee Directors.  There will be a maximum of nine Trustee 
Directors, one third of whom must be Member Nominated Directors ("MNDs") nominated and 
selected by a process which involves all of the active and all retiree members of the Plan.  MNDs 
shall hold office for a period of three years from the date of their appointment. The sponsoring 
employer, IBM United Kingdom Holdings Limited, retains the authority to appoint and remove 
Non-Member Appointed Directors. 
 
The Board of Directors of the Corporate Trustee was Co-chaired by Robert Tickell and Evaristus 
Mainsah.  
 
From 6 January 2021, Legal & General Assurance Services Limited ("LGAS") were appointed as 
administrator of the DC sections of the Plan and from 1 June 2021, XPS Pensions Group were 
appointed administrator of the DB sections of the Plan. 
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PLAN MANAGEMENT (continued) 
 
Plan management activities 
 
The Trustee reviews the performance and manages the activities of the Plan through regular 
Trustee Management meetings.  There were four Trustee Management meetings held during the 
year. 
 
To ensure the effective management of its responsibilities, the Trustee has delegated certain 
responsibilities to the Trustee committees as noted below, and operational responsibility to IBM 
Pensions Trust.  IBM Pensions Trust is a department within, but independent from, IBM United 
Kingdom Limited and IBM United Kingdom Holdings Limited, whose sole objective is to provide 
secretarial, administrative and investment services to the Trustee of the Plan.  Ultimate 
responsibility for the delegated functions remains with the Trustee.  All Trustee committee 
meetings are minuted, with decisions being passed on a simple majority of voting. 
 
The Investment Committee, which is supported by independent investment advisers, has been 
appointed by the Trustee to direct the policies governing the investment of Plan assets and to 
supervise the execution of that policy for both the DB and DC sections of the Plan.  The Investment 
Committee met on four occasions during the year to review and monitor investment performance 
and to consider the investment strategy for the Plan.  
 
The Governance Committee is responsible for monitoring Plan risks, compliance with regulatory 
requirements, monitoring the effectiveness of IBM Pensions Trust, the oversight of the annual 
audit of this annual report and financial statements, and monitoring the effectiveness of the 
Trustee board.  There were five meetings of the Governance Committee during the year. 
 
The review and approval of benefits payable to the spouse or dependants of recently deceased 
Plan members is delegated to the Benefits Allocation Committee.  The Benefits Allocation 
Committee met on ten occasions during the year. 
 
The Disputes  Resolution Committee meets as required to review complaints made by Plan 
members, together with any other related matters referred to it by the Trustee Board, and to 
make recommendations in respect of these matters to a meeting of the full Trustee Board of the 
Plan.  The Disputes Resolution Committee met once during the year. 
 
In addition to the four Trustee Committees, sub-committees are established where a small 
number of Trustee Directors are tasked with a detailed investigation into one or more defined 
issues on behalf of the Trustee Board. 
 
Following Environmental, Social and Governance ("ESG") education in November 2020, the 
Trustee agreed to set up an ESG Sub-Committee at the end of 2020. This sub-committee will focus 
on the development of its ESG policies and climate-related disclosures.  
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PLAN MANAGEMENT (continued) 
 
Plan management activities (continued) 
 
The Trustee Directors holding office for the year ended 31 December 2020, and their membership 
of the delegated committees, and their attendance at meetings of the Trustee board and relevant 
committees, is summarised below. The full movement of Trustee Directors, including up to the 
date of approval of this Trustee's report, is set out on page 2. 
 

Trustee directors Trustee 
Board 

Meeting 
(TMM) 

Investment 
committee 

Meeting  
(ICM) 

Governance 
committee 

Meeting  
(GCM) 

Benefits 
allocation 
committee 

(BAC) 

Disputes 
resolution 
committee 

(DRC) 
Robert Tickell 4 of 4 4 of 4 - - 1 of 1 
Dr Evaristus Mainsah 4 of 4 4 of 4 - - - 
Frederick Klutey 4 of 4 4 of 4 - - - 
Mark Hobbert 4 of 4 4 of 4 - - 1 of 1 
Naomi Hill 3 of 4 - 5 of 5 - 1 of 1 
Stephen Kelly 2 of 2 - - - - 
Ian Shore 4 of 4 - - 10 of 10 - 
Robert Clark 3 of 3 - 3 of 3 4 of 4 - 
Gary Kildare 2 of 2 - 1 of 1 6 of 7 - 
Doug Moody 1 of 1 - 2 of 2 4 of 4 - 
The Law Debenture 
Pension Trust 
Corporation Plc 1 

4 of 4 4 of 4 5 of 5 10 of 10 - 

1 Represented by David Felder to 30th June and Andrew Harrison from 1st July (TMM, ICM) and Anna Eagles (GCM, BAC). 
 
Conflicts of interest 
The Trustee Directors recognise that they are in a position of trust and need to have policies and 
arrangements in place to identify, monitor, and manage conflicts.  The Trustee has implemented a 
formal Conflicts of Interest policy, and maintains a log of any potential or actual conflicts which are 
identified.  Trustee Directors are also required to declare any potential or actual conflicts at the start 
of each Trustee meeting. 
 
Risk and control 
The Trustee has overall responsibility for risk management and internal controls.  The Trustee is 
committed to identifying, evaluating, and managing risk, and to implementing and maintaining 
control procedures to reduce significant risks to an acceptable level.  A risk register, documenting 
the major risks faced by the Plan together with associated control mechanisms and 
mitigation/recovery plans, is reviewed annually by the Governance Committee. 
 
Trustee training 
The Trustee has a formal training policy which is based upon the Trustee Knowledge and 
Understanding (TKU) framework issued by the Pensions Regulator, and education requirements 
are reassessed annually. 
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PLAN MANAGEMENT (continued) 
 
Trustee training (continued) 
 
An induction programme is provided for new Trustee Directors on appointment.  The induction 
programme covers a significant amount of material and will usually take several months to 
complete. 
 
Training is provided in a range of formats by a variety of providers.  Trustee Directors are required 
to complete the Pensions Regulator’s Trustee Toolkit, and are encouraged to support this formal 
training by accessing other resources such as pensions related publications and industry 
conferences and seminars.  Records of all training undertaken are maintained in respect of each 
individual Trustee Director. 
 
In addition, a Trustee Effectiveness programme is followed as per the Pensions Regulator's 
requirements. In March 2020, a training session on Trustee Effectiveness took place in the form of 
education on Decision Making. This session was run by the Trustee's legal advisers Sacker & 
Partners LLP. The key findings of this session can be seen on pages 87 to 89 of the Annual Report 
and Financial Statements. 
 
A further Trustee Effectiveness exercise is planned for Q2 2021. 
 
FINANCIAL DEVELOPMENTS AND FINANCIAL STATEMENTS 
 
The financial statements included in this annual report are the financial statements required by 
the Pensions Act 1995.  They have been prepared and audited in compliance with regulations 
made under sections 41(1) and (6) of that Act. 
 
Guaranteed Minimum Pension ("GMP") Equalisation  
 
In October 2018, the High Court determined that benefits provided to members who had 
contracted out of their pension scheme must be recalculated to reflect the equalisation of state 
pension ages between May 1990 and April 1997 for both men and women. The Trustee is still 
reviewing, with their advisers, the implication of this ruling on the Plan and the equalisation of 
guaranteed minimum pensions between men and women; in the context of the rules of the Plan 
and the value of any liability. As soon as this review is finalised and any liability quantified, 
members will receive further communication and any impact on financial reporting will be 
considered by the Trustee. 
 
There has been a further High Court judgement, in November 2020, in relation to the equalisation 
of GMP benefits. This judgement focused on the GMP treatment of historic transfers out of 
members, an issue which had not been addressed in the 2018 ruling. Under the recent ruling, 
trustees are required to review historic transfers values paid from May 1990 to assess if any top 
up payment is required to the receiving scheme, to reflect the member’s right to equalised GMP 
benefits.  
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FINANCIAL DEVELOPMENTS AND FINANCIAL STATEMENTS (continued) 
 
The impact of this court case will be considered by the Trustee in due course and decisions will be 
made as to the next steps. It is not possible to estimate the cost of any rectification adjustments at 
this time. 
 
Impact of the COVID-19 Pandemic 
 
The scale and spread of Covid-19 (Coronavirus) Virus worldwide and the actions taken by the 
Governments affected, has caused disruption to almost all sectors and financial markets during 
the year. As a result, there was a dramatic downturn in global markets in March 2020 with some 
recovery throughout the rest of the year. The Trustee is continuing to monitor the situation and 
consider how best to respond to the emerging issues. 
 
As the impact of COVID-19 was felt across the UK, the Trustee and its Directors sought to reassure 
members, via a range of communications published on the IBM Pensions Trust website, that 
looking after their pension was their top priority.  The Trustee followed Government advice closely 
in handling the situation with their key priorities being to ensure that Plan members continue to 
receive their payments on time and to protect the health of the IBM Pensions Trust staff.   
 
In line with the Pensions Industry, 95% of the team were working from home, with a very small 
team in the office. Working practices were successfully amended to enable the majority of staff to 
work from home effectively for an extended period. Key vendors (including the Custodian and 
Investment Managers) all continued with business as usual services being provided; no issues 
were raised. 
 
The global COVID-19 pandemic has placed huge pressure on the administration of pension 
schemes. In line with the Pensions Regulator's guidance, IBM Pensions Trust have focused on 
ensuring that pensioners continue to be paid correctly, that bereavements continue to be handled 
sensitively, and that new retirements are handled effectively.  Although IBM Pensions Trust has 
maintained its service, it has been slower in some areas, which has had an impact on the Service 
Level Agreement. This has been mitigated by resources being redeployed from the non-service 
team to assist with high volume areas. 
 
The Trustee regards the impact of Covid-19 as being reflected in the financial statements as at 31 
December 2020 and no adjustments have therefore been made to the financial statements. 
 
During the year a review of the employer covenant was undertaken by Lincoln Pensions. No 
significant issues were identified. 
 
There have been no other significant developments which have affected the financial position of 
the Plan during the year.  
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MEMBERSHIP AND BENEFITS 
 
The change in membership during the year is as follows: 
 
 Defined 

Benefit 
Sections 

Defined 
Contribution 

Sections 

Total 

Active members    
At the start of the year - 4,793 4,793 
Members leaving (retiring & transfers out) - (127) (127) 
Members deferring - (373) (373) 
Deaths - (6) (6) 
At the end of the year - 4,287 4,287 
    

Pensioners    
At the start of the year 15,266 - 15,266 
Deferred members retiring 282 - 282 
Deaths (303) - (303) 
New spouse and dependant pensions 202 - 202 
Cessation of dependant pensions (116) - (116) 
At the end of the year 15,331 - 15,331 
    

Deferred members    
At the start of the year 4,388 13,083 17,471 
Active members deferring - 373 373 
Deferred members retiring (282) - (282) 
Transfers out (70) (473) (543) 
Deaths (10) (9) (19) 
At the end of the year 4,026 12,974 17,000 
    

Total at the end of the year 19,357 17,261 36,618 
 
Included within the above are: 
 

 839 (2019: 954) of the deferred DB members are also active members of the DC section 
 431 (2019: 447) of the deferred DB members are also deferred members of the DC section 
 Of the 15,331 pensioners, 2,734 are spouses and dependants (2019: 2,648 of 15,266) 
 97 (2019: 66) of the "cessation of dependant pensions" are due to dependant / spouse 

deaths 
 205 (2019: 244) of the active DC members (Enhanced or Hybrid members of the IBM 

Pension Plan DC Section) are also deferred members of the IBM I.T. Solutions Pension 
Scheme (I Plan) 

 399 (2019: 396) of the deferred DC members (Enhanced or Hybrid members of the IBM 
Pension Plan DC section) are also deferred members of the IBM I.T. Solutions Pension 
Scheme (I Plan) 

 8,806 (2019: nil) of the pensioners are covered by the annuity insurance policy. 
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MEMBERSHIP AND BENEFITS (continued) 
 
Pension increases 
Pensions in payment are increased annually in accordance with the Plan rules or statutory 
requirements.  No discretionary increases were awarded in 2020 (2019: nil). The increases applied 
at April 2020 were as set out below: 
 

Section and service period: Basis of increase 
% increase 
2020 / 2019 

  
Pre 1997 non GMP * 50% of the 12 months RPI to January, capped at 5.0% 1.4 / 1.3 
Post April 1997 and pre-April 2005 12 months CPI to September, capped at 5% 1.7 / 2.4 
Post April 2005 12 months CPI to September, capped at 2.5% 1.7 / 2.4 
Post 88 GMP 12 months CPI to September, capped at 3% 1.7 / 2.4 

12 months RPI to September, capped at 5% 2.4 / 3.3   

Pre August 2005 12 months RPI to December, capped at 5% 2.2 / 2.7 
Post August 2005 12 months RPI to December, capped at 2.5% 2.2 / 2.5 
   

 
Transfer payments 
Members leaving IBM with over three months’ pensionable service have the right to transfer 
pension benefits accrued to the date of leaving to either a new occupational pension scheme or an 
approved scheme operated by an independent pension provider. 
 
With effect from April 2015, members who have left service or who have withdrawn from the Plan 
have the statutory right to transfer their DB benefits separately from their DC benefits (providing 
they are not within 12 months of their normal retirement age). 
 
Transfer payments paid during the year were calculated in accordance with the regulations under 
the Pension Schemes Act 1993 and the Pensions Act 1995 as appropriate and no discretionary 
payments were included in any of the transfers made. 
 
Effective December 2006, the Trustee decided to allow members to separately transfer out their 
Additional Voluntary Contributions /Additional Smart* Contributions fund benefits, as stated in 
Note 4 to the financial statements. 
 
Life Assurance Benefits 
Life assurance benefits are fully insured with Legal & General Assurance Society Limited ("Legal & 
General") and Zurich Assurance Limited ("Zurich"). The premiums are borne by the Company and 
any payments due are administered by the trustees of the IBM Group Life Assurance Plan. Each 
member’s benefits are covered, in equal part, by both Legal & General and Zurich.   
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REPORT ON ACTUARIAL LIABILITIES 
 
As required by Financial Reporting Standard 102, “The Financial Reporting Standard applicable in 
the United Kingdom and the Republic of Ireland”, ("FRS 102"), these financial statements do not 
include liabilities in respect of accrued retirement benefits. 
 
Under section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding 
Objective, which is to have sufficient and appropriate assets to cover the present value of benefits 
to which members are entitled based on pensionable service at the valuation date (known as the 
technical provisions).  The technical provisions are assessed at least every three years as part of 
the Actuarial Valuation, using assumptions agreed between the Trustee and the Sponsoring 
Employer which are set out in the Statement of Funding Principles document, a copy of which is 
available from IBM Pensions Trust on request. 
 
Actuarial valuation 
The most recent Actuarial Valuation of the Plan was carried out as at 31 December 2018.  The 
table below sets out the Plan’s liabilities/technical provisions and the market value of the Plan’s 
assets for the current and prior Actuarial Valuations: 
 

Actuarial valuation as at 31 December: 2018 
£m 

2015 
£m 

Value of technical provisions 7,024 6,851 
Value of assets available to meet technical provisions 7,671 6,649 
Past service surplus / (deficit) 647 (202) 
Funding level (assets as a percentage of technical provisions) 109% 97% 

 
The value of technical provisions is based on pensionable service to the valuation date and 
assumptions about various factors that will influence the Plan in the future, such as the levels of 
investment returns and salary increases, when members will retire, and how long members will 
live. 
 
Statutory estimate of solvency 
The estimate of the solvency of the Plan as at 31 December 2018 is set out below.  This estimate 
has been prepared on the basis that no further payments are received from the Company, and an 
estimate of the proportion of the accrued benefits that could have been secured by buying 
insurance policies with the assets held by the Plan at the valuation date. 
 
Statutory estimate of solvency as at 31 December: 2018 

£m 
2015 

£m 
Estimated cost of buying insurance policies to cover liabilities 7,674 7,986 
Market value of assets (excluding AVCs) 7,671 6,649 
Solvency (deficit) (3) (1,337) 
Solvency level (assets as a percentage of liabilities) 100% 83% 
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REPORT ON ACTUARIAL LIABILITIES (continued) 
 
Actuarial report 
In the years when an Actuarial Valuation is not conducted, the Trustee is required under Part 3 of 
the Pensions Act 2004 to obtain an “actuarial report”. The main purpose of the actuarial report is 
to provide an approximate update of the development in the financial position of the Plan relative 
to its statutory funding objective since the last actuarial valuation and any subsequent actuarial 
reports. 
 
The results of the actuarial report of the Plan as at 31 December 2019, are set out below: 
 
Actuarial report as at 31 December: 2019 

£m 
 

Value of technical provisions 7,173  
Market value of assets (excluding AVCs) 8,146  
Past service surplus 973  
Funding level (assets as a percentage of technical provisions) 114%  

 
Next actuarial valuation 
The next triennial valuation is due to be prepared no later than as at 31 December 2021. 
 
Actuarial method and significant actuarial assumptions 
The actuarial method used in the calculation of the technical provisions is the Projected Unit 
Method.  The significant actuarial assumptions used in the calculations are as follows: 

 
 Long term Discount rates are set at 0.60% per annum margin over the Willis Towers 

Watson gilt yield curve and are assumed to apply immediately over the period from the 
valuation date to 31 December 2019.  

 Retail Price Inflation has been assessed as being equal to the Willis Towers Watson gilt 
break even inflation curve. 

 Future Consumer Price Inflation has been assessed as an adjustment to the assumed level 
of future Retail Price Inflation taking into account the expected differences in the two 
measures of inflation due to structural differences in the calculation of the two indices and 
the different constituent parts. 

 Pension increases are applied to each different element of pensions in excess of GMP 
according to the provisions in the Plan’s rules. 

