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The Snap-on Tools Limited Pension and Benefits Plan (the ‘Plan’) 
Annual Chair’s Statement 

 
Plan year-ended 30 April 2022 

Regulations effective from 6th April 2015 require the Trustees to prepare a statement 
showing how they have met certain minimum governance standards in relation to the Plan’s 
defined contribution benefits. These standards cover four principal areas namely: 
 

- The default investment arrangement; 
- Core financial transactions; 
- Value from member borne deductions and 
- The Trustees’ knowledge and understanding. 

 
As Chair of Trustees, it is my pleasure to report to you on how the Trustees have embedded 
these minimum standards over the period 1 May 2021 to 30 April 2022.  
 
 
The investment arrangements 

The Trustees are responsible for setting the Plan’s investment strategy and for appointing 
investment managers to carry out that strategy. They must also establish a default 
investment arrangement for members who do not select their own investment options from 
the fund range that is available.  
 
The Plan’s investment platform is held through Legal and General (L&G). The current default 
fund for all DC members of the Plan is the Legal & General Cash Lifestyle. The L&G Multi-
Asset fund adopts a lifestyle approach to manage risk throughout a member’s lifetime in the 
Plan until three years prior to the member’s selected retirement date, at which point a 
member’s pension pot will gradually be moved into the L&G Cash fund so that at a 
members’ selected retirement age 100% of a member’s assets will be invested in the L&G 
Cash fund. 
 
The structure of the default in shown in more detail below: 
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The Trustees undertake a holistic and strategic review of the Plan’s investment 
arrangements periodically.  Ad hoc reviews of strategy and/or investment policy are also 
undertaken in the event of significant legislative, market or member demographic changes.  
 
The last strategic review of the default investment strategy was undertaken and completed 
in March 2020 to ensure the Trustees offer members access to a default option, appropriate 
investment strategies, funds and options to consolidate assets in an appropriate range of 
funds, taking account of the type of membership.  
 
The investment review that was undertaken included a review of the default strategy and 
performance of the default arrangement. It covered the following: 
 

 Analysis of the membership 
 Consideration of market trends 
 Review of the objective for the default, including the growth phase and at retirement 

portfolios 
 Review of the switching period. 

 
Given the membership of the Plan will retire with Defined Benefit (“DB”) retirement benefits 
as the bulk of their retirement pot, it is likely that most members will use their savings from 
this Plan as a means of drawing tax free cash to supplement any retirement income from 
the DB section. The DC section of the Plan is not used for automatic enrolment purposes but 
there is active membership. The outcome of the review confirmed this position and the 
Trustees agreed to maintain the current default investment strategy as it still aligns with the 
current membership profile and performance remains consistent with the aims and 
objectives of the Statement of Investment Principles.  
 
The Plan also holds Additional Voluntary Contribution (AVC) assets with Prudential via a 
With-Profits fund, which is closed to future contributions.  
 
The Trustees’ Statement of Investment Principles (SIP) dated August 2020, which includes 
the principles in relation to the Plan’s default investment arrangement, is attached to this 
statement. This covers our aims and objectives in relation to the default investment 
arrangement as well as our policies in relation to matters such as risk and diversification. It 
also states why we believe that the default investment arrangement is designed in 
members’ best interests. Following the review referred to above, and the ongoing review of 
the performance of the Plan’s default investment strategy, we believe the performance is 
consistent with the aims and objectives outlined in the SIP. 
 
 
Requirements for processing financial transactions 
As required by the Administration Regulations, the Trustee must ensure that “core financial 
transactions” are processed promptly and accurately. Core financial transactions are 
(broadly): 
 

- Investment of contributions made to the Plan by members and their employer; 
- Transfer of members’ assets into and out of the Plan; 
- Switches of members’ investments between different funds within the Plan; and 
- Payments from the Plan to, or in respect of, members (e.g. payment of death 

benefits).   
 
The Trustees monitor the extent to which the Plan’s core financial transactions are 
processed promptly and accurately through the receipt of reports from L&G. 
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The Trustees recognise the importance of processing financial transactions promptly and 
accurately as failure to do so may have an adverse effect on member outcomes and 
may result in members disengaging with the Plan.  

The Plan’s administration is outsourced to L&G. Service levels and timescales have been 
agreed for the processing of all member-related services, including core financial functions 
such as investment switches and benefit payments. The Trustees have a service level 
agreement (“SLA”) in place with the administrator, which covers the accuracy and 
timeliness of all core transactions. A report is received at least annually from L&G that 
references the SLA in place and the performance of core financial transactions against SLA. 

L&G operate a workflow system, which allows work requests with SLAs to allow improved 
flexibility for creating reports and also being able to drill down to specific work requests, 
teams and individuals, to measure and monitor their performance. This workflow system 
enables L&G to produce regular dashboards, which, using RAG (Red, Amber, Green) status 
reporting will provide this information at individual task level. L&G’s quality assurance team 
uses the workflow system to ensure that quality standards are met and maintained. 
 
The L&G report for the year ending 31 March 2022 shows service in a number of areas 
related to core financial transactions (figures as at 30 April were unavailable). 100% of 
cases related to core financial transactions were achieved within SLA, which the Trustees 
have deemed to be satisfactory in so much as core financial transactions have been 
processed promptly and accurately.  
Prudential perform administration services in relation to the Prudential With-Profits fund. 
There are no active members invested in this fund. 
 
The Trustees will continue to monitor administration service and are aware of the escalation 
points if service falls below expectations. 
 
 
Value from member borne deductions 

The Trustees are required to report on the charges and transaction costs for the 
investments used in the default arrangement as well as the wider fund choice available, and 
assess the extent to which the charges and costs represent good value for members. When 
preparing this statement, the Trustees have taken account of statutory guidance when 
producing this section. 
 
The total charges payable will vary depending on the stage that each member has reached 
in the default arrangement’s growth and de-risking phase.  The Annual Management 
Charges (“AMCs”) and Total Expense Ratios (“TERs”) applicable to each of the Plan’s funds 
that are available to members are detailed below: 
 
Default arrangement 
Manager Fund AMC (% p.a.) TER (% p.a.) 
Legal & General 
(L&G) 

Cash Fund 0.35 0.44 
Multi-Asset Fund 0.35 0.48 

These funds are also available to self-select 
 
Self-select funds 
Manager Fund AMC (% p.a.) TER (% p.a.) 
Legal & General 
(L&G) 

UK Equity Fund 0.35 0.45 
Retirement Income 
Multi Asset Fund 

0.35 0.66 

All Stocks Index Linked 
Gilts Index Fund 

0.35 0.43 

All Stocks Gilts Index 0.35 0.43 
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Fund 
Global Equity Market 
Weights (30:70) Index 
Fund 75% GBP 
Currency Hedged Fund 

0.35 0.49 

 
AVCs 
Manager Fund AMC (% p.a.) TER (% p.a.) 
Prudential With-Profits Fund No explicit 

charges 
No explicit 
charges 

 
Source: L&G, Prudential 
 
The charges provided in the tables above have been provided by L&G as at 31 March 2022. 
The charges quoted are paid by members whilst invested in those funds. 
 
 
Transaction costs  
The charges referred to above do not include transaction costs. These are costs incurred by 
fund managers as a result of buying, selling, lending or borrowing investments. These costs 
are taken into account by the fund managers when calculating the unit price for each of the 
funds. The transaction costs shown are calculated on a methodology known as ‘slippage 
cost’. This compares the price of the stocks being traded when a transaction was executed 
with the price at which the transaction was requested. Market movements during any delay 
in transacting may be positive or negative and may also outweigh other explicit transaction 
costs. For this reason, overall transaction costs calculated on the slippage method can be 
negative as well as positive.  
 
When buying and selling investments, transaction charges are often applied to the funds 
being bought or sold. In the below table, we set out the transaction charges applied in the 
Plan’s default fund. 
 
Manager Fund Transaction Cost (% 

p.a.) 
Legal & General 
(L&G) 

Cash Fund 0.00 
Multi-Asset Fund 0.01 
UK Equity Fund 0.02 
Retirement Income Multi Asset 
Fund 

0.04 

All Stocks Index Linked Gilts 
Index Fund 

0.02 

All Stocks Gilts Index Fund 0.01 

Global Equity Market Weights 
(30:70) Index Fund 75% GBP 
Currency Hedged Fund 

0.03 

Prudential With-Profits Fund Data not available 

 
Source: L&G  
 
Transaction costs quoted in this statement were applicable as at 31 March 2022. Data from 
Prudential was requested but not available at the time of reporting. Transaction costs are 
paid by members. 
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Using the charges and transaction cost data provided by L&G, the Trustees have prepared 
an illustration detailing the impact of the costs and charges typically paid by a member of 
the Plan on their retirement savings pot. The statutory guidance provided has been 
considered when providing these examples. 
 