 Salary increases, including any remuneration that a member consents to, being a non-
pensionable supplement under the Plan Rules, will increase at a rate of 0.75% per annum 
higher than assumed Retail Price Inflation. 

 Mortality assumptions for the period in retirement are based on the standard tables “S2 
Light for males” with a scaling factor of 105% for male active members and male 
dependants; “S2 for females” with a scaling factor of 90% for female active members and 
95% for female dependants.  Allowance is then made for improvements in longevity from 
the valuation date onwards in line with the CMI 2018 Core Projection with a long term 
annual rate of improvement of 1.5% per annum for both males and females and 0.25% 
initial addition to improvements. 
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REPORT ON ACTUARIAL LIABILITIES (continued) 
 
CONTINUATION OF THE PLAN 
 
The Company has the right to discontinue its contributions at any time and to terminate the Plan 
subject to the provisions set forth in the Trust Deed and Rules and the Pensions Act 1995. The 
Company has not expressed any intent so to do. 
 
Whether or not all Plan members receive their benefits in full should the Plan be wound up at 
some future date will depend on the sufficiency at that time of the Plan’s net assets to provide for 
the accrued benefits.  If the Plan goes into wind up a debt will fall due from the Participating 
Employers of the full buy out cost of benefits for all members of the Plan. The extent to which 
such debt can be paid will depend on the Participating Employers' assets at that time and the 
terms of any guarantee. 
 
A level of further protection was introduced with effect from April 2005 by the establishment of 
the Pension Protection Fund (“PPF”). The PPF was set up to provide compensation to members of 
eligible defined benefit plans, when there is a “qualifying insolvency event” in relation to the 
employer, and where there are insufficient assets in the pension plan to cover the level of 
compensation due to members as set out by the PPF regulations. 
 
The provisions relating to both eligibility and payment of benefits are complex but in summary 
members who have already reached normal pension age or who have retired on ill-health grounds 
at the date that a plan is accepted by the PPF will receive compensation of 100% of their 
entitlement. Members who have not reached normal pension age will receive compensation of 
90% of their entitlement, subject to an annual cap, which, as at 1 April 2020, equates to 
£41,461.07 at age 65 (£37,314.96 after the 90% has been applied). Dependants’ pensions 
generally will be payable at 50% of the members’ pension. The compensation cap is reduced for 
early retirement. 
 
From 6 April 2017, the PPF Long Service Cap came into effect for members who have 21 or more 
years service in the Plan. For these members the cap is increased by 3% for each full year of 
pensionable service above 20 years, up to a maximum of double the cap. 
 
In 2018, the European Court of Justice ruled that individual members should receive at least 50% 
of the value of their accrued old age pension if the employer responsible for funding the plan they 
have paid into fails.
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INVESTMENT MANAGEMENT 
 
The Trustee is responsible for setting the investment strategy and monitoring the performance of 
the DB sections of the Plan, and is responsible for ensuring that there is a suitable range of 
investment options, including default arrangements, for members of the DC sections of the Plan and 
for members seeking to make Additional Voluntary Contributions.  
 
The Trustee has prepared, in accordance with section 35 of the Pensions Act 1995, a Statement of 
Investment Principles (the “SIP”) which explains the Trustee’s policy regarding the types of 
investments to be held, expected return on investments, its approach to Environmental, Social and 
Governance ("ESG") and related matters.  In preparing the SIP the Trustee has obtained appropriate 
investment advice and has consulted the Company.  A copy of the SIP is included on pages 90 to 
109, and is available upon request from IBM Pensions Trust or on the IBM Pensions website 
www.smartpensionsuk.co.uk 
 
Within the SIP, the Trustee has set out the following long-term investment objectives in relation 
to the DB Sections: 

 The acquisition of suitable assets of appropriate liquidity that will generate 
income and capital growth to meet, together with any new contributions 
from the Company, the cost of current benefits that the Plan provides. 

 To limit the risk of the assets failing to meet the liabilities, both over 
the long term and on a shorter-term basis. 

 
The Trustee’s principal mission is to help DC Section members to maximise their retirement 
outcomes with an appropriate level of investment risk, by providing an appropriate investment 
framework which represents value for members and which is in line with recognised market 
“good practice”, taking into account guidance from the Pensions Regulator and other appropriate 
industry and regulatory bodies. 
 
The Trustee has the following investment objectives related to the DC Sections: 

 To offer suitable default investment strategies that are appropriate for 
the profile of defaulting members based on their expected risk tolerances 
and retirement objectives. 

 To offer a range of self-select investment options which are appropriate 
for the profile of most members. 

 
The Trustee believes that ESG factors, including climate change, can impact the performance of 
the Plan’s investments, both DB and DC (including the DC default investment strategies), over 
the medium to long-term. The Trustee has delegated responsibility for the selection, retention, 
and realisation of investments to its investment managers and accordingly, the Trustee seeks to 
manage the risks and opportunities associated with these ESG factors by selecting industry 
leaders in investment management who are committed to the Principles for Responsible 
Investment (as they apply to the sector in which the manager invests or the strategy pursued by 
the manager) and against criteria which include ESG considerations. 
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INVESTMENT MANAGEMENT (continued) 

The Trustee’s policy is to delegate responsibility for the exercising of rights (including voting rights) 
attaching to the Plan’s DB and DC investments to the investment managers. Managers are 
encouraged to exercise these rights. 
The Trustee supports the aims of the UK Stewardship Code, and its investment managers are invited 
to operate in accordance with the guidelines laid out in the Stewardship Code which covers matters 
of both voting and engagement. The investment managers are encouraged to report their 
adherence to The Stewardship Code using the “comply” or “explain” principle where appropriate. 
 

The Trustee requires its investment managers to report on corporate governance, and particularly 
on their voting and engagement records. In general, investment managers are likely to choose to 
support and vote with incumbent company management, and therefore exception reporting is 
expected. Significant shareholder action other than voting should also be reported. The Trustee’s 
Governance Committee periodically reviews these reports from investment managers to ensure 
that the agreed policies are being met. 
 
Trustees must include an Implementation Statement in annual reports produced from 1 October 
2020 to evaluate actions taken over the Plan year to implement the policies outlined in the SIP. As 
a minimum, the implementation statement must include:  
 

 How, and the extent to which, in the opinion of the Trustees, the SIP has been followed 
during the Plan year 

 A description of any review of the SIP undertaken during the Plan year including any review 
of how the SIP has been met, with an explanation of any changes made to the SIP during the 
Plan year and the reason for the change (or last review date if no review was undertaken 
during the year) 

 
By 1 October 2021, there are further requirements for implementation statements. The 
implementation statement must be published on a publicly accessible website and must also include 
a description of the voting behaviour by or on behalf of the trustees (including the most significant 
votes cast by the trustees or on their behalf) during the Plan year and the use of any proxy services 
to vote over that year. 
 
The Trustee's first Implementation Statement for the Plan year ended 31 December 2020 is included 
in the 2020 Annual Report and Financial Statements. The Trustee will also be required to signpost 
to members via their annual benefit statements where the implementation statement can be found. 
 
The Trustee has delegated management of the investments to professional investment managers 
which are listed on pages 3 and 4.  These managers, which are regulated by the Financial Conduct 
Authority in the United Kingdom (or the Trustee is satisfied that they have the appropriate skills 
and experience if outside of the UK), manage the investments within the restrictions set out in 
investment management agreements which are designed to ensure that the objectives and 
policies set out in the SIP are followed. 
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INVESTMENT MANAGEMENT (continued) 
 
The Trustee has less information over the underlying investments within pooled investment 
vehicles held by the Plan but reviews the managers’ policies and statements of compliance in 
respect of these matters.  
 
The Trustee has appointed The Northern Trust Company to keep custody of the Plan’s 
investments, other than: 
 

 Pooled investment vehicles where the manager makes its own arrangements for custody of 
the underlying investments; and 

 Direct property where the title deeds are held by the Plan’s property legal advisers. 
 AVCs and other investments which are in the form of insurance policies where the master 

policy documents are held by the Trustee. 
 
INVESTMENT STRATEGY 
 
DB sections investment strategy 

The Plan's assets are invested in line with the Trustee's long-term strategy. 
 
Following significant re-disking during the year, this strategy now includes a bulk annuity insurance 
policy with Rothesay Life Plc that was purchased in December 2020 for £3,253.3m, funded from 
£2,876m of gilts and £377.3m cash. The policy covers 8,806 members. 
 
The Plan's assets are: 

 91.9% invested in Matching assets, which are investments that move broadly in line with 
the long-term liabilities of the Plan.  These are referred to as Liability Driven Investments 
("LDI") and comprise the Rothesay Life bulk annuity insurance policy together with UK, 
overseas government and corporate bonds, which help mitigate the impact of interest rate 
and inflation rate movements on the long-term liabilities. The Plan also uses interest rate 
and inflation swaps to hedge changes in the Plan's liabilities.  

 8.1% invested in Growth assets, which are return seeking investments primarily comprising 
property and private equity investments. There is also a small residual exposure to 
reinsurance where the remaining funds are gradually released. 

  Approximately 7% of the Plan assets has an unhedged currency exposure.  The Trustee has 
put in place a currency hedging strategy using currency forwards to seek to mitigate 
currency exposure. 

 
The investment strategy is broadly diversified and is now invested primarily in domestic and 
overseas bonds (including some limited emerging market debt), index linked gilts, domestic 
property, private equity and the annuity insurance policy. In addition, to help minimise 
fluctuations (or volatility) in the value of the investments and the Plan’s funding level, the Trustee 
uses derivatives to hedge a proportion of its currency risk (an asset price risk) and interest rate and 
inflation rate risks (which are liability risks), which the Trustees regard as unrewarded “funding” 
risks. 
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INVESTMENT STRATEGY (continued) 
 
DB sections investment strategy (continued) 
 
The Trustee has considered the nature, disposition, marketability, security and valuation of the 
Plan’s investments and consider them to be appropriate relative to the reasons for holding each 
class of investments.  More details about investments are given in the notes to the financial 
statements. 
 
The investment policy weighting of the Plan’s DB investments at 31 December 2020, together with 
the Plan’s actual asset allocations is shown below: 
Asset class  2020 2020 2019 
  Actual Policy Actual 
Growth assets  8.1% 5.2% 23.4% 

Listed equities  - - 3.4% 
Private equity and property  7.4% 5.2% 7.9% 
Alternative investments  0.7% 0.0% 12.1% 

Matching assets  91.9% 94.8% 76.6% 
Global bonds  6.3% 6.5% 19.1% 
Global credit  6.2% 5.9% 6.1% 
Long-term Core Credit  15.6% 15.0% - 
Liability matching assets  23.4% 27.2% 49.2% 
Other  2.3% 2.0% 2.2% 
Rothesay Life Bulk Annuity  38.1% 38.2% - 

 
Growth assets (+2.9%) have a higher allocation due to the time required to unwind illiquid 
investments whilst matching assets (-2.9%) are correspondingly lower.  
 
A new SIP is currently being prepared to reflect the further de-risking which has occurred and will 
be signed later this year. 
 

INVESTMENT PERFORMANCE 
 
The Trustee regularly reviews the performance of the Plan's investments, which are grouped into 
three core segments consistent with the overall strategy.  
 

 DB - Growth assets (defined above) are assessed by reference to benchmarks and 
performance targets set and agreed with each manager. 

 DB - Matching assets (defined above) are compared with benchmarks, although the 
Trustee’s main concern being security of cash flows and therefore growth in these assets 
(which is normally linked to growth in the Plan’s liabilities, or vice versa) is of less 
relevance. 

 DC sections assets are assessed by reference to performance against benchmarks.  
Members can access performance information from the Investments section of L&Gs 
website. 
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INVESTMENT PERFORMANCE (continued) 
 
DB sections investment performance 
 
The Plan delivered a return of 9.5% (2019: 10.6%) net of fees in 2020 which was -0.4% below the 
Plan’s benchmark return due to the relative performance of the return seeking assets.  
 
Details of the Plan’s annualised performance over one year, three years, and five years to 31 
December 2020 are summarised in the table below.  These are then compared to the Plan’s policy 
benchmark, which is a composite of the benchmark returns for the Plan’s underlying investment 
securities. 
 
Annualised return over:  1 year 3 years 5 years 
Plan return excluding AVCs (net of fees)*  9.5% 6.7% 9.5% 
Policy benchmark return   9.9% 7.2% 9.7% 

*The Rothesay Life bulk annuity insurance policy which was purchased in December 2020 is excluded from 
these returns. 
 
The return on the net investments of the Plan for the year ended 31 December 2020 is set out 
below.  In the below analysis the Pooled Investment Vehicle investments have been allocated in 
line with their underlying asset class (note 12 to the financial statements) as opposed to being 
shown as a single investment type.  This analysis is in line with the approach adopted by the 
Trustee in their review of asset performance. 
 
Asset class   Value Return 
   £m  
Total net investments of the Plan   8,703.8 9.5% 

Growth assets   698.8 3.5% 
Listed equities   - - 
Private equity and property   634.6 4.0% 
Alternative investments   64.2 -3.1% 

Matching assets   7,928.5 12.5% 
Global bonds   540.5 3.5% 
Global credit   532.4 8.0% 
Long-term core credit   1,343.7 10.9% 
Liability matching assets*   5,311.7 16.1% 
Other   200.2 -1.0% 

AVC/ASC investments **   76.5 ** 
* included in the liability matching assets is the Rothesay Life bulk insurance annuity which was purchased 
in December 2020. Its value will fluctuate in line with the value of the remaining liabilities payable under 
the policy. The performance return shown above is calculated based on the other assets. 
** the additional voluntary contributions made by members of the DB sections of the Plan are invested in 
the same suite of investment options available to members of the DC sections of the Plan.  Accordingly, 
information about the investment options and investment performance is included within the DC sections 
investment performance analysis on pages 21. 
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INVESTMENT PERFORMANCE (continued) 
 
DC sections investment performance 
 
The DC sections of the Plan provides members with three "lifestyle" options which target 
purchasing an annuity, generating a lump sum or transferring to a drawdown arrangement on 
retirement, and twenty-one "self-select" investment options across equities, fixed income, and 
multi asset strategies. 
 
These assets, which are managed by Legal & General Investment Management Limited on behalf 
of the Trustee, were valued at £2,671.4m (2019: £2,574.5m), including £69.2m (2019: £67.4m) 
related to the DB additional voluntary contributions, as at 31 December 2020.  The performance of 
these funds and their benchmarks are set out in the following table: 
 
Annualised return 2020 3 Years 
 Fund B’mark Fund B’mark 
Equities     
Global Equity 60:40 Index Fund -1.1% -1.1% 3.1% 3.0% 
Global Equity 70:30 Index Fund -2.9% -3.1% 2.5% 2.5% 
Global Real Estate Equity – GBP Hedged Fund  -12.1% -11.9% 0.7% 0.8% 
Ethical UK Equity Index Fund -11.3% -11.3% -0.6% -0.5% 
Ethical Global Equity Index Fund  10.5% 10.7% 9.5% 9.6% 
UK Equity Index Fund -9.8% -9.8% -0.9% -0.9% 
World Emerging Markets Equity Index Fund 11.3% 11.7% 5.7% 6.0% 
Infrastructure Equity MFG – GBP Hedged Fund  -5.7% -5.3% 5.2% 5.5% 
All World Equity Fund  12.3% 12.4% 8.8% 8.9% 
World ex UK Developed Equity Index Fund 14.4% 14.3% 10.5% 10.5% 
     
Fixed Income     
Over 15 Year Gilts Index Fund 13.8% 13.9% 8.5% 8.6% 
Annuity Protection Index Fund 13.0% 13.0% 6.9% 6.9% 
Pre-Retirement Fund 11.1% 11.1% 7.0% 7.0% 
Pre-Retirement Inflation Linked Fund 11.2% 11.2% 6.5% 6.5% 
Investment Grade Corporate Bond - All Stocks Index Fund 7.7% 7.8% 5.1% 5.1% 
Emerging Market Debt Fund  2.0% 1.8% 2.9% 3.1% 
All Stocks Index-Linked Gilts Fund 11.0% 11.0% 5.6% 5.6% 
Money Fund (was Cash Fund) 0.3% 0.1% 0.6% 0.4% 
     
Multi Asset Strategies     
Growth Plus Fund (former Consensus) 7.1% 7.0% 6.6% 6.7% 
Growth Fund  6.6% 6.5% 5.7% 5.8% 
Growth Plus Fund 7.1% 7.0% 6.6% 6.7% 
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INVESTMENT PERFORMANCE (continued) 
 
DC sections investment performance (continued) 
 
Previously members were able to invest in the Equitable Life Assurance Society’s ("ELAS") With-
Profits funds, and the Aviva Life & Pensions UK Limited's With-Profits Fund. Following the closure of 
the ELAS With-Profits Fund, members’ assets were transferred to the Utmost Life & Pensions 
Limited Secure Cash Fund on 1 January 2020. In May 2020, and following advice from Mercer 
Limited, the Trustee consolidated these assets into the Plan’s existing arrangements with LGIM to 
benefit from improved governance and lower costs. 
 
 
Further information is included in note 16 to the financial statements. 
 
The Trustee carefully monitored (and continue to monitor) Covid-19 developments.  This included 
ensuring Custodian and Investment Managers have contingency arrangements in place to provide 
ongoing services.  
 
 
The Trustee has also updated the SmartPensionsUK website to provide some reassurance to DC 
members, whilst encouraging them to seek independent financial advice before making any 
investment decisions based on Covid-19 developments. 
 