The below illustration has taken into account the following elements:  
─ Savings pot size;  
─ Contributions;  
─ Real terms investment return gross of costs and charges;  
─ Adjustment for the effect of costs and charges; and  
─ Time. 
 
Active member illustration (typical member): 
Projected Pot sizes in Today's Money     
  Lifestyle Option         

  Default Arrangement 

Most expensive fund: 
Retirement Income Multi 

Asset Cheapest fund: Cash 

Age 

Pot Size 
with no 
Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

54 £21,930 £21,930 £21,930 £21,930 £21,930 £21,930 
55 £22,330 £22,218 £22,345 £22,177 £21,601 £21,506 
60 £24,441 £23,713 £24,544 £23,457 £20,029 £19,506 
65 £24,973 £23,658 £26,958 £24,810 £18,571 £17,692 

 
Active member illustration (youngest member): 

Projected Pot sizes in Today's Money     
  Lifestyle Option         

  
Default 

Arrangement 

Most expensive 
fund: Retirement 

Income Multi Asset 
Cheapest fund: 

Cash 

Age 

Pot Size 
with no 
Charges 
Incurred 

Pot Size 
with 
Charges 
Incurred 

Pot Size 
with no 
Charges 
Incurred 

Pot Size 
with 
Charges 
Incurred 

Pot Size 
with no 
Charges 
Incurred 

Pot Size 
with 
Charges 
Incurred 

39 £18,060 £18,060 £18,060 £18,060 £18,060 £18,060 
40 £18,389 £18,297 £18,402 £18,264 £17,789 £17,711 
45 £20,128 £19,528 £20,212 £19,317 £16,494 £16,064 
50 £22,030 £20,843 £22,201 £20,432 £15,294 £14,570 
55 £24,113 £22,246 £24,384 £21,611 £14,181 £13,215 
60 £26,392 £23,743 £26,783 £22,857 £13,149 £11,986 
65 £26,968 £23,688 £29,418 £24,176 £12,192 £10,871 
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Deferred member illustration (typical member): 

Projected Pot sizes in Today's Money     
  Lifestyle Option         

  Default Arrangement 

Most expensive fund: 
Retirement Income Multi 

Asset Cheapest fund: Cash 

Age 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

55 £5,410 £5,410 £5,410 £5,410 £5,410 £5,410 
60 £5,921 £5,774 £5,942 £5,722 £5,016 £4,907 
65 £6,051 £5,761 £6,527 £6,052 £4,651 £4,450 

 

Deferred member illustration (youngest member): 

Projected Pot sizes in Today's Money     
  Lifestyle Option         

  Default Arrangement 

Most expensive fund: 
Retirement Income Multi 

Asset Cheapest fund: Cash 

Age 

Pot Size 
with no 
Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

Pot Size with 
no Charges 
Incurred 

Pot Size with 
Charges 
Incurred 

39 £5,420 £5,420 £5,420 £5,420 £5,420 £5,420 
40 £5,519 £5,491 £5,523 £5,481 £5,339 £5,315 
45 £6,040 £5,861 £6,066 £5,797 £4,950 £4,821 
50 £6,611 £6,255 £6,663 £6,132 £4,590 £4,373 
55 £7,236 £6,676 £7,318 £6,486 £4,256 £3,966 
60 £7,921 £7,126 £8,038 £6,860 £3,946 £3,597 
65 £8,093 £7,109 £8,829 £7,256 £3,659 £3,262 

 

Notes: 

1. Projected pension pot values are shown in today’s terms and do not need to be reduced 
further for the effect of future inflation. 

2. Inflation is assumed to be 2.5% each year. 
3. For active members, the starting pot size is assumed to be £18,060 for the youngest 

member and £21,950 for the typical member; this is representative of the average for 
the Plan. 

4. For deferred members, the starting pot size is assumed to be £5,420 for the youngest 
member and £5,410 for the typical member; this is representative of the average for the 
Plan. 
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5. For active members, salary is assumed to be £33,000 p.a. for the youngest member and 
£33,000 p.a. for the typical member. Future salary increases are assumed to be zero in 
real (inflation-adjusted) terms. 