EMPLOYER-RELATED INVESTMENTS 
Details of employer-related investments are given in note 22 to the financial statements. 
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STATEMENT OF TRUSTEE'S RESPONSIBILITIES 
 
The Trustee's responsibilities in respect of the financial statements 
 
The financial statements, which are prepared in accordance with United Kingdom Generally 
Accepted Accounting Practice, including the Financial Reporting Standard applicable in the UK and 
Republic of Ireland (“FRS 102”), are the responsibility of the Trustee. Pension scheme regulations 
require, and the Trustee is responsible for ensuring, that those financial statements: 

 show a true and fair view of the financial transactions of the Plan during the Plan year and of 
the amount and disposition at the end of the Plan year of its assets and liabilities, other than 
liabilities to pay pensions and benefits after the end of the Plan year; and 

 contain the information specified in Regulation 3A of the Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 
1996, including making a statement whether the financial statements have been prepared in 
accordance with the relevant financial reporting framework applicable to occupational pension 
schemes. 

 
In discharging these responsibilities, the Trustee is responsible for selecting suitable accounting 
policies, to be applied consistently, making any estimates and judgements on a prudent and 
reasonable basis, and for ensuring that the financial statements are prepared on a going concern 
basis unless it is inappropriate to presume that the Plan will continue as a going concern. 
 
The Trustee is also responsible for making available certain other information about the Plan in 
the form of an annual report. 
 
The Trustee has a general responsibility for ensuring that accounting records are kept and for 
taking such steps as are reasonably open to it to safeguard the assets of the Plan and to prevent 
and detect fraud and other irregularities, including the maintenance of an appropriate system of 
internal control. 
 
The Trustee is also responsible for the maintenance and integrity of the 
www.smartpensionsuk.co.uk website. Legislation in the United Kingdom governing the 
preparation and dissemination of financial statements may differ from legislation in other 
jurisdictions. 
 
The Trustee's responsibilities in respect of contributions 
 
The Trustee is responsible under pensions legislation for preparing, and from time to time reviewing 
and if necessary revising, a schedule of contributions showing the rates of contributions payable to 
the Plan by or on behalf of employers and the active members of the Plan and the dates on or before 
which such contributions are to be paid. 
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STATEMENT OF TRUSTEE’S RESPONSIBILITIES (continued) 
 
The Trustee’s responsibilities in respect of contributions (continued) 
 
The Trustee is also responsible for keeping records in respect of contributions received in respect of 
any active member of the Plan and for adopting risk-based processes to monitor whether 
contributions that fall due to be paid are paid into the Plan in accordance with the schedule of 
contributions. 
Where breaches of the schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 
to consider making reports to the Pensions Regulator and to members. 

 
DATA PROTECTION 
IBM United Kingdom Pensions Trust Limited and companies processing data on its behalf will, 
from time to time, hold and use such personal information about members as is reasonably 
necessary in connection with the administration of the Plan.  
 
The General Data Protection Regulation (“GDPR”) took effect across the EU from 25 May 2018.  
The Trustee complies with all applicable data privacy laws and is fully committed to protecting the 
personal data of its members. 
 
FURTHER INFORMATION 
 
Requests for additional information about the Plan generally, or queries relating to members’ own 
benefits, should be made to the contact listed on page 1. 
 
APPROVAL 
The Trustee's Report on pages 5 to 24 was approved by the Board of Directors of the Trustee 
Company and signed on its behalf by: 
 
 
 
 
Robert Tickell 
Co-Chair 
 
Date: 
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REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 
 
Opinion 
In our opinion,  IBM Pension Plan’s financial statements: 

 show a true and fair view of the financial transactions of the plan during the year ended 31 
December 2020, and of the amount and disposition at that date of its assets and liabilities, 
other than liabilities to pay pensions and benefits after the end of the year; 

 have been properly prepared in accordance with United Kingdom Generally Accepted 
Accounting Practice (United Kingdom Accounting Standards comprising FRS 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law); and 

 contain the information specified in Regulation 3A of the Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 
1996. 

We have audited the financial statements, included in the Annual Report and Financial 
Statements, which comprise: the Statement of Net Assets Available for Benefits as at 31 December 
2020; the Fund Account for the year then ended; and the notes to the financial statements, which 
include a description of the significant accounting policies.  
Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) 
and applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ 
responsibilities for the audit of the financial statements section of our report. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Independence 

We remained independent of the plan in accordance with the ethical requirements that are relevant 
to our audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we 
have fulfilled our other ethical responsibilities in accordance with these requirements. 

Conclusions relating to going concern 
 
Based on the work we have performed, we have not identified any material uncertainties relating 
to events or conditions that, individually or collectively, may cast significant doubt on the plan's 
ability to continue as a going concern for a period of at least twelve months from when the financial 
statements are authorised for issue. 

In auditing the financial statements, we have concluded that the trustee's use of the going concern 
basis of accounting in the preparation of the financial statements is appropriate. 

However, because not all future events or conditions can be predicted, this conclusion is not a 
guarantee as to the plan’s ability to continue as a going concern.  

Our responsibilities and the responsibilities of the trustee with respect to going concern are 
described in the relevant sections of this report. 
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Reporting on other information 
 
The other information comprises all the information in the Annual Report and Financial Statements 
other than the financial statements, our auditors’ report thereon and our auditors’ statement about 
contributions. The trustee is responsible for the other information. Our opinion on the financial 
statements does not cover the other information and, accordingly, we do not express an audit 
opinion or any form of assurance thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with 
the financial statements or our knowledge obtained in the audit, or otherwise appears to be 
materially misstated. If we identify an apparent material inconsistency or material misstatement, 
we are required to perform procedures to conclude whether there is a material misstatement of 
the financial statements or a material misstatement of the other information. If, based on the work 
we have performed, we conclude that there is a material misstatement of this other information, 
we are required to report that fact. We have nothing to report based on these responsibilities.  

 
Responsibilities for the financial statements and the audit 
 
Responsibilities of the trustee for the financial statements 
 
As explained more fully in the statement of trustee's responsibilities, the trustee is responsible for 
ensuring that the financial statements are prepared in accordance with the applicable framework 
and for being satisfied that they show a true and fair view. The trustee is also responsible for such 
internal control as it determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 

In the preparation of the financial statements, the trustee is responsible for assessing the plan’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern 
and using the going concern basis of accounting unless the trustee either intends to wind up the 
plan, or has no realistic alternative but to do so. 

 

Auditors' responsibilities for the audit of the financial statements 

 
Our objectives are to obtain reasonable assurance about whether the financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the 
economic decisions of users taken on the basis of these financial statements.  

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design 
procedures in line with our responsibilities, outlined above, to detect material misstatements in 
respect of irregularities, including fraud. The extent to which our procedures are capable of 
detecting irregularities, including fraud, is detailed below. 
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The notes on pages 30 to 57 form part of these financial statements.

Year ended 31 December Note 2020 2019 
  DB DC Total DB DC Total 
  £m £m £m £m £m £m 
Contributions and other income       
Employee contributions 4 - 1.4 1.4 - 1.5 1.5 
Employer contributions 4 - 71.7 71.7 - 74.2 74.2 
Transfers in   - 1.3 1.3 - 2.9 2.9 
  - 74.4 74.4 - 78.6 78.6 
        
Benefits and other payments        
Benefits paid or payable 5 (301.4) (30.8) (332.2) (297.7) (29.8) (327.5) 
Transfers out 6 (37.7) (92.3) (130.0) (49.3) (77.3) (126.6) 
Administrative expenses 7 (6.2) - (6.2) (5.2) - (5.2) 
  (345.3) (123.1) (468.4) (352.2) (107.1) (459.3) 
        
Net withdrawals from 
dealings with members 

 (345.3) (48.7) (394.0) (352.2) (28.5) (380.7) 

        
Net returns on investments        
Investment income 8 152.7 - 152.7 134.3 - 134.3 
Change in market value of 
investments 9 666.9 144.2 811.1 700.3 385.4 1,085.7 

Investment management 
expenses 10 (8.2) - (8.2) (8.4) - (8.4) 

Taxation 11 (0.1) - (0.1) (0.5) - (0.5) 

  811.3 144.2 955.5 825.7 385.4 1,211.1 
        
Net increase in the fund  466.0 95.5 561.5 473.5 356.9 830.4 
        
Net assets at 1 January  8,228.0 2,507.5 10,735.5 7,751.4 2,153.7 9,905.1 

Transfers between sections 24 0.2 (0.2) - 3.1 (3.1) - 
Net assets at 31 December  8,694.2 2,602.8 11,297.0 8,228.0 2,507.5 10,735.5 
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At 31 December Note 2020   2019  
  DB DC Total DB DC Total 
  £m £m £m £m £m £m 
Investment assets
Equities  - - - 229.7 - 229.7 
Bonds  3,595.1 - 3,595.1 3,788.5 - 3,788.5 
Pooled investment vehicles 12 1,154.6 2,169.2 3,323.8 2,921.5 2,085.2 5,006.7
Property 13 215.8 - 215.8 247.5 - 247.5 
Derivatives 14 102.8 - 102.8 548.0 - 548.0 
Insurance policies 15 3,289.0 - 3,289.0 - - - 
AVC / ASC investments 16 76.5 433.7 510.2 82.4 422.5 504.9 
Cash 17 281.7 - 281.7 443.3 - 443.3 
Other investment balances 17 42.2 - 42.2 16.0 - 16.0 

8,757.7 2,602.9 11,360.6 8,276.9 2,507.7 10,784.6

Investment liabilities      
Derivatives 14 (50.3) - (50.3) (34.9) - (34.9) 
Other investment balances 17 (3.6) - (3.6) (3.5) - (3.5)
  (53.9) - (53.9) (38.4) - (38.4) 
      
Total net investments 8,703.8 2,602.9 11,306.7 8,238.5 2,507.7 10,746.2
      
Current liabilities 23 (9.6) (0.1) (9.7) (10.5) (0.2) (10.7) 

Net assets available for 
benefits as at 31 December 

 8,694.2 2,602.8 11,297.0 8,228.0 2,507.5 10,735.5 

 
The financial statements summarise the transactions and net assets of the Plan.  Liabilities to pay 
pensions and other benefits which are expected to become payable after the end of the Plan year 
are not dealt with in the financial statements.  The actuarial position of the DB sections of the 
Plan, which does take account of such liabilities, is dealt within the Report on actuarial liabilities on 
pages 13 to 15 of the Annual Report and these financial statements should be read in conjunction 
with them. 
 
These financial statements on pages 28 to 57 were approved by the Board of Directors of the 
Trustee Company and were signed on its behalf by: 
    
 
 
Robert Tickell 
Co-Chair 
 
Date: 
 
 
 

The notes on pages 30 to 57 form part of these financial statements. 
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1. General information 
The IBM Pension Plan (the “Plan”) is an occupational pension scheme established in the 
United Kingdom as a trust under English law.  The Plan was established to provide 
retirement benefits to certain groups of employees within IBM United Kingdom Limited, IBM 
United Kingdom Financial Services Limited and IBM Limited Partnership (to 8 February 
2019). The address of the Plan’s office is PO Box 41, North Harbour, Portsmouth, PO6 3AU. 
 
The Plan has defined benefit (“DB”) sections which were closed to future accrual with effect 
from 6 April 2011, and defined contribution (“DC”) sections which were closed to new 
entrants with effect from 6 April 2011 but remains open to future contributions from 
existing members of the DC sections and those DB members who elected to join the DC 
section following the closure of the DB sections to future accrual.   
 
The Plan is a registered pension scheme under the Chapter 2, Part 4 of the Finance Act 2004.  
This means that contributions by employers and employees are normally eligible for tax 
relief, income and capital gains earned by the Plan receive preferential tax treatment. 
To the Trustee's knowledge there is no reason why this registration should be prejudiced or 
withdrawn. 

 
2. Basis of preparation of the financial statements 

The individual financial statements of IBM Pension Plan have been prepared in accordance 
with the Occupational Pension Schemes (Requirement to obtain Audited Accounts and a 
Statement from the Auditor) Regulations 1996, Financial Reporting Standard (FRS) 102 – The 
Financial Reporting Standard applicable in the UK and Republic of Ireland issued by the 
Financial Reporting Council (“FRS 102”) and the guidance set out in the Statement of 
Recommended Practice “Financial Reports of Pension Schemes” (revised June 2018) ("the 

 SORP”).  
 

 
3. Summary of significant accounting policies 

The principal accounting policies adopted in the preparation of these financial statements 
are set out below.  The policies have been applied consistently to all years presented unless 
otherwise stated.   
 
Currency 
The Plan’s functional currency and presentation currency is pounds sterling (GBP). 
 
Assets and liabilities in foreign currencies are expressed in sterling at the exchange rates 
ruling at the year end.  Foreign currency transactions are translated into sterling at the spot 
exchange rate at the date of the transaction.  Gains and losses arising on conversion or 
translation are dealt with as part of the change in market value of investments. 
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3. Summary of significant accounting policies (continued) 
 

Contributions 
In the defined contributions sections, normal employer contributions, and those paid by 
employees via salary sacrifice (known as “Smart*” contributions), are accounted for in the 
month in which they are deducted from payroll.  Additional Voluntary Contributions (“AVC”) 
and Additional Smart* Contributions (“ASC”) paid by members are accounted for in the 
month in which they are deducted from payroll. 
 
In the defined benefit sections, normal contributions to cover the cost of ill-health and 
death-in-service pension benefits for active members of the DC sections are accounted for in 
accordance with the agreement under which they are paid, or when received if earlier.    
 
Employer deficit contributions are accounted for in accordance with the agreement under 
which they are paid.  Employer augmentations are accounted for in accordance with the 
agreement under which they are paid, or in the absence of such an agreement, when 
received. 
 
Benefits payable 
Pensions in payment are accounted for in the period to which they relate. 
 
Where members can choose whether to take their benefits as a full pension or as a lump 
sum with reduced pension, retirement benefits are accounted for on an accruals basis on the 
later of the date of retirement and the date the option is exercised.  On-going benefits are 
accounted for on an accruals basis. 
 
Other benefits are accounted for on an accruals basis on the date of retirement, death or 
leaving the Plan as appropriate. 
 
Where the Trustee is required to settle tax liabilities on behalf of a member (such as when 
lifetime or annual allowances are exceeded) with a consequent reduction in that members 
benefits receivable from the Plan, this is shown separately within benefits. 
 
Transfer payments 
Transfer values represent the capital sums either receivable in respect of members from 
other pension schemes of previous employers or payable to the pension scheme of new 
employers for members who have left the Plan.   
 
Individual transfers are accounted for when the transfer has been agreed by both parties 
and the receiving scheme has accepted liability for the transfer.  Group transfers, where the 
Trustee has agreed to accept the liability prior to the receipt, are accounted for in 
accordance with the agreement. 
 
Other expenses 
Administrative expenses and investment management expenses are accounted for on an 
accruals basis. 
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3. Summary of significant accounting policies (continued) 
 
Investment income and expenditure 

 Income from equities and any pooled investment vehicles which distribute income, is 
accounted for on an accruals basis on the date stocks are quoted ex-dividend or, in 
the case of unquoted instruments, when the dividend is declared. 

 Income from bonds is accounted for on an accruals basis and includes income bought 
and sold on purchases and sales of bonds.   

 Interest on cash and short term deposits and income from other investments are 
accounted for on an accruals basis. 

 Rental income is accounted for as earned under the terms of the lease. 
 Receipts or payments under swap contracts, representing the difference between 

the swapped cash flows at the fixed revaluation dates are included in investment 
income. Receipts or payments upon settlement of swap contracts are included within 
purchases and sales in note 9. 

 Investment income includes withholding taxes.  Withholding tax is accrued on the 
same basis as investment income.  Where withholding tax is not recoverable, this is 
shown as a separate expense within taxation.  

 Transaction costs are included in the cost of purchases and sale proceeds.  
Transaction costs include fees charged directly to the Plan such as fees, commissions, 
stamp duty and other fees.   

 Investment management expenses are accounted for on an accruals basis and shown 
separately within investment returns.  

 The change in market value of investments during the year comprises all increases 
and decreases in the market value of investments held at any time during the year, 
including profits and losses realised on sales of investments and unrealised changes 
in market value.  In the case of pooled investment vehicles which are accumulation 
funds, where income is reinvested within the fund without issue of further units 
change in market value also includes such income. 

 
Valuation of investments 
Investments are valued at their fair value at 31 December each year and are determined as 
follows: 

 Equities traded through the Stock Exchange Electronic Trading Service (“SETS”) are 
valued on the basis of the bid price, where both bid and offer prices are available. 
Other quoted investments are valued on the basis of the bid price (or, if unavailable, 
most recent transaction) on the relevant stock market. 

 Pooled investment vehicles including AVCs and ASCs are valued at the closing bid price 
if both bid and offer prices are published or, if single priced, at the closing single price 
as advised by the investment managers. 

 Unlisted securities are valued by the investment managers, having regard to latest 
dealing, professional valuation, asset values and other appropriate financial 
information. 
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3. Summary of significant accounting policies (continued) 
 
Valuation of investments (continued) 

 Derivative contract assets are fair valued at bid prices and liabilities are fair valued at 
offer prices. Futures contracts’ fair value is determined using exchange prices at the 
reporting date. The fair value is the unrealised profit or loss at the current bid or offer 
market quoted price of the contract. Amounts due from the broker represent the 
amounts outstanding in respect of the initial margin (representing collateral on the 
contracts) and any variation margin which is due to or from the broker. The amounts 
included in change in market value are the realised gains and losses on closed futures 
contracts and the unrealised gains and losses on open futures contracts. Swaps are 
valued at the net present value of future cash flows arising therefrom. 

 Bonds are valued “clean”, excluding interest accruing from the previous interest 
payment date to the valuation date. 

 Currency forwards held by the Plan under a currency overlay programme are expressed 
in sterling at the rates of exchange ruling at year end. 

 Unlisted equities, comprising private equity investment, are valued at the Plan’s share 
of the audited net assets at the Plan year end. Any investments that are unaudited at 
the Plan year end are valued at a price advised by the investment manager. 

 Freehold and leasehold property is stated at open market value at the year end, as 
estimated annually (using the Royal Institution of Chartered Surveyors Valuation 
Standards) by the Trustee on the basis of professional advice from Knight Frank LLP, 
Chartered Surveyors. No depreciation is provided on freehold buildings or long 
leasehold properties. 

 Cash includes short term bonds and notes with maturity under one year. These are 
valued "clean", excluding interest accruing from the previous interest payment date to 
the valuation date. 

 Annuity (insurance) policies are valued by the Plan Actuary at the amount of the 
related obligation, determined using the most recent Plan funding valuation 
assumptions updated for market conditions at the reporting date. 

Critical accounting judgements and estimation uncertainty 
Estimates and judgements are continually evaluated and are based on historical   
experience and other factors, including expectations of future events that are believed 
to be reasonable under the circumstances. The Trustee makes estimates and 
assumptions concerning the future. The resulting accounting estimates will, by 
definition, seldom equal the related actual results. 
For the Plan, the Trustee believes the only estimates and assumptions that have a 
significant risk of causing a material adjustment to the carrying amount of assets and 
liabilities within the next financial year are related to the valuation of the Plan 
investments and, in particular, those classified in Level 3 of the fair-value hierarchy. An 
explanation of the key assumptions underpinning the valuation of investments are 
included within the policies above and within note 15. 
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4. Contributions 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Employee contributions:       
Additional voluntary - 1.4 1.4 - 1.5 1.5 
       
Employer contributions:       
Normal contributions1 - 39.9 39.9 - 42.1 42.1 
Augmentations - 0.1 0.1 - - - 
Smart* contributions 1 - 16.6 16.6 - 17.4 17.4 
Additional Smart* contributions - 15.1 15.1 - 14.7 14.7 
 - 71.7 71.7 - 74.2 74.2 

1 includes £5.4m (2019: £5.7m) in respect of additional 1% or 2% matched contributions paid by the employer 
and employees respectively. 

 
 

Employee contributions 
Employee contributions to the DB section of the Plan ceased following the closure of the 
Plan to future accrual in April 2011.  
 
Employee contributions to the DC section of the Plan are 3% of pensionable earnings for the 
M Plan, Hybrid M Plan (ex DB), and Enhanced M Plan (ex DB) sections. In addition members 
of the DC section, excluding Enhanced M Plan members, including those members which 
elected to join the DC section in April 2011 following the closure of the DB section to future 
accrual, have the option to elect to pay an additional 1% or 2%, with the employer matching 
the contribution elected by the employee.   
 
Members have the option of paying their contributions by means of a salary sacrifice 
arrangement known as "Smart* Pensions". Such contributions are recorded as employers' 
contributions in the above note. 
 
Employer contributions 
Employer contributions to the DB section of the Plan are paid in accordance with the 
Schedule of Contributions agreed between the Trustee and the Employers.   
 
The Schedule of Contributions in force at the start of the year was signed on 22 August 2019. 

   This Schedule sets out that Employer contributions will only be required in specific 
circumstances, subject to confirmation by the Plan Actuary. As such, no deficit contributions 
were due under the Schedule in force during the year. 
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4.      Contributions (continued) 
 

Employer contributions (continued) 
 

The Trustee has agreed that the Company, with effect from April 2016, can settle its 
contributions (if any) to the DB section of the Plan through the transfer of United States 
Treasury Bills.  Under this agreement the Company has guaranteed that the GBP 
contribution due will be settled in full, and that the Company will reimburse the Trustee for 
any related pricing and foreign currency losses associated with the transfer of United States 
Treasury Bills to the Plan. Any excess amounts received through the transfer of United States 
Treasury Bills is carried forward as a prepayment during the year but crystallises at 31 
December each year and is accounted for within the deficit contributions in the year. No 
excess was received in the current year (2019: nil). 

  
The rates of employer contributions for the DC section of the Plan are set out in the following 
table: 
 
M Plan 8% of pensionable earnings 
Hybrid M Plan (ex DB) 8% of pensionable earnings 
Enhanced M Plan (ex DB) % of pensionable earnings payable in respect of 

former members of the DB pensions schemes as 
shown in the table below: 

 
 Former members within these DB pension schemes 
Member’s age: IBM I.T. Solutions  N C DSL  
18-34 8% 8% 8% 8% 
35-39 10% 11% 11% 10% 
40-44 12% 14% 14% 12% 
45-49 15% 17% 17% 15% 
50-54 18% 20% 20% 18% 
55-59 18% 20% 20% 18% 
60 and over 8% 20% 20% 18% 
63 and over 8% 20% 8% 18% 
65 and over 8% 8% 8% 8% 
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5. Benefits paid or payable 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Pensions/allowance to 
dependants 287.6 - 287.6 281.7 - 281.7 
Lump sums on retirement 12.1 22.0 34.1 13.0 21.7 34.7 
Annuities purchased - 6.1 6.1 - 5.1 5.1 
Lump sum death benefit  0.2 - 0.2 0.2 - 0.2 
Taxation arising on benefits 
paid or payable 1.5 2.7 4.2 2.8 3.0 5.8 
 301.4 30.8 332.2 297.7 29.8 327.5 

 
"Taxation arising on benefits paid or payable" is in respect of members whose benefits 
exceeded the lifetime or annual allowance and who elected to take lower benefits from the 
Plan in exchange for the Plan settling their tax liability on account. 
 
Annuities purchased are in the name of the member, not the Trustee. 
 

6. Transfers out 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Individual transfers out 37.7 92.3 130.0 49.3 77.3 126.6 

 
7.     Administrative expenses  

Administrative expenses for both the DB and DC sections of the Plan are allocated to the DB 
section of the Plan.  Contributions, calculated at 0.3% of the DC Plan members’ pensionable 
earnings, are received from the Company in respect of the administration costs related to 
the DC Section of the Plan and are included in the Employers’ Normal DC contributions in 
Note 4.  
 
  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Actuarial fees 0.4 - 0.4 0.4 - 0.4 
Administration & processing fees 0.7 - 0.7 0.5 - 0.5 
Legal fees 0.4 - 0.4 0.6 - 0.6 
Other professional fees  1.4 - 1.4 0.3 - 0.3 
Other overheads  0.3 - 0.3 0.4 - 0.4 
Staff costs 3.0 - 3.0 3.0 - 3.0 
 6.2 - 6.2 5.2 - 5.2 

 
Included within other professional fees is £72,593 (2019: £57,779) in respect of audit fees.  
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7.     Administrative expenses (continued) 
 
Included in staff costs are fees of £19,467 (2019: £16,411) paid to the Member Nominated 
Directors, fees of £32,000 (2019: £32,000) paid to the Chairs of the Trustee, and fees of 
£58,800 (2019: £63,000) paid to Law Debenture in respect of their services as Trustee 
Directors to the Plan.   
 
All expenses listed above are paid initially by the sponsoring employer and are recharged to 
the Plan. 
 
The Trustee has delegated responsibility for the day to day administration, investment 
services and management of the Plan to IBM Pensions Trust (“PT”).  The Trustee has agreed 
with IBM United Kingdom Limited (“IBM”) that IBM will provide a number of its employees 
to carry out work on behalf of PT.  Such employees are employed by IBM for the purpose of 
secondment to PT. To the extent that their duties and employment relate to PT, the salaries 
and related costs are recharged to the Plan. Staff costs totalling £3.0m (2019: £3.0m), 
including Trustee Directors fees and expenses, have been recharged to the Plan, during the 
year to 31 December 2020. 
 
As set out in the Schedule of Contributions signed on 22 August 2019, if the total annual 
Pension Protection Fund (PPF) levy exceeds £200k in any year, the excess is payable by the 
employer unless the Trustee agrees otherwise. Therefore, 2020 PPF levy costs of £202.7k 
(2019: £209.6k) were pro-rated between the Company, £2.7k (2019: £87.7k) and the Plan, 
£200k (2019: £121.9k), with the apportionment for 2019 varying due to the Schedule of 
Contributions coming into effect part way through the year. 
 

8.     Investment income 
 
Investment income by asset type during the year is shown inclusive of accruals and net of 
withholding tax.   
 
  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Equities  2.8 - 2.8 12.0 - 12.0 
Bonds 77.1 - 77.1 62.9 - 62.9 
Pooled investment vehicles  2.8 - 2.8 3.1 - 3.1 
Property 9.1 - 9.1 12.5 - 12.5 
Derivatives – net 60.0 - 60.0 43.8 - 43.8 
Short term loans and deposits  1.8 - 1.8 1.6 - 1.6 
 153.6 - 153.6 135.9 - 135.9 
Other investment expense (0.9) - (0.9) (1.6) - (1.6) 
 152.7 - 152.7 134.3 - 134.3 
 
Other investment expense is in respect of marketing and improvement costs related to the 
freehold and long leasehold properties.
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9. Reconciliation of net investments 
 
 Opening 

value  
at 1 

January 
2020 

Purchases 
at cost and 
derivative 
payments 

Sales 
proceeds 

and 
derivative 

receipts 

Change in 
market 

 value 

Closing 
value at 

 31 
December

2020 
 £m £m £m £m £m 
Defined benefit sections  
Equities 229.7 14.5 (246.1) 1.9 - 
Bonds  3,788.5 6,372.2 (6,958.9) 393.3 3,595.1 
Pooled investment vehicles 2,921.5 48.3 (2,019.3) 204.1 1,154.6 
Property 247.5 0.5 (10.5) (21.7) 215.8 
Derivatives – net 513.1 259.6 (775.6) 55.4 52.5 
Insurance policies  - 3,253.3 - 35.7 3,289.0 
AVC/ASCs 82.4 - (9.6) 3.7 76.5 
Sub-total 7,782.7 9,948.4 (10,020.0) 672.4 8,383.5 
Cash deposits 443.3   (5.5) 281.7 
Other investment balances 
-net 

12.5   - 38.6 

Defined benefit total 8,238.5   666.9 8,703.8 
      
Defined contribution sections     
Pooled investment vehicles 2,085.2    2,169.2 
AVC/ASCs 422.5    433.7 
Defined contribution total 2,507.7 147.2 (196.2) 144.2 2,602.9 

 
 

The above purchases and sales include, if applicable, in-specie transfers generated by 
investment manager changes.  The above purchase and sales figures for bonds include UK 
Gilt Total Return Swap transactions, updating of the liability cash-flows and an adjustment 
to the Plan's liability hedging target.  Included in the above sales figure for bonds is 
£2,876m of gilts which was transferred, along with £377.3m cash, to Rothesay Life plc to 
purchase the buy-in annuity insurance policy. The DC purchases and sales above include 
fund switches totalling £72.9m (2019: £70.4m). 
 
Also included in the above purchase and sales figures are transaction costs of £5.3m (2019: 
£0.3m). Costs are also borne by the Plan in relation to transactions in pooled investment 
vehicles: however, such costs are taken into account in calculating the bid/offer spread of 
these investments and are not separately identifiable. 
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9.    Reconciliation of net investments (continued) 
 
Transaction costs analysed by main asset class and type of cost are as follows: 
 
 Fees Commission Taxes 2020 
    Total 
 £m £m £m £m 
Equities - - - - 
Bonds 5.3 - - 5.3 
Total 2020 5.3 - - 5.3 
Total 2019  0.2 0.1 - 0.3 
 
 

    

All DC section investments noted above are allocated to members given that any unallocated 
units co-invested with the DC section funds have been included within the DB's section of 
Pooled Investment Vehicles. 

 
10.    Investment management expenses  

 
The amount shown as investment management expenses (which includes investment 
management, custodian and performance measurement costs) represents only those fees 
charged directly to the Plan.  In addition, the Plan has a number of investments in pooled 
investment vehicles, in which the management fees are reflected in the unit value. These fees 
are estimated to be £9.0m (2019: £9.9m). 
 

11.    Taxation 
 
The Plan is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and 
is therefore exempt from income tax and capital gains tax. The tax charge in the Fund Account 
represents irrecoverable withholding taxes of £0.1m (2019: £0.5m) arising on investment 
income. 
 
 

12.    Pooled investment vehicles 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Equities 27.8 363.3 391.1 45.6 389.9 435.5 
Bonds 680.6 192.5 873.1 2,156.1 169.9 2,326.0 
Private equities 401.9 - 401.9 374.7 - 374.7 
Reinsurance 41.1 - 41.1 200.0 - 200.0 
Property 3.2 - 3.2 7.9 - 7.9 
Multi Asset - 1,542.1 1,542.1 137.2 1,462.5 1,599.7 
Cash - 71.3 71.3 - 62.9 62.9 
 1,154.6 2,169.2 3,323.8 2,921.5 2,085.2 5,006.7 
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13.    Property 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
UK freehold property 209.5 - 209.5 235.2 - 235.2 
UK long leasehold 
property 

6.3 - 6.3 12.3 - 12.3 

 215.8 - 215.8 247.5 - 247.5 
 
The Plan holds a number of properties in prime locations. There are no legal restrictions on 
the realisability of these properties or on remittance of income or disposal proceeds, 
although the Trustee recognises that 3-6 months would be necessary to achieve a disposal 
on favourable terms. The tenants of the properties are responsible for repairs and 
maintenance.  

 
The properties are stated at Fair Value determined by G Coward, MRICS of Knight Frank LLP, 
a member firm of the Royal Institution of Chartered Surveyors ('RICS'), which is independent 
of the Trustee and of the Company. Valuations are performed as at 31 December each year 
in accordance with the Royal Institution of Chartered Surveyors’ Valuation – Global 
Standards, incorporating the International Valuations Standards, and the RICS UK National 
Supplement. The properties have been valued on the basis of "Fair Value" in accordance 
with the RICS Valuation - Global Standards and VPGA 1 Valuations for Inclusion in financial 
statements which adopt the definition of Fair Value adopted by the Financial Reporting 
Standards.  

 
Investments in property are held through a subsidiary undertaking of IBM UK Pensions Trust 
Limited and are not consolidated. These undertakings have no other material assets or 
liabilities other than the properties included above. 
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14.    Derivatives  
 
The Plan has a direct holding of derivative contracts (either exchange traded or over the 
counter ("OTC")) for efficient portfolio management purposes through hedging liabilities and 
reducing inflation, interest rate, and currency risks over the longer term.  The table below 
shows a summary of the positions as at 31 December 2020. 
 
 2020 2019 
 Assets Liabilities Assets Liabilities 
  £m £m £m £m 
Defined benefit section     
Futures contracts (exchange traded) 0.6 (0.2) 0.6 (0.7) 
Forward foreign exchange contracts (OTC) 36.5 (16.4) 104.4 (7.5) 
Swaps (OTC) 65.7 (33.7) 443.0 (26.7) 
 102.8 (50.3) 548.0 (34.9) 
Net derivatives  52.5  513.1 

 
Futures contracts (exchange traded) are used to bondise cash holdings whilst forward 
currency contracts are used to partially hedge currency exposure arising out of holding non-
sterling denominated assets. The average length of a contract is a three month rolling 
contract. 

 
 2020 2020 2019 
 Nominal Assets Liabilities Assets Liabilities 
 Value     
 £m £m £m £m £m 
Fixed income 134.2 0.6 (0.2) 0.6 (0.7) 
Equities 6.9 - - - - 
 141.1 0.6 (0.2) 0.6 (0.7) 

 
Forward foreign currency contracts (OTC) have been bought and sold in various currencies 
mainly Dollars, Euros and Yen, all with less than one-year duration.  The nominal value of the 
futures contract is the value subject to market movements and is the economic exposure. 
 
 2020 2020 2019 
 Nominal Assets Liabilities Assets Liabilities 
 value     
 £m £m £m £m £m 
 
237 contracts 

 
1,657.3 

 
36.5 

 
(16.4) 

 
104.4 

 
(7.5) 
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14.      Derivatives (continued) 
 
Swaps (OTC) 
The Plan holds a number of derivative contracts (currently interest rate, inflation rate and gilt 
total return swaps) which are held in a segregated portfolio managed by BlackRock with the 
objective of matching the interest rate and inflation sensitivity of a prescribed portion of the 
Plan's liabilities.  The mark to market value of these derivatives held with BlackRock at the 
year-end was £30.0m (2019: £416.3m).  There were swap contracts not specifically held to 
match Plan liabilities with a mark to market value by PIMCO of £1.7m (2019: £nil) and by 
Goldman Sachs of £0.3m (2019: £nil). 
 
 2020 2020 2019 
 Notional 

value 
Assets Liabilities Assets Liabilities 

 £m £m £m £m £m 
Foreign interest rate swaps    
(33 contracts < 10 years) 35.0 0.1 (0.6) 0.1 (0.3) 
(2 contracts -10-20 years) 2.0 - (0.1) - - 
(2 contracts – 20-30 years) 3.9 - (0.1) - - 
(1 contract – 30-40 years) 0.5 - - - - 
UK interest rate swaps      
(27 contracts < 10 years) 687.1 15.3 (0.5) 109.5 (0.3) 
(5 contracts - 10-20 years) 131.1 3.3 - 233.6 (1.2) 
(3 contracts - 20-30 years) 16.4 0.1 (0.3) 55.6 - 
(5 contracts - 30-40 years) 69.8 2.9 (0.2) 7.6 - 
(0 contracts - > 40 years) - - - - (0.2) 
UK inflation rate swaps      
(16 contracts < 10 years) 1,040.7 0.2 (28.1) - (11.8) 
(0 contracts – 10 -20 years) - - - 0.1  
UK total return swaps      
(9 contracts < 10 years) 645.8 43.8 (3.8) 36.5 (12.9) 
 2,632.3 65.7 (33.7) 443.0 (26.7) 

 
Collateral held for over-the-counter (“OTC”) positions 
A net collateral position of £26.1m (2019: £520.3m) is held for net unrealised gains on 
derivative positions.  This collateral comprises government securities and cash. 
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15.   Insurance Policies 
 

In recent years the Trustee has been working to reduce risk in the Plan. The ultimate aim is to 
ensure that members receive all the benefits they are entitled to under the Plan.  Consequently, 
the Trustee purchased an insurance policy (in the form of a “buy-in” policy) from Rothesay Life plc 
(Rothesay) in respect of the Plan covering  around 60% of pensioner liabilities, on 14 December 
2020 (8,806 members) for a total consideration of £3,253.3m. 