6. For active members, total contributions are assumed at 3% of salary each year. No 
contributions are assumed for deferred members. 

7. Values shown are estimates using long-term expected rates of return, and understate 
the level of market volatility experienced. These outcomes are not guaranteed. 

8. For the default arrangement, which is a lifestyle strategy, the projections take into 
account the changing proportion invested in the different underlying funds over time and 
the growth rates may be a blend of those shown below where there is a blend of 
different asset classes. 

9. The projected growth rates (including inflation) for each fund are as follows and use the 
same underlying assumptions as the Statutory Money Purchase Illustration assumptions 
plus any transaction costs: 
─ LGIM UK Equity Index: 4.3% 
─ LGIM Global Equity Market Weights 30:70 Index: 5.0% 
─ LGIM Multi Asset: 4.3% 
─ LGIM All Stocks Index Linked Gilt Index: 1.0% 
─ LGIM All Stocks Gilts Index: 1.0% 
─ LGIM Cash: 1.0% 
─ LGIM Retirement Income Multi Asset: 4.3% 

 
10. Fund charges consist of Total Expense Ratios and Transaction Charges. 
 

The Trustees acknowledge the requirement to publish these illustrations on a website and 
this Chair’s Statement with the charge illustrations above will be available on a website. The 
2021 benefit statements will include the web address.    

 
Value for Money 
 
The Trustees are required to undertake a review of the charges and transaction costs 
incurred by members in order to ascertain whether or not they represent good value for 
members, relative to peers and alternative arrangements that are available. 
 
The Trustees with support from their advisors, Mercer Ltd, has undertaken a value for 
members’ assessment for the year ending 31 March 2022. This was undertaken at this date 
rather than the Plan year end of 30 April 2022, due to the availability of fund performance 
data. The assessment covered the following aspects: 

 Investment charges for the default and self-select funds, when benchmarked against 
comparable funds; 

 Net of fees investment performance; and 
 Investment fund range and ratings. 

 
The Trustees concluded that the Plan’s overall benefits and options represent reasonable 
value for money. The Trustees note that the costs payable by members for some of the 
funds in the available fund range do not represent good value for money from a price 
perspective when compared against peers. However, the growth fund of the default strategy 
is considered to be competitive from a price perspective.  
 
The reasons underpinning this conclusion include: 

 Charges on a number of funds have been assessed by our advisors as comparing 
unfavourably with those of peer funds. 

 The funds used by the Plan are however highly rated by Mercer Ltd as having good 
prospects of achieving their risk and return objectives. 
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 The performance of the Plan’s funds over the 3 years to 31 March 2022 compare 
favourably relative to their benchmark or objective. 

 The transaction costs provided appear to be reflective of costs expected of the 
various asset classes and markets that the Plan invests in, noting that there are 
limitations on how these can be benchmarked at the current time. 

 
The Trustees will consider any next steps as a result of the Value for Member’s assessment.  

 
The Plan’s assets also include with-profits policies with Prudential. By their nature, the 
charging structure of with-profits policies is not transparent. The Trustees remain of the 
view that there is limited value in undertaking a market review of price and performance.   
 
 
Trustee Knowledge and Understanding 

The Trustees are required to maintain an appropriate level of knowledge and understanding 
which, together with the professional advice that is available to them, enables them to 
properly exercise their functions and duties in relation to the Plan. In addition, the Trustees 
receive advice and recommendations on investment and other issues from Mercer Limited. 
The Trustees receive advice from their advisers on new issues that require Trustee 
decisions. 
 
There were a number of changes to the group of Trustees in this and the prior Plan year. 
 
The Chair and the new members have been directed to The Pension Regulator’s Toolkit in 
order to acquire the necessary knowledge to support them in fulfilling their duties. All 
Trustees have completed the Toolkit, including the latest module on ‘Pension Scams’ 
 
During the course of the Plan year, the Trustees have also received training related to the 
following topics: 

 The Pension Regulator’s annual funding statement 2021 – 14 July 2021 
 Trustee Induction Training – 6 August 2021 
 DC - value for money and chairs statement – 14 October 2021 

 
The Trustees have a working knowledge of the Plan’s Trust Deed & Rules and Plan 
documents. The trustees have sufficient knowledge and understanding of the law relating to 
pensions and trusts and of the relevant principles relating to the fund and investment of 
occupational pension schemes. The Trustees are conversant with Plan policies and other 
important documentation, such as investment and administration reports to assess whether 
the Plan is working effectively. The Trustees have a working knowledge of the SIP. 
 