 
Under the terms of this contract Rothesay will provide the Trustee with sufficient funds each 
month to meet part of members’ benefits due in accordance with the Plan's governing 
documentation. This investment is part of the Plan’s investment strategy. 

 
The Trustee has adopted the technical provisions basis for the purpose of valuing the buy-in 
policy in the Plan financial statements. 

 
The Plan’s current technical provisions basis was determined as at 31 December 2018 and 
therefore there was no allowance for a buy-in.  In the Plan Actuary's view it would not be 
appropriate to simply value the buy-in using the assumptions adopted for the 2018 valuation 
reflecting the expected return on the assets held at that time. 

 
The Trustee has agreed that the method and principles set out in the Plan’s current Statement of 
Funding Principles, dated 22 August 2019, should be used but amended as follows: 

 
 discount rate is based on the effective yield on the buy-in policy 

 
 RPI inflation is updated to reflect gilt-market breakeven rates as at 31 December 2020 

 
 CPI inflation assumed to be 1% pa lower than RPI inflation up to 2030 and in line with CPI 

inflation thereafter, reflecting the Government’s November 2020 announcement on RPI reform 
(noting that for the 2018 valuation, CPI inflation was assumed to be 1% lower than RPI inflation 
at all durations) 
 
The mortality assumptions used are those adopted for the actuarial valuation of the Plan as at 
31 December 2018. 
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15.     Insurance Policies (continued) 
 
The actual rates used in the calculation the buy-in valuation are as follows: 
 
Financial assumptions(1)  31 December 2020 
 % pa 
Discount rate  0.8  
Price inflation (RPI)  3.2  
Price Inflation (CPI)  2.7  
Pension increases:  
 - 50% of RPI (maximum 5%)  
 - CPI minimum 0% pa, maximum 5% pa  
 - CPI minimum 0% pa, maximum 3% pa 
Mortality table and improvements  
 

1.3  
2.7  
2.5  
S2 Light table for males with 105% scaling 
for pensioners and dependants 
S2 table for females with 90% scaling for 
pensioners and 95% for dependants. 
CMI 2018 Core projections, 1.5% long term 
improvemens and 0.25% initial additions to 
improvements. 

(1) The assumptions shown are the average rates over the duration of the insured liabilities. 
 
The value of the annuity policy was £3,289 million as at 31 December 2020.  The policy was 
valued by the Plan Actuary. 

 
16.     Additional Voluntary and Additional Smart* Contributions (AVC/ASCs) 

 
Members can invest in a range of pooled investment vehicles as shown in the table below.   
 
The Equitable Life Assurance Society ("ELAS") and Aviva ‘with profit’ funds are closed to further 
contributions. Following the closure of the ELAS With-Profits Fund, members’ assets were 
transferred to the Utmost Life & Pensions Limited Secure Cash Fund on 1 January 2020 and 
following advice from Mercer Limited, in May 2020 the Trustee consolidated these assets into 
the Plan’s existing arrangements with Legal & General in order to benefit from improved 
governance and lower costs. 
 
AVC/ASC benefits are provided on a money purchase basis. Members participating in this 
arrangement each receive an annual statement confirming the amounts held to their account 
and the movements in the year. The proceeds of these policies can be paid as a lump sum 
(subject to HMRC rules) or used to purchase additional pension on retirement.  
 
Aviva Life & Pensions UK Limited may add a final bonus when benefits are payable, or units 
are otherwise moved out of the FP With Profits Fund, on units held continuously for one or 
more years.  The final bonus rate is dependent on when the units were allocated.   
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16.     Additional Voluntary and Additional Smart* Contributions (AVC/ASCs) (continued) 
 
The annual management charge is applied by a unit cancellation method.  Aviva Life & 
Pensions UK Limited has not applied a Market Value Reduction to this type of business since 1 
January 2010. 

 
The market value of AVCs/ASCs was as follows: 
 

 2020 2019 
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Legal & General       
Global Equity 60:40 Index Fund 11.3 33.2 44.5 14.8 37.4 52.2 
Global Equity 70:30 Index Fund 12.3 50.8 63.1 15.4 57.4 72.8 
Annuity Protection Index Fund 0.7 3.6 4.3 0.7 4.2 4.9 
Money Fund (was Cash Fund) 11.2 28.5 39.7 5.8 28.0 33.8 
Growth Plus Fund (former Consensus) * 6.4 14.3 20.7 6.5 14.8 21.3 
Ethical UK Equity Index Fund 1.7 5.7 7.4 2.1 6.2 8.3 
Over 15 Year Gilts Index Fund 1.3 14.3 15.6 1.3 13.4 14.7 
UK Equity Index Fund 2.0 10.4 12.4 2.4 10.9 13.3 
World ex UK Developed Equity Index Fund 3.1 20.7 23.8 3.0 19.2 22.2 
Pre-Retirement Fund 3.2 21.0 24.2 2.4 17.0 19.4 
All World Equity Fund 0.5 14.5 15.0 0.4 14.1 14.5 
Ethical Global Equity Index Fund 1.3 5.9 7.2 0.7 4.7 5.4 
World Emerging Markets Equity Index Fund 0.5 2.6 3.1 0.3 2.2 2.5 
Investment Grade Corporate Bond – All Stocks Index Fund 0.1 1.3 1.4 0.1 1.1 1.2 
Emerging Market Debt Fund 0.1 0.2 0.3 0.1 0.2 0.3 
All Stocks Index-Linked Gilts Fund 0.3 0.9 1.2 0.1 0.9 1.0 
Growth Fund* 5.7 86.1 91.8 3.9 79.9 83.8 
Growth Plus Fund* 6.6 116.0 122.6 6.5 106.2 112.7 
Infrastructure Equity MFG – GBP Hedged Fund 0.7 1.9 2.6 0.7 2.5 3.2 
Global Real Estate Equity – GBP Hedged Fund - 0.5 0.5 - 0.8 0.8 
Pre-Retirement Inflation Linked Fund 0.2 0.7 0.9 0.2 0.8 1.0 
 69.2 433.1  502.3 67.4 421.9   489.3 
       
Aviva Plc 7.3 0.6 7.9 8.1 0.6 8.7 
Equitable Life - - - 6.9 - 6.9 
 76.5 433.7 510.2 82.4 422.5 504.9 

*Multi asset strategies  
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17.     Cash and other net investment balances 
 

  2020   2019  
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Sterling deposits 231.8 - 231.8 428.6 - 428.6 
Foreign currency deposits 49.9 - 49.9 14.7 - 14.7 
 281.7 - 281.7 443.3 - 443.3 

Accrued investment income 21.8 - 21.8 14.4 - 14.4 
Other investment balances (assets) 20.4 - 20.4 1.6 - 1.6 
 313.6 - 313.6 459.3 - 459.3 
Obligation to return cash collateral held (3.6) - (3.6) (3.5) - (3.5) 
 320.3 - 320.3 455.8 - 455.8 

  
Sterling deposits include amounts held with The Northern Trust Company for settlement of 
benefit payments and related cashflow management requirements. 
 

18.     Defined contribution assets 
 
Defined contribution assets are allocated to provide benefits to the individuals on whose 
behalf the contributions were paid. All members receive an annual statement confirming the 
contributions paid on their behalf and the value of their defined contribution assets. 

 
19.     Fair value of investments 

The fair value of investments has been determined using the following hierarchy. 
 
Level 1 
The unadjusted quoted price in an active market for identical assets or liabilities that the 
entity can access at the measurement date. 
 
Level 2 
Inputs other than quoted prices included within level 1 that are observable (i.e. developed 
using market data) for the asset or liability, either directly or indirectly. 
 
Level 3 
Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability. 
 
Pooled investment vehicles and AVCs which are traded regularly are generally included in 
level 2.  Where the absence of regular trading or the unsuitability of recent transaction prices 
as a proxy for fair value applies, other valuation techniques are adopted and the assets are 
included in level 3. 
 
The valuation techniques used for level 3 direct property and level 3 insurance policies are 
detailed in notes 13 and 15 to the financial statements respectively. 
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19.     Fair value of investments (continued) 
 
The fair value of investments as at 31 December 2020 is shown below: 
 
Category Level 1 Level 2 Level 3 2020 
 £m £m £m £m 
Defined benefit section     
Investment assets     
Equities - - - - 
Bonds - 3,595.1 - 3,595.1 
Pooled Investment Vehicles - 708.4 446.2 1,154.6 
Property - - 215.8 215.8 
Derivatives 0.6 102.2 - 102.8 
Insurance Policies - - 3,289.0 3,289.0 
AVC/ASCs - 69.2 7.3 76.5 
Cash deposits 281.7 - - 281.7 
Other investment balances  42.2 - - 42.2 
 324.5 4,474.8 3,958.4 8,757.7 
     
Investment liabilities     
Derivatives (0.2) (50.1) - (50.3) 
Other investment balances (3.6)   (3.6) 
 (3.8) (50.1) - (53.9) 
     
Defined contribution section     
Investment assets     
Pooled investment vehicles - 2,169.2 - 2,169.2 
AVC/ASCs - 433.1 0.6 433.7 
 - 2,602.3 0.6 2,602.9 
     
Total net investments 320.7 7,027.0 3,959.0 11,306.7 
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19.     Fair value of investments (continued) 
 

The fair value of investments as at 31 December 2019 is shown below: 
 
Category Level 1 Level 2 Level 3 2019 
 £m £m £m £m 
Defined benefit section     
Investment assets     
Equities 229.7 - - 229.7 
Bonds - 3,788.5 - 3,788.5 
Pooled Investment Vehicles - 2,338.9 582.6 2,921.5 
Property - - 247.5 247.5 
Derivatives 0.6 547.4 - 548.0 
Insurance Policies - - - - 
AVC/ASCs - 67.4 15.0 82.4 
Cash deposits 443.3 - - 443.3 
Other investment balances  16.0 - - 16.0 
 689.6 6,742.2 845.1 8,276.9 
     
Investment liabilities     
Derivatives (0.7) (34.2) - (34.9) 
Other investment balances (3.5)   (3.5) 
 (4.2) (34.2) - (38.4) 
     
Defined contribution section     
Investment assets     
Pooled investment vehicles - 2,085.2 - 2,085.2 
AVC/ASCs - 421.9 0.6 422.5 
 - 2,507.1 0.6 2,507.7 
     
Total net investments 685.4 9,215.1 845.7 10,746.2 

 
20.     Concentration of investments 
 

The Plan had the following holdings of more than 5% of the total value of the net assets of 
the Plan at 31 December 2020: 
 
 2020 2019 
 £m % £m % 
Legal & General Growth Plus Fund 980.3 8.7 944.3 8.8 
Legal & General Growth Fund 743.7 6.6 673.0 6.3 
IBM GSF Global Bond Fund (note 26) 533.6 4.7 1,498.8 14.0 
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21.     Investment risks disclosures 
 

Investment risks 
FRS 102 requires the disclosure of information in relation to certain investments risks. These 
risks are set out below. 
 
Credit risk: this is the risk that one party to a financial instrument will cause a financial loss 
for the other party by failing to discharge an obligation. 
 
Market risk: this comprises currency risk, interest rate risk, and other price risk. 

 Currency risk: this is the risk that the fair value or future cash flows of a financial 
asset will fluctuate because of changes in foreign exchange rates. 

 Interest rate risk: this is the risk that the fair value or future cash flows of a financial 
asset will fluctuate because of changes in market interest rates. 

 Other price risk: this is the risk that the fair value or future cash flows of a financial 
asset will fluctuate because of changes in market prices (other than those arising 
from interest rate risk or currency risk), whether those changes are caused by factors 
specific to the individual instrument or its issuer, or factors affecting all similar 
instruments traded in the market. 

 
The Trustee determines their investment strategy after taking advice from a professional 
independent adviser and IBM Retirement Funds Europe (which is a European centre of 
excellence providing the IBM European pension plans with advice and support in relation to 
asset and risk management).   
 
The Plan has exposure to these risks because of the investments it makes in following the 
investment strategy set out below.  The Trustee manages investment risks, including credit 
risk and market risk, within agreed risk limits which are set, taking into account, the Plan’s 
strategic investment objectives.  These investment objectives and risk limits are 
implemented through the investment management agreements in place with the Plan’s 
investment managers and regularly monitored by the Trustee. 
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21.     Investment risks disclosures (continued) 
 

Investment risks (continued) 
 
The following table summarised the extent to which the various classes of investments are 
affected by financial risks: 
 
Asset Classes  Credit 

Risk 
Market Risk 2020 2019 

Currency Interest 
rate 

Other 
£m £m 

Defined benefit sections       
Equities     - 229.7 
Bonds     3,595.1 3,788.5 
Pooled investment vehicles     1,154.6 2,921.5 
Property     215.8 247.5 
Derivatives – net     52.5 513.1 
Insurance Policies     3,289.0 - 
AVC/ASCs     76.5 82.4 
Cash      281.7 443.3 
Other investment balances net     38.6 12.5 
     8,703.8 8,238.5 
       
Defined contribution sections       
Pooled investment vehicles     2,169.2 2,085.2 
AVC/ASCs     433.7 422.5 
     2,602.9 2,507.7 

In the above table, the risk noted affects the asset class [ significantly, [ partially, or [ hardly/not at all. 
 
Further information on the Trustee’s approach to risk management, credit and market risk, 
is set out below.  This does not include the legacy insurance policies nor ASC/AVC 
investments as these are not considered significant in relation to the overall investments of 
the Plan. 
 
Defined benefit sections 
 
Investment strategy 
The investment objective of the DB sections is to maintain a portfolio of suitable assets of 
appropriate liquidity which will generate investment returns to meet, together with future 
contributions, the benefits of the DB sections payable under the Trust Deed and Rules as 
they fall due. 
 
The Trustee sets the investment strategy for the DB sections taking into account 
considerations such as the strength of the Company covenant, the long term liabilities of the 
DB sections, the funding agreed with the Company, and the terms of any funding guarantee 
entered into between the Trustee and IBM Corporation.  The investment strategy is set out 
in the Statement of Investment Principles (“SIP”) and is included on pages 90 - 109 of this 
Annual Report. 
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21.     Investment risks disclosures (continued) 
 
Defined benefit sections - Investment strategy (continued) 
 
The Trustee also regularly reviews the Plan's funding level and due to improved funding 
levels, significantly reduced exposure to return seeking assets. 
 
As part of this de-risking, the Trustee purchased a bulk annuity policy with Rothesay Life Plc 
in December for £3,253.3m covering c60% of pensioner liabilities. The Trustee believes this 
policy helps improve member security. 
 
The Plan's assets are invested in line with the Trustee's long-term strategy, which comprises: 
 

 91.9% in investments that move broadly in line with the long-term liabilities of the 
Plan.  These are referred to as Liability Driven Investments ("LDI") and comprise the 
Rothesay Life bulk annuity insurance policy together with UK and overseas 
government and corporate bonds, which help mitigate the impact of interest rate 
and inflation rate movements on the long-term liabilities. The Plan also uses interest 
rate and inflation swaps to hedge changes in the Plan's liabilities. 

 8.1% in return seeking investments comprising property, private equity and some 
residual reinsurance exposure. There is also a small residual exposure to reinsurance 
where the remaining funds are gradually released.  

 Approximately 7% of the Plan assets has an unhedged currency exposure.  The 
Trustee has put in place a currency hedging strategy using currency forwards to seek 
to mitigate currency exposure. 

 
Credit risk 
The Plan is subject to credit risks because the Plan directly invests in bonds, derivatives and 
has cash balances.  The Plan also invests in pooled investment vehicles and is therefore 
directly exposed to credit risk via the pooled investment vehicles.  The Plan is also indirectly 
exposed to credit risks arising on the financial instruments held by the pooled investment 
vehicles. 
 
For segregated mandates, the investment management agreements contain minimum 
requirements around acceptable credit ratings for investment instruments, benchmarks, 
counterparties, and collateral.  These are primarily investment grade mandates although the 
managers do have some limited ability to hold high yield or sub-investment grade credit 
investments. 
 
The Trustee considers bonds as investment grade if they are rated by Standard & Poor's or 
Fitch as ‘BBB-' or higher or rated as ‘Baa3’ or higher by Moody's.  Credit ratings for 
counterparties and collateral are more stringent than this.  
 
For pooled investment vehicles the Trustee ensures that it is satisfied with the legal 
documentation and the fund's investment parameters before funding any investment.    
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21.     Investment risks disclosures (continued) 
 
Defined benefit sections - Investment strategy (continued) 
 
Credit Risk (continued) 
 
This includes ensuring the indirect credit risks are appropriately managed, as well as 
understanding the manager's counterparty credit evaluation process. 
 

The Rothesay Life bulk annuity insurance policy also involves credit risk. Insurance companies 
are subject to strict regulation as well as being supervised by the Prudential Regulation 
Authority. In addition, in the unlikely event that Rothesay Life was unable to pay agreed 
benefits, the Financial Services Compensation Scheme will provide full compensation (ie. 
100%). Ahead of the contract being entered into, due diligence checks, including a supplier 
covenant review, were undertaken by Willis Towers Watson, Sacker & Partners and Lincoln 
Pensions. 
 
A summary of defined benefit pooled investment vehicles by type of arrangement is as 
follows: 

 2020 
£m 

2019 
£m 

   
Unit linked insurance contracts 27.7 419.7 
Authorised unit trusts 536.8 1,506.7 
Open ended investment companies 188.1 620.4 
Shares of limited liability partnerships 401.9 374.7 
Total 1,154.6 2,921.5 

 
 
 
Cash balances in major currencies held by Northern Trust, the Plan's custodian, are swept 
daily to money market funds, which carry the highest available ratings from Moody's and 
Standard & Poor's. 
 
Currency risk 
The Plan is subject to currency risk because some of the Plan’s investments are held in 
overseas markets, either as segregated investments or via pooled investment vehicles.  
Where possible and cost effective, the Trustee manages this currency risk by hedging the 
currency exposure at the individual mandate level or through a currency overlay strategy, 
which hedges 35% of the remaining dollar, yen and euro exposure.   
 
Interest rate risk 
The Plan is subject to interest rate risk because some of the Plan’s investments are held in 
bonds and interest rate swaps, either as segregated investments or through pooled 
investment vehicles, and cash.   
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21.     Investment risks disclosures (continued) 
 
 Defined benefit sections – Investment Strategy (continued) 
 
 Interest rate risk (continued) 
 

As part of their LDI investment strategy the Trustee has set a benchmark for total investment 
in bonds and interest rate swaps of 105% of the total Plan liabilities, which ensures the 
liabilities and some of the funding are hedged.   
 
Under this approach, if interest rates increase, the value of the LDI investments will fall in 
value, as will the actuarial liabilities because of an increase in the discount rate.   
 
The Plan is also subject to interest rate risk with regards to the value of the insurance 
policies. However, any movement in the value of the asset matches the movement in the 
value of the associated liability and therefore this risk is not further measured or managed. 

 
Other price risk 
Other price risk arises principally in relation to the Plan's return seeking portfolio which 
includes private equity, property, and some residual reinsurance exposure, which is in the 
process of being released.     
 
Defined contribution sections 
 
Investment strategy 
The Trustee's objective is to offer members of the Plan a range of ‘lifecycle’ investment 
strategies designed to generate income and capital growth during the accumulation phase, 
which together with new contributions from members and their employer, and the phased 
risk reduction during the decumulation phase, will provide a retirement amount with which 
the member can purchase a pension annuity (or other type of retirement product). 
 
The Trustee also provides a range of self-select funds to allow members to develop their 
own asset allocation and investment strategy. 
 
The investment options available to members use funds provided by Legal & General 
Assurance (Pensions Management) Limited (“LGAPM”) within the following asset classes: 

 Equities 
 Bonds (including cash funds) 
 Multi asset strategies 

 
A full list of the funds offered to members is shown on page 21. 
 
An investment management agreement with Legal & General Investment Management 
Limited (“LGIM”) defines the guidelines for the underlying investments held by the funds.   
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21.     Investment risks disclosures (continued) 
 
Defined contribution sections – Investment strategy (continued) 
 
In addition, the day to day management of the underlying investments of the funds rests 
with LGIM, including the direct management of credit and market risks. 
 
The Trustee monitors the underlying risks and performance of the funds at its quarterly 
Investment Committee Meetings. 
 
Credit risk 
The DC section is subject to direct credit risk in relation to the funds managed by LGIM through 
its holdings in unit linked insurance funds provided by LGAPM. 
 
LGAPM is regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority and maintains separate funds for its policy holders.   
 
When selecting LGAPM, the Trustee carried out extensive legal and financial due diligence 
and has since carried out regular reviews to satisfy itself on the level of protection for 
members' funds.    
 
Since the year-end, the DC funds have been transferred from LGAPM to Legal & General 
Assurance Society Limited (LGAS). Prior to arranging this transfer the Trustee received advice 
on the security of members' benefits as well as confirmation that the floating charge over 
the funds held by LGAPM remained in place. In the event LGAS becoming insolvent, the 
Financial Services Compensation Scheme also provides protection of up to 100% of 
members' benefits. 
 
The DC section is also subject to indirect credit and market risk arising from underlying 
investments.  Member level risk exposures will be dependent on the funds invested in by 
members. 
 
At the Plan year-end, the Bond and Multi Asset Strategy funds were exposed to underlying 
credit risk.  
 
A summary of defined contribution pooled investment vehicles by type of arrangement is as 
follows: 
 
 2020 

£m 
2019 

£m 
   

           Unit linked insurance contracts 2,169.2 2,085.2 
 Total 2,169.2 2,085.2 
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21.    Investment risks disclosures (continued) 
 
Defined contribution sections – Investment strategy (continued) 
 
Market risk 
The DC section is subject to indirect foreign exchange, interest rate and other price risk 
depending on the underlying investments held within the LGIM managed funds. 
 
 

22.     Employer-related investments 
The Plan had direct and indirect holdings in International Business Machines Corporation 
ordinary shares through its segregated mandates and pooled investment vehicles which 
amounted to 0.04% (2019: 0.06%) of the Plan’s net assets at the year-end. 
There were no other employer-related investments at the year-end (2019: nil). 
 
 

23.     Current liabilities 
 
 2020 2019 
 DB DC Total DB DC Total 
 £m £m £m £m £m £m 
Sundry creditors 9.6 0.1 9.7 10.5 0.2 10.7 

 
 DC sundry creditors above are not allocated to members. 
 
24.     Transfers between sections 

The transfer between sections represents the value of unallocated funds resulting from early 
leavers and deaths in service and an allowance to cover administration expenses related to 
the DC Section of the Plan. 
 

25.     Contingent liabilities and capital commitments 
 
Guaranteed Minimum Pension ("GMP") Equalisation 
In October 2018, the High Court determined that benefits provided to members who had 
contracted out of their pension scheme must be recalculated to reflect the equalisation of 
state pension ages between May 1990 and April 1997 for both men and women. The Trustee 
is still reviewing, with their advisers, the implication of this ruling on the Plan and the 
equalisation of guaranteed minimum pensions between men and women; in the context of 
the rules of the Plan and the value of any liability. As soon as this review is finalised and any 
liability quantified, members will receive further communication and any impact on financial  
reporting will be considered by the Trustee. 
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25.     Contingent liabilities and capital commitments (continued) 
 
There has been a further High Court judgement, in November 2020, in relation to the 
equalisation of GMP benefits. This judgement focused on the GMP treatment of historic 
transfers out of members, an issue which had not been addressed in the 2018 ruling. Under 
the recent ruling, trustees are required to review historic transfers values paid from May 
1990 to assess if any top up payment is required to the receiving scheme, to reflect the 
member’s right to equalised GMP benefits. The impact of this court case will be considered 
by the Trustee in due course and decisions will be made as to the next steps. It is not 
possible to estimate the cost of any rectification adjustments at this time. 
 
 
In the opinion of the Trustee, the Plan had no other contingent liabilities at 31 December 
2020 (2019: nil). 
 
The Plan had investment commitments relating to pooled investment vehicles, in the form of 
uncalled capital for private equity funds, of £59.0m (2019: £84.0m). 
 

26.     Related party transactions 
    
Key management personnel of the Plan 
The Trustee Directors appointed by IBM United Kingdom Holdings Limited are members or 
pensioners of the Plans with the exception of Fredrick Klutey, Mark Hobbert, Stephen Kelly 
and The Law Debenture Pension Trust Corporation Plc.  The Member Nominated Trustee 
Directors are also members or pensioners of the Plans.  If they or their spouse or 
dependants are members or pensioners of the Plan, then their pension rights are on terms 
normally granted to members.  Fees payable to Trustee Directors are charged to the Plan, 
and are disclosed in note 7, Administrative expenses. 
 
Other Related Parties 
Investments 
The Plan holds an investment in the IBM GSF Global Bond Fund (“GBF”).  The GBF is a multi-
manager investment offering available to IBM pension plans worldwide.  The GBF is an Irish 
regulated unitised fund managed by an Independent Trustee, Northern Trust Custodial 
Services Ireland Ltd.  Representatives of the individual pension plans invested in the GBF are 
part of the funds’ investment advisory committee (IAC) and make recommendations to the 
Trustee.  The IAC has no legal powers, with the Independent Trustee having responsibility for 
all investment decisions.  At 31 December 2020, the Plan’s investment in the GBF was valued 
at £533.6m (2019: £1,498.8m), representing a 28.5% (2019: 53.4 %) share of the fund. Part 
of the GBF was disinvested during 2020 in order to fund the new long-term core credit 
strategy.  
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26.     Related party transactions (continued) 
 
IBM Pensions Trust 
The Trustee has delegated responsibility for the day to day administration, investment 
services and management of the Plan to IBM Pensions Trust (“PT”).  The Trustee has agreed 
with IBM United Kingdom Limited (“IBM”) that IBM will provide a number of its employees 
to carry out work on behalf of PT.  Such employees are employed by IBM for the purpose of 
secondment to PT. To the extent that their duties and employment relate to PT, the salaries 
and related costs are recharged to the Plan. Staff costs totalling £3.0m (2019: £3.0m), 
including Trustee Directors fees and expenses, have been recharged to the Plan, during the 
year to 31 December 2020. 
 
 
Except as disclosed in the financial statements, there have been no other related party 
transactions which are required to be disclosed. 
 

27.     Subsequent Events and Covid-19 
 

Since March 2020, Covid-19 has had a profound effect on domestic and global economies, 
with disruption and volatility in the financial markets.  

 
The Trustee, in conjunction with its advisers, monitors the situation closely and determine any 
actions that are considered to be necessary. This includes monitoring the Plan’s investment 
portfolio, the operational impact on the Plan and the employer covenant.  

 
The extent of the impact on the Plan's investment portfolio, including financial performance, 
will depend on future developments in financial markets and the overall economy, all of 
which are uncertain and cannot be predicted 
 
Since the year end, the value of the Plan’s investment assets and investment liabilities have 
been impacted. Whilst the Trustee monitors the overall position, it has not, at this time, 
quantified the change in market value as the situation is fluid and unpredictable and 
therefore such an estimate cannot be made. 
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During the year ended 31 December 2020 the contributions payable to the Plan are set out below.  
For the purposes of this summary, employee contributions deducted through the salary sacrifice 
programme are shown as employer contributions.
 
 DB DC
 Employer Employee Total Employer Employee Total 

£m £m £m £m £m £m
Contributions required by the 
schedule of contributions: 

     

Normal contributions - - - 34.5 - 34.5 
Smart* contributions - - - 11.2 - 11.1 
 - - - 45.7 - 45.7 
      
Other contributions      
Augmentations - - - 0.1 - 0.1
Additional Smart* Contributions - - - 15.1 - 15.1 
Additional Voluntary 
Contributions 

- - - - 1.4 1.4 

Matching Contributions - - - 10.8 - 10.9 
 - - - 26.0 1.4 27.4 
      
 - - - 71.7 1.4 73.1 
 
This Summary of Contributions was approved by the Board of Directors of the Trustee Company and 
signed on its behalf by: 
 
 
 
 
Robert Tickell
Co-Chair 
 
Date: 
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Actuary's certification of the Schedule of Contributions 
 
 
Name of plan:     IBM Pension Plan 
 
 
Adequacy of rates of contributions 
 

1. I certify that, in my opinion, the rates of contributions shown in this Schedule of 
Contributions are such that the statutory funding objective could have been expected on 
31 December 2018 to continue to be met during the period for which the Schedule is in 
force. 

 
Adherence to Statement of Funding Principles 
 

2. I hereby certify that, in my opinion, this Schedule of Contributions is consistent with the 
statement of funding principles dated 22 August 2019. 

 
 
The certification of the adequacy of the rates of contributions for the purpose of securing that the 
statutory funding objective can be expected to be met is not a certification of their adequacy for 
the purpose of securing the Plan’s liabilities by the purchase of annuities, if the Plan were wound 
up. 
 
 
 

G C McLean 22 August 2019 
Fellow of the Institute and Faculty of Actuaries Watson House 
Towers Watson Limited London Road 
 Reigate 
 Surrey 
 RH2 9PQ 
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 Introduction 
 

1.2 IBM United Kingdom Pensions Trust Limited (the “Trustee”), as the Trustee of the IBM Pension 
Plan (the “Plan”), has drawn up this Statement of Investment Principles (the “Statement”) to 
comply with the requirements of the Pensions Act 1995 (the “Act”) and subsequent legislation. 
The Statement is intended to affirm the investment principles that govern the decisions about the 
Plan’s investments. The Trustee’s investment responsibilities are governed by the Plan’s Trust 
Deed and Rules, of which this Statement takes full regard. 

 
1.3 The Trustee has consulted IBM United Kingdom Holdings Limited (the “Company”) as the Sponsor of 

the Plan on the principles set out in this Statement and will consult the Company on any changes to it 
having taken prior written advice from an authorised investment consultant. The Trustee seeks to 
maintain a good working relationship with the Company and will discuss any proposed changes to this 
Statement with the Company. However, the ultimate power and responsibility for deciding 
investment policy lies solely with the Trustee. 

 
1.4 This Statement includes both the Defined Benefit (“DB”) and Defined Contribution (“DC”) Sections of 

the Plan and these are considered separately, as appropriate. 
 

1.5 The DB Section of the Plan is closed to new members and to future accrual. 
 

1.6 The DC Section of the Plan has been closed to new members since 2011 but continues to be open to 
new additional contributions. 

 
1.7 Until 2011, the Plan provided a facility for DB and DC members to pay Additional Voluntary 

Contributions (“AVCs”) and Additional Smart Contributions (“ASCs”) into the Plan to enhance their 
benefits at retirement. With the closure of the DB Section to future accrual, DB members can maintain 
their existing AVC and ASC pension savings within the Plan but are no longer able to make further AVC 
or ASC contributions. The DC Section continues to be open to new AVC and ASC contributions. 

 
1.8 The Plan’s investment arrangements, based on the principles set out in this Statement, are detailed in 

the Plan’s Investment Policy Implementation Document (“IPID”). This statement and the IPID are 
published on a public website. 

 
1.9 The Trustee does not expect to revise this Statement frequently because it covers broad principles 

rather than their implementation. The Trustee will review it at least once every three years, and 
without delay if there are relevant, material changes to the Plan and/or the Company which the 
Trustee judges to have a bearing on the stated investment policy. The IPID will be reviewed as required 
and updated to reflect any amendments to the investment arrangements, and any changes will be 
agreed by the Trustee. Any such reviews will be based on written expert investment advice and will 
be in consultation with the Company. 
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2. Plan Governance 

 

2.1 The Trustee has appointed professional consultants (the “Investment Consultant”) to provide relevant 
investment advice to the Trustee. The Investment Consultant has confirmed in writing to the Trustee 
that it has the appropriate knowledge and experience to give the advice required by the Pensions Act 
1995 and the Occupational Pension Scheme (Investment) Regulations 2005. The advice received and 
arrangements implemented are, in the Trustee’s opinion, consistent with the requirements of Section 
36 of the Pensions Act 1995 (as amended). 

 

2.2 The Trustee also takes advice as appropriate from the Plan Actuary and other professional advisers. 
 

2.3 The Trustee is responsible for the investment of the Plan’s assets and retains control over the 
decisions on investment strategy. However, in order to ensure that investment decisions are taken by 
persons or organisations with the skills, information and resources necessary to take them effectively, 
the Trustee delegates some of these responsibilities. 

 

2.4 The Trustee has appointed DB and DC Investment Committees and a separate Governance 
Committee. 

 

2.5 The DB and DC Investment Committees are responsible for determining and implementing 
investment policy. Sub-committees may be appointed to deal with specialist issues where required. 
The full responsibilities of the Investment Committees and Governance Committee are outlined in the 
Constitution and Powers document. 

 

2.6 The Pensions Trust organisation undertakes a staff role in support of the Trustee and all committees. 
 

2.7 The Trustee has delegated day-to-day management of the Plan’s investments to a number of 
investment managers. In some cases, this is via Trustee directed investments in pooled investment 
vehicles and insurance policies and in other cases via separate accounts in which the investment 
manager invests directly on behalf of the Plan. 

 

2.8 The Plan’s DC investments (including AVCs and ASCs) are invested in a range of funds / strategies with 
Legal & General Investment Management Limited (“Legal & General”). 

 

2.9 Details of the appointments are contained in the investment management agreements between the 
investment managers and the Trustee, or within the governing documentation of the pooled vehicles. 

 

2.10 A custodian is appointed by the Trustee to provide safekeeping of the Plan’s assets not invested in 
pooled funds or insurance policies, and performs the associated administrative duties. The details of 
this appointment are contained in the contract between the Trustee and the custodian. 
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3. Environmental, Social and Corporate Governance 
 

3.1 The Trustee believes that environmental, social, and governance (“ESG”) factors, including climate 
change, can impact the performance of the Plan’s investments, both DB and DC (including the DC 
default investment strategies), over the medium to long-term. The Trustee has delegated 
responsibility for the selection, retention, and realisation of investments to its investment managers 
and accordingly, the Trustee seeks to manage the risks and opportunities associated with these ESG 
factors by selecting industry leaders in investment management who are committed to the Principles 
for Responsible Investment (as they apply to the sector in which the manager invests or the strategy 
pursued by the manager) and against criteria which include ESG considerations. 

 

3.2 The Trustee believes that responsible ownership can add value to the Plan’s assets in the long term and 
will therefore seek to appoint managers who demonstrate strong engagement credentials, where 
relevant to the portfolio (see further under “Rights Attaching to Investments” below). 

 

3.3 The Trustee does not take into account non-financial matters in the selection, retention and realisation 
of investments. 

 

3.4 As noted above, the Trustee does not have an active policy of taking non-financial matters into account 
in its investment decision making. However, the Trustee has considered and assessed member views 
(regarding both financial and non-financial factors) in relation to the range of DC self-select ('Freestyle') 
funds offered to members and has made available the Legal & General Ethical UK Equity and Ethical 
Global Equity Index Funds whose underlying investments exclude companies involved in business 
activities that don’t comply with a range of ethical and environmental guidelines (and hence are 
expected to provide investment profiles more suitable to members who wish to express an ethical 
preference in their investments as well as focusing on companies that are demonstrating good 
sustainability practices). 