The advisers provide the Trustees with updates and current topics in relation to DC schemes 
and the Trustees have taken action where needed.  
 
During the next Plan year, it is proposed that the Trustees undertake a knowledge gap 
analysis to determine further training requirements. This will include a plan to implement 
training to rectify any knowledge gaps. 
 
Taking into account the actions taken individually and as a group, the knowledge and 
experience of the Trustees, and the professional advice available to it, the Trustees consider 
they are able to exercise their responsibilities but are seeking continued development over 
the coming year, given the changes to the composition of the Trustee board. 
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Net investment returns 

The Occupational Pensions Plans (Administration, Investment, Charges and Governance) 
(Amendment) Regulations 2021 introduced new requirements for trustees of ‘relevant’ 
occupational pension schemes to calculate and publish the investment returns for the Plan’s 
default arrangements, any additional default arrangements and those self-select investment 
options in which members have invested, after taking account of transaction costs and 
charges. 
 
The following tables provide the net investment disclosures as at 31 March 2022. The 
Trustees have taken account of the statutory guidance when preparing these disclosures.  
 
 
 
(i) Default investment strategy  
Default strategy Annualised returns to 31 March 2022 

Age of member at start of period 1 year 5 years 

25 4.4 5.4 

45 4.4 5.4 

55 4.4 5.4 
Source: L&G. 
 
(ii) Self Select funds in which members were invested over the year to 31 March 2022 
 

Self Select funds 
Annualised returns to 31 March 2022 

1 year 5 years 

L&G (PMC) Global Equity Market Weights (30:70) 
Index Fund 11.9 9.4 

L&G (PMC) UK Equity Fund 13.0 4.8 

L&G (PMC) Multi-Asset 4.4 5.4 

L&G (PMC) Retirement Income Multi Asset 3.8 4.6 

L&G (PMC) All Stocks Index Linked Gilts Index 4.3 3.0 

L&G (PMC) All Stocks Gilts Index -5.5 0.4 

L&G (PMC) Cash 0.1 0.4 
Source: L&G. 
 
 
I confirm that the above Statement has been produced by the Trustees to the best of their 
knowledge. 
 
 
 Signature:  
 
  

Name:   
 
 

Date:     25/11/2022   

 

Mr D Johnston 



 
 

- 10 - 

Appendix: 
 

Snap-On SIP 
August 2020 (clean).pdf 
Statement of Investment Principles. 
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Snap-on Tools Limited Pension & Benefit Plan 

 
 

Statement of Investment Principles 
 
 

1. Introduction 

 The Trustees of the Snap-on Tools Limited Pension & Benefit Plan 

up this Statement of Investment Principles to comply with the 

requirements of the Pensions Act 1995 ) and subsequent legislation.  The 

Statement is intended to affirm the investment principles that govern decisions about the 

Plan   The Plan the principles set out in 

this Statement, are outlined in the Investment Implementation I , 

which is available to Plan members on request. 

The Trustees have obtained and considered written professional advice from Mercer Limited 

this 

meets the requirement of the Act and subsequent legislation.  In matters where the 

investment policy may affect the Plan

the Plan Actuary.  The Trustees will obtain similar advice whenever it reviews this 

Statement.   

The Trustees seek to maintain a good working relationship with the Principal Employer and 

will discuss any proposed changes to the Statement with the Principal Employer.  However, 

Plan

Principal Employer .   

The Trustees will review this Statement in response to any significant changes to any 

aspect of the Plan, its liabilities, finances and the attitude to risk of the Trustees and the 

Principal Employer that it judges to have a bearing on the Statement.  This review will occur 

no less frequently than triennially.   

2. Structure of the Plan 

The Plan . This 

Statement covers both the DB and DC Sections. 
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3. Asset Management 

3.1 Process for Choosing Investments 

The stewardship of the Plan  falls into the following three main 

areas of responsibility: 

i.  The strategic management of the assets, which is fundamentally the responsibility of the 

Trustees, acting on expert advice, and is driven by the investment objectives set out in 

Section 4 below. 

ii.  The day to day management of the assets, which is largely delegated to the Trustees  

selected investment managers. Details are outlined in Section 5 below, with full details 

in the IIPD. 

iii.  The ongoing measurement and monitoring of the performance of the appointed 

managers against predetermined benchmarks.  Again, this is the responsibility of the 

Trustees. 

Investment managers are appointed based on their capabilities and, therefore, their 

perceived likelihood of achieving the expected return and risk characteristics required for the 

asset class being selected for.   

The Trustees look to their Investment Consultant for their forward looking assessment of a 

Investment C

construction, implementation and business management, in relation to the particular 

investment fund that the Plan invests in.  The Investment C

ratings assist with due diligence and questioning managers during presentations to the 

Trustees and are used in decisions around selection, retention and realisation of manager 

appointments. 

If the approach to investment process or the 

fund changes, the Trustees will review the fund appointment to ensure it remains 

appropriate and consistent with the T  

As the Trustees invest in pooled investment vehicles they accept that they have no 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. The advice received and 

Section 36 of the Act (as amended). 

The trustees are long term investors and are not looking to change the investment 

arrangements on a frequent basis. 

For the open-ended Fixed Income and Equity funds, there is no set duration for the manager 

appointments.  The Trustees will retain an investment manager unless: 
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- There is a strategic change to the overall strategy that no longer requires exposure 

to that asset class or manager; 

- The manager appointment has been reviewed and the Trustees have decided to 

terminate  see the IIPD on realisation of assets. 

For DC investments, all the funds are open-ended with no set end date for the arrangement.  

The Fund Range and Default Strategy are reviewed on at least a triennial basis.  A 

 longer considered to be optimal nor 

have a place in the default strategy or general fund range. 

3.2 Asset Manager Evaluation 

The Trustees receive investment manager performance reports on a quarterly basis, which 

present performance information over 3 months, 1, 3 and 5 years.  The Trustees review the 

absolute performance, relative performance against a suitable index used as the 

period) on a net of fees basis.   The Trustee

 

If a manager is not meeting performance objectives, or their investment objectives for the 

mandate have changed, the Trustees may ask the manager to review their fees  either the 

Annual Management Charge or the performance related fee element.   

The remuneration for the investment managers used by the Plan is based on assets under 

management. ssessment for the DC section, 

the Trustees review the investment manager fees. 

3.3 Portfolio Turnover Cost Monitoring 

The Trustees ask investment managers to include portfolio turnover and turnover costs in 

their presentations and reports to the Trustees.  

The Trustees do not currently define target portfolio turnover ranges for funds. However, the 

Trustees will engage with a manager if portfolio turnover is higher than expected.  This is 

assessed by comparing portfolio turnover across the same asset class, on a year-for-year 

range in the investment guidelines or prospectus. 

Regarding the DC investments, the Trustees consider portfolio turnover costs as part of the 

annual VfM assessment.  

The ability to assess the appropriateness of portfolio turnover costs is limited by the 

availability of data.  The Trustees will monitor industry developments in how to assess these 

costs and incorporate this in future VfM assessments.  Importantly, performance is reviewed 

net of portfolio turnover costs. 
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4. Investment Objectives and Risk Management  

4.1 DB Section 

Investment Objectives   

 The Trustees aim to invest the DB Section assets in the best interests of the members and 

beneficiaries.  The Trustees have agreed a number of objectives to help guide them in their 

strategic management of the assets and control the various risks to which the DB Section is 

exposed : 

 To ensure that members and beneficiaries receive their promised benefits. 

 To pay due regard to the Principal requirements relating to the amount and 

frequency of contributions to the DB Section. 

At the latest actuarial valuation, the Actuary assumed that the ets will 

achieve an investment rate of return on assets which exceeds that available from gilts.  

Based on advice from the Investment Consultant about realistic long-term assumptions, the 

Trustees expect the investment return resulting from the strategy adopted to at least meet 

the prudent expectations of the Actuary. 

  Risk 

The Trustees recognise that it is not necessarily possible, or even desirable, to select 

commitment of the Principal Employer, a degree of investment risk can be taken on, in the 

expectation of generating excess returns relative to the lowest risk strategy, since it is also 

acceptable to the Principal Employer. 