 

3.5 In the fourth quarter of 2020, the Trustee also plans to introduce the Legal & General Future World 
Fund to the Freestyle Fund range. The Legal & General Future World Fund invests in a diversified range 
of global companies but tilts away from companies who generate revenue from fossil fuels or produce a 
high level of carbon emissions in favour of ‘Green Revenues’. Further details regarding these funds can 
be found in the IPID. 

 

3.6 The Trustee is committed to reviewing this policy on an ongoing basis. 
 

4. Rights Attaching to Investments (Stewardship) 
 

4.1 The Trustee’s policy is to delegate responsibility for the exercising of rights (including voting rights) 
attaching to the Plan’s DB and DC investments to the investment managers. Managers are encouraged 
to exercise these rights. 
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4.2 The Trustee supports the aims of the UK Stewardship Code, and its investment managers are invited to 
operate in accordance with the guidelines laid out in the Stewardship Code which covers matters of 
both voting and engagement. The investment managers are encouraged to report their adherence to 
The Stewardship Code using the “comply” or “explain” principle where appropriate. 

 
4.3 The Trustee requires its investment managers to report on corporate governance, and particularly on 

their voting and engagement records. In general, investment managers are likely to choose to support 
and vote with incumbent company management, and therefore exception reporting is expected. 
Significant shareholder action other than voting should also be reported. The Trustee’s Governance 
Committee periodically reviews these reports from investment managers to ensure that the policies 
outlined in sections 3 and 4 are being met. 

 
5. Investment Manager Arrangements 

 

Aligning Investment Manager Appointments with the Trustee's Investment Strategy 
 

5.1 Investment managers are appointed based on their capabilities and, therefore, their perceived 
likelihood of achieving the expected return and risk characteristics for the asset class or specific 
investment strategy they are selected to manage. 

 

5.2 Where appropriate, the Trustee will seek investment advice in decisions regarding manager 
appointments. Such advice may consider factors such as the manager’s idea generation, portfolio 
construction, implementation, and business management, in relation to the Trustee's proposed 
investment. 

 

5.3 As stated in Section 3, the Trustee has a policy of appointing investment managers who are committed 
to the Principles for Responsible Investment. The Trustee will consider the investment manager’s 
implementation of ESG considerations and, where relevant, will also consider the investment manager’s 
policy on voting and engagement in decisions concerning manager appointments. 

 

5.4 In respect of segregated appointments, the Trustee specifies the investment objectives and criteria in an 
investment management agreement for the investment manager to be in line with the Trustee’s specific 
investment requirements. 

 

5.5 Where the Trustee invests in pooled investment vehicles, it accepts that it does not have the ability to 
specify the risk profile and return targets of the manager, but appropriate mandates can be selected to 
align with the overall investment strategy. 

5.6 The Trustee will review an appointment if the investment objective for a manager’s pooled fund 
changes to ensure it remains appropriate and consistent with the Trustee’s wider investment objectives. 

 
5.7 Investment managers are aware that their continued appointment is based on the success in delivering 

the mandate for which they have been appointed to manage. If the Trustee is dissatisfied, then it will 
look to review the appointment. 
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Evaluating Investment Manager Performance 
 

5.8 The Trustee receives reporting on asset class and investment manager performance on a quarterly basis 
and this includes performance information over 3 months, year-to-date, 1 year, 3 years, 5 years and 
since inception. Performance is measured on both an absolute return basis and a relative return basis 
against a suitable index used as the benchmark (where appropriate) or against an alternative 
performance target. Both asset class and investment manager performance is reported net of fees and 
transaction costs. 

 

5.9 The Trustee’s focus is on long term performance but, as noted above, the Trustee may review a 
manager’s appointment at any time for a variety of reasons including for example: 

 

 sustained periods of underperformance; 
 changes in organisation or key personnel (including the portfolio manager); 
 a change in the underlying objectives of the investment manager; 
 a significant change to the Investment Consultant’s rating of the investment manager. 

 

5.10 The majority of investment managers are remunerated by way of a fee calculated as a percentage of 
assets under management. In this way, the managers are incentivised to maximise investment returns in 
line with the investment objectives. For the Liability and Currency Hedging managers, a fee is payable 
calculated as a percentage of the hedge. 

 

5.11 In some cases, active managers are incentivised using a performance related target. Where a 
performance related fee is payable, a hurdle rate structure is in place to mitigate the possibility of the 
Trustee paying additional fees during periods of long-term underperformance. 

 

5.12 As part of the annual Value for Members (“VfM”) assessment, the Trustee reviews the DC investment 
manager fees. This review includes peer group comparison where fees are compared against those paid 
by other schemes based on each underlying fund’s region, asset class, fund management style and the 
size of assets under management. 

 
Portfolio Turnover Costs 

 
5.13 The Trustee does not currently actively monitor portfolio turnover costs within the DB Section of the 

Plan. As noted above, investment manager performance is evaluated net of fees and transaction costs, 
and where possible, performance objectives for investment managers are set on a net basis. In this way, 
managers are incentivised to keep portfolio turnover costs to the minimum required to meet or exceed 
their objectives. 
 

5.14 Within the DC section of the Plan, the Trustee reviews the transaction costs1 of the underlying funds and 
strategies on a quarterly basis and again as part of the annual Value for Members assessment. 

 
5.15 The Trustee will continue to monitor industry developments concerning the reporting of portfolio 

turnover costs and in particular the standardisation and benchmarking of cost reporting. 
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1 Costs incurred as a result of buying and / or selling assets. 
 

Manager Turnover 
 

5.16 The Trustee is a long-term investor and does not seek to change the investment arrangements on a 
frequent basis. For open-ended funds there is no set duration for the manager appointments. The 
Trustee will therefore retain an investment manager unless: 

 

 For the DB section, there is a strategic change to the overall strategy that no longer requires 
exposure to that asset class or manager; 

 
 For the DC section, the mandate is no longer considered to be optimal nor have a place in the 

default investment strategy or general fund range; 
 

 The manager appointed has been reviewed and the Trustee has decided to terminate the 
mandate. 

 
5.17    For closed-ended funds, the Plan is invested in a manager’s fund for the lifetime of the fund. At the 

time of appointment, the investment managers provided an indication of the expected investment 
duration of their funds and have the discretion to extend the lifetime of the fund in line with the fund’s 
governing documentation. In order to maintain a strategic allocation to an asset class, the Trustee may 
choose to stay with a manager in a new vintage of the fund or appoint a different manager. 
 
DB Section 

 
6. Objectives and Policy 

 

6.1 The Trustee has set the following long-term investment objectives in relation to the DB Section: 
 

 The acquisition of suitable assets of appropriate liquidity that will generate income and capital 
growth to meet, together with any new contributions from the Company, the cost of current 
benefits that the Plan provides. 

 

 To limit the risk of the assets failing to meet the liabilities, both over the long term and on a shorter 
term basis. 

 
6.2 The objectives set out above and the risks and other factors referenced in this Statement are those that 

the Trustee determines to be financially material considerations in relation to the DB Section of the Plan. 
Reflecting these considerations, a high level strategic asset allocation has been set by the Trustee, 
having consulted the Company.  This is detailed in the IPID along with the rebalancing policy and full 
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details of the investment manager structure. 
 

7. Investment Strategy 
 

7.1 When reviewing the Plan’s investment strategy, the Trustee takes into account the long- term 
investment and funding objectives and as a result aims to balance the level of investment risk and 
required expected return within the investment strategy by investing in a diverse portfolio of “growth” 
assets, such as equities and other return seeking assets, and “matching” assets aiming to minimise the 
impact of changes in interest rates and inflation on the Plan’s funding level. 

 

7.2 The Trustee has set the following target allocations to growth and matching assets: 
 

Asset Class Current strategic asset allocation target (%) 
  Private equity 5.5 UK property 
  Global bonds  
  Global credit  
  Long-term UK core credit 94.5 
  Liability matching assets  

Cash  
Total 100.0 

 

7.3 The underlying allocations to the individual asset classes may vary over time. 
 

7.4 The Trustee has implemented a liability hedging policy to hedge a significant amount of the interest rate 
and inflation risks inherent in the Plan’s liabilities. 

 

7.5 The Trustee has also implemented a currency hedging policy to mitigate the increased risk associated 
with investing in overseas assets. 

 

8. Day to Day Management 
 

8.1 In general, the investment managers have discretion in the timing of realisations of investments and in 
considerations relating to the liquidity of those investments. The investment managers have 
responsibility for generating cash as instructed to do so by the Trustee as and when required for benefit 
payments and other expenses. 

 

8.2 The Trustee’s policy is that there should be sufficient secure investments in liquid or readily- realisable 
assets to meet short term cashflow requirements in the majority of foreseeable circumstances so that 
realisation of assets will not disrupt the Plan's overall investment policy. 

 

9. Risk Management 
 

9.1 The Trustee recognises a number of risks involved in the investment of the assets of the DB 
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Section and that the choice and allocation of investments can help to mitigate these  risks: 
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DC Section 

10. Overall Aims and Objectives 
 

The Trustee’s principal mission is to help DC Section members to maximise their retirement outcomes 
with an appropriate level of investment risk, by providing an appropriate investment framework which 
represents value for members and which is in line with recognised market “good practice”, taking into 
account guidance from the Pensions Regulator and other appropriate industry and regulatory bodies. 

 
10.1 In addition to the principal mission as stated above and the investment objectives below, the Trustee 

also aims to: 
 

 Ensure that the DC Section’s operational structure is sensible and cost effective. 
 

 Provide members with adequate tools and timely information to enable them to make informed 
contribution, investment and retirement decisions. 

 
11. Investment Objectives 

 
11.1 The Trustee has the following investment objectives related to the DC Section: 

 
 To offer suitable default investment strategies that are appropriate for the profile of defaulting 

members based on their expected risk tolerances and retirement objectives. 
 

 To offer a range of self-select investment options which are appropriate for the profile of most 
members. 

 
12. Investment Policies 

 
12.1 The Trustee recognises that the default investment strategy will not meet the needs of all members 

(who will have different personal preferences and retirement objectives) and as such, alternative 
investment options are available for members to choose from. This includes the Freestyle fund range. 
The Trustee's policy on investment return is to provide members with the ability to obtain a level of 
investment return commensurate with that achieved by the investment funds they select from the 
range of available offerings. 

 
12.2 The fund range and default investment strategy are reviewed on at least a triennial basis, the last review 

having taken place in 2019. The Trustee is planning to introduce changes to the Plan's investment 
arrangements in the fourth quarter of 2020. 

 
12.3 Members are currently offered a range of three Lifecycle investment strategies and 21 Freestyle funds 

(of which four funds are closed to new member elections). The fund range is comprehensive and offers 
exposure to a wide range of asset classes which offer different levels of risk and return, the balance 
between which can be selected by the member. These include but are not limited to: developed market 
equities, emerging market equities, real estate, listed infrastructure, pre-retirement funds, money 
market investments, gilts and index-linked gilts. Within the fund range, two multi-asset Funds, the 
Growth and Growth Plus Funds, are available to members and provide exposure to a diversified range of 
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asset classes (including commodities). The Trustee also makes available two ethical equity funds and is 
planning to introduce a sustainable equity fund in the fourth quarter of 2020. 

 
12.4 The Trustee notes that members’ investment needs change as they progress towards retirement age; 

hence offering Lifecycle investment strategies which switch a member's pension savings into Funds with 
a lower risk profile, as the member approaches their target retirement age.  These Lifecycle strategies 
are consistent with how members can access their pension savings at retirement. In the fourth quarter 
of 2020, a new Lifecycle strategy is expected to be introduced alongside new versions of the three 
existing Lifecycle strategies: 

 
 ‘Lifecycle Balanced 2020’ strategy, to be implemented as the new default investment strategy in 

the fourth quarter of 2020, aims to give members a 'balanced' investment strategy that 
incorporates a mixed annuity and drawdown target (in addition to the 25% cash target). 

 
 ‘Lifecycle to Annuity’ strategy. This is the Plan’s current default investment strategy and is aimed at 

members planning to take 25% of their defined contribution savings as tax- free cash on retirement, 
using the remainder to buy an annuity. This will remain the default investment strategy until the 
new ‘Lifecycle Balanced 2020’ strategy is made available. A new version of the 'Lifecycle to Annuity' 
strategy will be implemented in the fourth quarter of 2020 called ‘Lifecycle to Annuity 2020’ and 
this will be available for members on a self-select basis. 

 
 ‘Lifecycle to Lump Sum’ strategy. This strategy is aimed at members targeting a lump sum cash 

withdrawal at retirement. A new version of this strategy will be introduced in the fourth quarter of 
2020 called ‘Lifecycle to Lump Sum 2020’. 

 
 ‘Lifecycle to Drawdown’ strategy. This strategy is aimed at members who intend to take 25% of 

their defined contribution savings as tax-free cash on retirement, leaving the remainder invested 
for growth while they draw an income during retirement. A new version of this strategy will also be 
introduced in the fourth quarter of 2020 called ‘Lifecycle to Drawdown 2020’. 

 

More details regarding these Lifecycle investment strategies can be found in the IPID. 

12.5 The Trustee is conscious of the impact of management fees on the ultimate value of a member’s 
pension fund. The Trustee believes that both actively and passively managed funds can add value for 
members and therefore has opted for a Fund Range centred around passive management, but with the 
ability to use active or smart beta products where it is deemed appropriate and cost effective to do so. 

 

12.6 In determining which investment options to make available, the Trustee with advice from its 
Investment Consultant, has considered the investment risk associated with DC pension investment. 
This risk can be defined as the uncertainty over the ultimate amount of savings available on retirement. 
A number of factors contribute to this uncertainty, some of which (such as the amount of contributions 
paid and the length of time these contributions are invested) cannot be managed by the investment 
options made available to members. The list below is not exhaustive but covers the main risks that the 
Trustee considers and how they are managed: 
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12.7 The objectives set out above and the risks and other factors referenced in this Statement are those that 
the Trustee considers to be financially material considerations in relation to the DC Section as a whole. 
The Trustee believes that the appropriate time horizon within which to assess these considerations 
should be viewed at the member level. This will be dependent on the member’s age and when they 
expect to retire. 

 

DC Section – Default Investment Strategy 

 
13. Aims and Objectives 

 

13.1 The Trustee recognises that not all members will make investment decisions and as such the Trustee 
believes that it is appropriate to offer a default investment strategy. 

 

13.2 The Trustee has selected the 'Lifecycle Balanced 2020' strategy as the future default investment strategy 
for DC members of the Plan and this is expected to be available from the fourth quarter of 2020. This 
strategy aims to give members a 'balanced' investment strategy that incorporates a mixed annuity and 
drawdown target (in addition to the 25% cash target). 
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13.3 The Lifecycle to Annuity strategy will remain the default investment strategy until the new ‘Lifecycle 

Balanced 2020’ strategy is made available to members. 
 

13.4 These objectives are in addition to the Overall Aims and Objectives and Investment Objectives stated for 
the general DC Section. 

 
14. Investment Policies 

 

14.1 The default investment strategy is designed after careful analysis of the membership demographic and 
other characteristics in order to offer a suitable approach that is tailored, insofar as is practical, to the 
needs of the Plan’s members. The Trustee will review the default investment strategy regularly, at least 
triennially or after significant changes to the Plan’s demographic profile. 

 

14.2 A range of asset classes are included within the default investment strategy including: developed market 
equities, emerging market equities, multi-asset funds, pre-retirement funds and money market 
investments. 

 

14.3 The Trustee, with advice from its Investment Consultant, considers the trade-off between risk and 
expected returns. The default investment strategy balances between different kinds of investments to 
ensure that the expected amount of risk (and commensurately the expected return) is appropriate given 
the age of the member and their expected retirement date. The Lifecycle approach reflects that 
members’ investment needs change as they progress towards retirement age by reducing the 
investment risk. 

 

14.4 The Trustee has considered the investment risk associated with DC pension investment. This risk can be 
defined as the uncertainty over the ultimate amount of savings available on retirement. A number of 
factors contribute to this uncertainty some of which (such as the amount of contributions paid and the 
length of time these contributions are invested) cannot be managed by the investment strategies made 
available to members. The specific risks pertaining to the default investment strategy are identified in 
the table in 12.6. 

 

14.5 The objectives set out above and the risks and other factors referenced in this Statement are those that 
the Trustee considers to be financially material considerations in relation to the default investment 
strategy. The Trustee believes that the appropriate time horizon within which to assess these 
considerations should be viewed at the member level. This will be dependent on the member’s age and 
when they expect to retire. 

 

15. Members’ Best Interests 
 

The Trustee will carry out regular assessments (at least triennially or following any significant change in 
membership) not only of the performance of the default investment strategy, but also of its design to 
ensure that it continues to remain appropriate for the membership profile. This is in addition to more 
regular performance monitoring, which is expected to take place quarterly. The Trustee strives to ensure 
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the strategy evolves in line with the Plan’s membership characteristics in order to ensure that assets are 
invested in the best interests of the members. 

DC Section – Legacy Default Investment Strategies 
 

16. Aims and Objectives 
 

16.1 The Trustee operates a number of legacy default investment strategies2 which are no longer 
available as new options within the Plan. Members close to retirement, and hybrid 
members, were allowed to remain invested in older default investment strategies and may 
also increase their allocations to said strategies. These strategies target the purchase of an 
annuity and reduce investment risk as a member’s retirement date approaches. 

 

16.2 These objectives are in addition to the Overall Aims and Objectives and Investment 
Objectives stated for the general DC Section. 