The Trustees are aware that accepting a degree of investment risk means that there is a 

chance that one or more of will not be met.  Accordingly, the 

Trustees have considered the following risks to which the DB Section is exposed: 

 The risk of deterioration in the DB Se   Volatility in the DB 

(i.e. one invested entirely in government bonds, whose value best matches fluctuations 

in the liabilities).  However, in order to seek higher returns the Trustees must, to some 

extent, invest in riskier assets.  This increases the risk that the funding level will 

deteriorate and may also increase the short-term volatility of the Principal 

contribution rate. 

 The risk of a shortfall of assets relative to the liabilities as determined if the DB Section 

were to wind up. 

 The risk that the day-to-day management of the assets will not achieve the rate of 

investment return within each asset class expected by the Trustees.   
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The Trustees have taken advice on these issues from the Investment Consultant and the 

Plan Actuary.  It has also held related discussions with the Principal Employer. 

The Trustees  willingness to take investment risk is dependent on the continuing financial 

strength of the Principal Employer and its willingness to contribute appropriately to the DB 

Section.  The financial strength and perceived commitment of the Principal Employer to the 

DB Section is monitored and the Trustees will review the level of investment risk relative to 

the liabilities should either of these deteriorate. 

There are various risks to which any pension plan is exposed. The Trustees consider the 

risks set out below to be financially material to the DB Section and has therefore adopted 

various policies in order to manage these risks over the DB Section  

 The risk arising through a mismatch between the DB Section . The 

Trustees aim to mitigate this risk by investing a proportion of the DB Section

instruments that are expected to react in a similar way to movements in long term 

interest rates and inflation expectations as the DB Section .  

 The Trustees also recognise the market risk associated with the different asset classes 

in which the DB Section invests. The Trustees believe that diversification by asset class 

limits the impact of any single risk.  The Trustees therefore aim to ensure that the asset 

allocation policy in place results in an adequately diversified portfolio.  Due to the size of 

the assets, and recognising the need to diversify, investment exposure is 

obtained via pooled vehicles. 

 The Trustees acknowledge that currency risk may also arise due to investment in 

overseas markets and has sought to mitigate this risk by establishing a currency 

hedging policy (details of which are outlined in the IIPD). 

 The Trustees recognise that there is a risk in holding assets that cannot easily be sold, 

should the need arise, and therefore looks to invest in funds which are readily 

marketable. Where this is not the case, consideration is given to the overall liquidity of 

the DB Section  that there is sufficient liquidity to meet 

the DB Section  flow requirements. 

 The Trustees believe , 

including climate change, may have substantive impacts on the global economy and 

therefore investment returns. The Trustees seek to minimise the risks associated with 

such issues by taking them into account in the selection, retention and realisation of the 

investment managers. Section 7 

ESG integration. 

The Trustees acknowledge that the above list of risks is not exhaustive and it is not possible 

to monitor all risks at all times.  However, the Trustees only seek to take on those risks it 

expects to be rewarded for over time, in the form of excess returns, in a diversified manner. 
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Investment Strategy 

The exact details of the DB Section outlined in the IIPD.  The 

Trustees implement an investment strategy consistent with its investment objectives.  The 

Trustees believe that the investment risk arising from the investment strategy is consistent 

with the overall level of risk being targeted. 

4.2 DC Section 

Investment Objectives   

The Trustees recognise that members of the DC Section of the Plan have differing 

 

The Trustees believe that members should be encouraged to make their own investment 

decisions based on their individual circumstances. The Trustees regard their duty as making 

available a range of investment funds that will suit members' needs and risk tolerances 

through their working life. 

The Trustees recognise that members may not believe themselves qualified, or may not 

wish to make their own investment decisions. As such, the Trustees make available a 

Default Investment Strategy. The Trustees acknowledge that this strategy will not meet the 

needs of every individual member.   

Risk Management and Measurement 

The Trustees have considered investment risk for the Defined Contribution Section of the 
Plan from a number of perspectives.  These are set out in the table below:  

Risk Description  
How is the risk monitored 

and managed?  

M
a

rk
e

t 
ris

ks
 

Inflation risk  

The risk that the investment return 

keep pace with inflation and does 

not, therefore, secure an adequate 

pension. 

The Trustees make available a 

range of funds, across various 

asset classes, with the majority 

expected to keep pace with 

inflation.  

Members are able to set their own 

investment allocations, in line with 

their risk tolerances. 