 
17. Investment Policies 

 

17.1 The legacy default investment strategies are designed after careful analysis of the 
membership demographic and other characteristics in order to offer a suitable approach 
that is tailored, insofar as is practical, to the needs of the Plan’s members. The Trustee will 
review the legacy default investment strategies regularly, at least triennially or after 
significant changes to the Plan’s demographic profile. 

 

17.2 A range of asset classes are included within the legacy default investment strategies 
including: developed market equities, emerging market equities, gilts, multi-asset funds, pre- 
retirement funds and money market investments. 

 

17.3 The Trustee, with advice from its Investment Consultant, considers the trade-off between 
risk and expected returns. These legacy default investment strategies balance between 
different kinds of investments to ensure that the expected amount of risk (and 
commensurately the expected return) is appropriate given the age of the member and their 
expected retirement date. The Lifecycle/Lifestyle approach reflects that members’ 
investment needs change as they progress towards retirement age by reducing the 
investment risk. 

 

17.4 The Trustee has considered the investment risk associated with DC pension investment. This 
risk can be defined as the uncertainty over the ultimate amount of savings available on 
retirement. A number of factors contribute to this uncertainty some of which (such as the 
amount of contributions paid and the length of time these contributions are invested) 
cannot be managed by the investment strategy made available to members. The specific 
risks pertaining to the legacy default investment strategies are identified in the table in 12.6. 

 

2 These are Lifecycle 2012, Lifecycle Plus 2012, Lifestyle 2002, Lifestyle 1997 and Lifestyle 1997 (Data Science Limited 
members only) as set out in the IPID. 
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17.5 The objectives set out above and the risks and other factors referenced in this Statement are 
those that the Trustee considers to be financially material considerations in relation to the 
legacy default investment strategies. The Trustee believes that the appropriate time horizon 
within which to assess these considerations should be viewed at the member level. This will 
be dependent on the member’s age and when they expect to retire. 

 

18. Members’ Best Interests 
 

18.1 The Trustee will carry out regular assessments (at least triennially or following any significant 
change in membership) not only of the performance of the legacy default investment 
strategies, but also of their design to ensure that they continue to remain appropriate for 
the membership profile.  This is in addition to more regular performance monitoring, which 
is expected to take place quarterly. 

 
DC Section - Additional Default Arrangements 
 

19. Additional Default Arrangements 
 

19.1 In accordance with the Occupational Pension Schemes (Charges and Governance) Regulations 
2015, the Trustee has identified the investment options listed in the table below as ‘default 
arrangements’ (as defined by these regulations). These have been identified as ‘default 
arrangements’ as members’ contributions have or are planned to be automatically directed 
to these arrangements without members having instructed the Trustee where their 
contributions are to be invested; this is due to historic fund mapping exercises and is further 
explained in the table below. The performance of these funds are monitored on a quarterly 
basis, with a strategic review being carried out at least triennially. 
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20. Aims and Objectives 
 

20.1 The aims and objectives in respect of these additional ‘default arrangements’ are 
summarised in the table below. These objectives are in addition to the Overall Aims and 
Objectives and Investment Objectives stated for the general DC Section. 
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21. Investment Policies 

 
21.1 The Trustee, with advice from its Investment Consultant, considers the trade-off between risk 

and expected returns. The additional 'default arrangements' were created due to mapping 
exercises completed by the Trustee. As part of any mapping exercise, the Trustee considers 
the appropriateness of the 'default arrangement' to ensure that the expected amount of risk 
(and commensurately the expected return) is appropriate given the age of the member and 
their expected retirement date. 

 
21.2 The Trustee has considered the investment risk associated with DC pension investment. This 

risk can be defined as the uncertainty over the ultimate amount of savings available on 
retirement. A number of factors contribute to this uncertainty some of which (such as the 
amount of contributions paid and the length of time these contributions are invested) cannot 
be managed by the investment strategies made available to members. The specific risks 
pertaining to the additional default arrangements are identified in the table in 12.6. 

 
21.3 The objectives set out above and the risks and other factors referenced in this Statement are 

those that the Trustee considers to be financially material considerations in relation to the 
additional default arrangements. The Trustee believes that the appropriate time horizon 
within which to assess these considerations should be viewed at the member level. This will 
be dependent on the member’s age and when they expect to retire. 
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22. Members’ Best Interests 

 

22.1 The Trustee will carry out regular assessments (at least triennially or following any significant 
change in membership) of the additional default arrangements to ensure that they continue 
to remain appropriate for the membership profile. This is in addition to more regular 
performance monitoring, which is expected to take place more regularly. The Trustee strives 
to ensure the Plan's arrangements evolve in line with the Plan's membership characteristics 
in order to ensire that assets are invested in the best interests of the members. 

 
 
 

SIGNED FOR THE TRUSTEE by M Griffiths, Pensions Trust Manager & Company Secretary 
 
 
 
 DATED : 10th SEPTEMBER 2020
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This document sets out the detailed day-to-day implementation of the investment policy of The IBM 

Pension Plan ("the Plan") as determined by the Plan's Trustee and delegated to the Defined Benefit 

("DB") and Defined Contribution ("DC") Investment Committees ("the ICs"). It should be read in 

conjunction with the Plan's Statement of Investment Principles ("SIP"), which outlines the broader 

framework of the principles governing decisions about investment of the Plan's assets. 

 

Schedules 
 
Schedule A  Current DB Investment Strategy 
 
Schedule B  Day to day management of DB assets 
 
Schedule C  DC and Additional Contributions (AVCs & ASCs) 
 
 
This document is amended as necessary by the Trustee, to reflect any changes to the Plan's investment 
arrangements. 
 
August 2020 
 
 
 
SIGNED FOR THE TRUSTEE by M Griffiths, Pensions Trust Manager & Company Secretary. 
 
 
 
DATED: 10th September 2020 
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Schedule A 

Current DB Investment Strategy 

Asset Allocation Policy 

The Trustee has set the asset allocation below as the target appropriate to meet the Plan’s 
objectives and control the investment risks identified in the SIP. 

The Plan’s target investment strategy is kept under review periodically, with a full review 
expected alongside each triennial actuarial valuation. 

Asset Class Current Target Allocation (%) 
Growth Assets 5.5 
Private equity 2.5 
UK property 3.0 
Matching Assets 94.5 
Global bonds 3.5 
Global credit 3.5 
Long-term UK core credit 25.0 
Liability matching assets 60.5 
Cash 2.0 
Total 100.0 

 

The Plan’s actual asset allocation may differ from the target allocation primarily due to the 
impact of market movements and / or the time taken to implement changes or build up 
(or wind down) allocations to specific asset classes, for example private equity and UK 
property. The Trustee is comfortable with some level of divergence from the current 
target allocation and will review such divergence from time to time to ensure that the asset 
allocation remains suitable for the Plan, whilst still allowing the investment managers 
sufficient flexibility to seek out-performance against their benchmarks. 
 
Rebalancing Policy 

The IC will typically seek to rebalance back towards the target allocation should the 
rebalancing ranges outlined below be breached. Where the IC decides to deviate from 
this policy, for example where exceptional market conditions prevail, the reasons for such 
deviation will be documented. The rebalancing policy is currently being reviewed and will 
be updated as required. 

Allocation Rebalancing range around target 
allocation * 

Growth / matching asset split +/-3% 
Individual asset class (target allocation of 
more than 10%) 

+/-3% 
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Individual asset class (target allocation of  
10% or less) 

+/-2% 

* Excluding UK property and private equity. 
 
Currency Hedging Policy 
 

In order to mitigate the increased risk associated with investing in overseas assets, a 
currency hedging program has been put in place. Overseas currency exposure across all 
investments is assessed periodically and the IC aims to set the currency hedge at a level 
which limits the overall unhedged currency exposure to a maximum of 10% of the Plan’s 
total assets. 

Liability Hedging Policy 

 

The Trustee has agreed to target a 105% interest rate and inflation liability hedge ratio on 
a gilts +0.5% p.a. basis. In order to achieve this, the Trustee allows the liability hedging 
("LDI") manager to use leverage to achieve the desired level of hedging in a cost effective 
manner. The day-to-day monitoring of counterparty risk is delegated to the LDI manager 
but is subject to the limits on counterparty exposure and creditworthiness agreed 
between the Trustee and the LDI manager. 

Schedule B 

 
Day-to-Day Management of Assets 

 
Details of the Plan’s current holdings, including the managers, vehicles, investment 
approach and benchmarks are set out in the table below. 



IBM Pension Plan 2020 Annual Report 
Investment Policy Implementation Document – August 2020 

113 

 

 

The Trustee has considered and is comfortable with the guidelines and restrictions of each of 
the mandates in which the Plan invests in.

 

Unless expressly agreed in writing by the Trustee, the investment managers of segregated
assets are not permitted to borrow money (or to act as guarantors in respect of the obligations 
of another person) where the borrowing is liable to be repaid (or liability under a guarantee 
is liable to be satisfied) out of the assets of the Plan; this does not preclude borrowing made 
only for the purpose of providing liquidity for the Plan and on a temporary basis. Nor does it 
preclude investment in leveraged pooled funds, providing the Trustee is comfortable with the 
maximum leverage allowed under the strategy. Some short-term borrowing for settlement is 
also allowed, but is strictly limited and for the purpose of trade settlement only (which is 
standard practice in investment management). 
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Custodian 
 

The Trustee has appointed Northern Trust as global custodian of the Plan’s segregated assets. 
For the Plan’s pooled fund investments, the Trustee has no direct ownership of the underlying 
assets within the pooled funds. The policies, proposal forms, prospectuses and related 
principles of operation set out the terms on which the assets are managed. The safekeeping 
of the assets within the pooled funds is performed on behalf of the representative investment 
managers by custodian banks specifically appointed to undertake this function and whose 
appointment is reviewed at regular intervals by the managers. 

 
Performance Measurement 

The Trustee uses the services of an independent performance measurement company 
(currently the Plan’s global custodian) to assess the managers’ performance relative to the 
benchmark returns. The Trustee reviews this on a regular basis along with consideration 
versus outperformance targets. 

 

Schedule C 

DB and Additional Contributions (AVCs and ASCs) 

The Plan’s DC and AVC/ASC arrangements are managed by Legal & General Investment 
Management Limited (“LGIM”). 

 
There are currently three Lifecycle investment strategies in place for members to choose 
from, targeting either annuity (the current default investment strategy), income 
drawdown, or cash. There are also five legacy Lifecycle / Lifestyle investment strategies. 
Each member’s circumstances are unique and as such how they will take their retirement 
benefits will differ depending on those circumstances. The legacy default Lifecycle / Lifestyle 
investment strategies are no longer open to new members; however, members close to 
retirement, and hybrid members, may remain invested in these strategies and can opt to 
increase their allocations. 

 
Following a review of the Plan’s DC and AVC arrangements in 2019, the Trustee is planning 
to introduce four new Lifecycle strategies in the fourth quarter of 2020. As part of this, the 
current default investment strategy will be replaced with a Lifecycle strategy targeting a 
combination of annuity, drawdown, and cash which will give members more flexibility at 
retirement. Once the new Lifecycle arrangements are available, the current Lifecycle 
strategies will be closed to new members. 
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There is also a range of self-select Freestyle funds for members to choose and from the 
fourth quarter of 2020, the Trustee is planning to introduce a sustainable equity fund option 
to the fund range. 

 

Lifecycle Balanced 2020 (expected to be available from the fourth quarter of 2020) 

The Lifecycle Balanced 2020 strategy will be the new default investment strategy and is 
designed to give members a 'balanced' investment strategy that incorporates a mixed 
annuity and drawdown target (in addition to the 25% cash target). There is a 100% 
allocation to the All World Equity Index Fund until 25 years to retirement, at which point 
funds are progressively switched to the Growth Plus Fund over the next 5 years. At 8 years 
to retirement, the Pre-Retirement and the Growth Funds are introduced. At 3 years to 
retirement the Money Fund is introduced with the final allocation being 37.5% to both the 
Pre-Retirement Fund and Growth Fund, and 25% to the Money Fund.

 
Actual switches are undertaken on a quarterly basis, 3 months before the time points shown 
in the chart below. 
 

 
Lifecycle to Annuity 2020 (expected to be available from the fourth quarter of 2020)
 

The Lifecycle to Annuity 2020 strategy is designed for members who intend to take 25% of 
their DC benefits as tax free cash and use the remainder to purchase an annuity at 
retirement. There is a 100% allocation to the All World Equity Index Fund until 25 years to 
retirement. Then between 25- 20 years from retirement, funds are progressively switched 
to the Growth Plus Fund. The Pre- Retirement and Money Funds are introduced at 8 and 3 
years to retirement respectively. At retirement, there is a 75% and 25% allocation to the 
Pre-Retirement Fund and Money Fund respectively.  
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Actual switches are undertaken on a quarterly basis, 3 months before the time points shown 
in the chart below. 

 
 
 
 
 
 
Lifecycle to Lump Sum 2020 (expected to be available from the fourth quarter of 2020) 
 
The Lifecycle to Lump Sum 2020 strategy is designed for members who will take their 
benefits via cash at retirement. There is a 100% allocation to the All World Equity Index 
Fund until 25 years to retirement. Then between 25-20 years from retirement, funds are 
progressively switched to the Growth Plus Fund. At 8 years to retirement, the Money Fund 
starts to be introduced targeting a final 100% allocation to the Money Fund at retirement.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below.
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Lifecycle to Drawdown 2020 (expected to be available from the fourth quarter of 2020) 

The Lifecycle to Drawdown 2020 strategy targets an allocation which aims to provide a 
suitable retirement position for members wishing to transfer into a flexi-access income 
drawdown product at retirement. There is a 100% allocation to the All World Equity Index 
Fund until 25 years to retirement. Then between 25-20 years from retirement funds are 
progressively switched to the Growth Plus Fund. At 8 and 3 years from retirement the 
Growth Fund and Money Fund start to be introduced, targeting final allocations of 75% and 
25% respectively.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 
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Lifecycle to Annuity (Current Default Investment Strategy)* 

The Lifecycle to Annuity strategy targets an allocation which aims to provide a suitable 
position for members wishing to purchase an annuity at retirement and take their tax-free 
pension commencement lump sum. There is a 100% allocation to the All World Equity Index 
Fund, then between 25-20 years from retirement, funds are switched to the Growth Plus 
Fund. At 15 years, the Growth Fund starts to be added and then at 5 and 3 years from 
retirement, the Pre-Retirement and the Money Funds are introduced with final targets on 
retirement of 19%, 56% and 25% respectively.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 

 

 

Lifecycle to Lump Sum*

The Lifecycle to Lump Sum strategy aims to provide a suitable match for a member who is 
targeting taking cash as a lump sum at retirement. The strategy is 100% invested in the 
Growth Plus Fund until 20 years from retirement, then between 20-10 years from 
retirement the funds are progressively switched to the Growth Fund. From 3 years from 
retirement, funds are gradually switched to the Money Fund with a final allocation of 75% 
invested in the Money Fund and 25% in the Growth Fund. This strategy seeks to provide a 
compromise between additional returns from growth assets and the capital preserving 
characteristics of cash, particularly in the years immediately prior to retirement.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 
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Lifecycle to Drawdown*

The Lifecycle to Drawdown strategy targets an allocation which aims to provide a suitable 
retirement position for members wishing to transfer into a flexi-access income drawdown 
product at retirement. The mix between different asset types is varied according to each 
member’s years remaining to their Target Retirement Date. The objective is to achieve 
growth through investment in the All World Equity Index Fund. Then between 25-20 years 
from retirement funds are progressively switched to the Growth Plus Fund. At 5 and 3 years 
from retirement the Growth Fund and Money Funds start to be introduced targeting final 
allocations of 30% and 25% respectively, with the balance of 45% remaining invested in the 
Growth Plus Fund.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points shown 
in the chart below. 
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Lifecycle 2012** 

There is a 100% allocation to the All World Equity Index Fund until 25 years from retirement 
at which point funds are progressively switched to the Growth Plus Fund over the next 5 
years. At 15 years from retirement, the Growth Fund is added and then at 5 and 3 years 
from retirement, the Pre- Retirement and Money Funds are gradually introduced with final 
allocations of 75% and 25% respectively.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 

 

Lifecycle Plus 2012** 

There is a 100% allocation to the All World Equity Index Fund until 25 years from retirement 
at which point funds are progressively switched to the Growth Plus Fund over the next 5 
years. At 5 and 3 years from retirement, the Pre-Retirement and Money Funds are gradually 
introduced with final allocations of 75% and 25% respectively.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 
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Lifestyle 2002**

There is a 100% allocation to the Global Equity Fixed Weights (60:40) Index Fund until 5 years 
from retirement at which point the Annuity Protection Fund is introduced. The Money Fund 
is then introduced at 3 years to retirement with exposure progressively increased until final 
allocations of 75% and 25% respectively are achieved.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below. 

 

Lifestyle 1997**

There is a 100% allocation to the Global Equity (70:30) Index Fund until 10 years from 
retirement at which point the Over 15 Year Gilts Fund is introduced. The Money Fund is 
then introduced at 5 years to retirement with exposure progressively increased until final 
allocations of 75% and 25% are achieved respectively.  

Actual switches are undertaken on a quarterly basis, 3 months before the time points 
shown in the chart below.
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Lifestyle 1997 (Data Science Limited members only)**

There is a 100% allocation to the Global Equity (70:30) Index Fund until 10 years from 
retirement at which point the Over 15 Year Gilts Fund and the Money Fund are introduced. 
Exposure is progressively increased until final allocations of 80% and 20% are achieved 
respectively. Switches are undertaken quarterly. 

 
* Will be closed to new members once the new Lifecycle arrangements become available (expected to be the 
fourth quarter of 2020). 
** Closed to new members.
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Freestyle Fund Range

Some of the individual funds listed under the Freestyle Fund Range are used as building 
blocks for the Lifecycle and Lifestyle investment strategies. Descriptions of the Freestyle 
Funds are shown below. 
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