Within active funds management of 

many of these market risks is 

delegated to the fund manager. 

 

Currency risk 

The risk that fluctuations in foreign 

exchange rates will cause the value 

of overseas investments to 

fluctuate. 

Credit risk 

The risk that the issuer of a financial 

asset, such as a bond, fails to make 

the contractual payments due. 
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Risk Description  
How is the risk monitored 

and managed?  

Equity, property 

and other price 

risk 

The protection of capital, over at 

least the medium-term (i.e. periods 

over 3 years), is fundamental in 

supporting the long-term growth of 

ounts. 

The value of securities, including 

equities and interest bearing assets, 

can go down as well as up.  

Members may not get back the 

amount invested. 

 

Environmental, 

Social and 

Corporate 

Governance risk 

The risk that environmental, social or 

corporate governance concerns, 

including climate change, have a 

financially material impact on the 

return of the Plan  

The management of ESG 

related risks is delegated to 

investment managers. 

The Trustee s  responsible 

investment and corporate 

governance statement is 

contained in section 8 of this 

document. 

 

Investment 

Manager risk  

The risk that the investment 

manager underperforms its 

objectives, fails to carry out 

operational tasks, does not ensure 

safe-keeping of assets or breaches 

agreed guidelines. 

The Trustees regularly review 

performance of investment 

funds. 

Liquidity risk  

investments do not provide the 

required level of liquidity and 

members are unable to realise their 

investments. 

Members invest in a range of 

daily dealt pooled investment 

vehicles that facilitate the 

availability of assets to meet 

benefit outflows. 



 

 

Page 8 August 2020 

 

Risk Description  
How is the risk monitored 

and managed?  

 

Pension Conversion 

risk 

The purchasing power of members 

may fall relative to how they wish to 

take benefits at retirement or the risk 

that the member is invested in a 

strategy that does not reflect the way 

in which they intend to take their 

benefits at retirement. 

The Trustees make available 

three lifestyle strategies for DC 

members.  

Lifestyle strategies 

automatically switch member 

assets into investments whose 

value is expected to be less 

volatile relative to how the 

member wishes to access their 

pension savings as they 

approach retirement age.  

Members are communicated 

with in the lead up to 

retirement reminding them of 

the need to assess their needs 

for retirement options. 

 

The Trustees have considered these risks when choosing the funds to make available to 

members. The Trustees believe that the investment strategy for the Defined Contribution 

Section of the Plan is appropriate for meeting the risks outlined above.   

The Trustees pay close regard to the risks which may arise from the lack of diversification of 

investments.  The Trustees believe that the choice of funds in place provide an adequately 

diversified distribution of assets. 

The Trustees recognise that many of these risks are inherent to investing and understand 

that the above list is not exhaustive. 

Investment Strategy 

The Trustees have selected a range of investment options for members to utilise in 

structuring their assets according to their individual objectives.  Details of the fund options, 

including the investment strategies of the default option, can be found in the IIPD. 

4.3 Default Investment Option for the DC Section 

Typically, a proportion of members will actively choose the default option because they feel 

it is most appropriate for them. However, it is expected that the vast majority of members will 

not make an active investment decision and will therefore automatically be invested in the 

default option. 

The default option aims to generate investment returns over the working lives of members 

and has been designed for members who want to take their savings as cash when they 

retire. 
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Objectives of the default option 

n which the Trustees 

seek to achieve these, are detailed below: 

 To provide long-term investment growth through exposure to a diversified range of asset 

classes, with some protection against inflation erosion, and an element of diversification 

to reduce volatility and downside risk. 

The lifestyle investment strategy offers members the potential to grow the pension pot in 

the long term, by investing in a diversified range of assets.  

 To counter the greater impact of investment risk on member outcomes, as retirement 

savings grow, and reduce investment risk as each member approaches retirement. 

As a member gets closer to retirement  pension pot is gradually moved 

into lower risk funds in order to provide capital protection. This is achieved via 

automated lifestyle switches over a three year switching period. This strategy aims to 

reduce the risk of a sharp fall in markets reducing the value of  pension pot 

as the member approaches retirement. 

 To offer to members a portfolio of assets at retirement that are appropriate for an 

individual intending to take their pension pot as cash.   

fund, which is the expected method of taking benefits given the nature of the 

membership. 

Policies in relation to risk management of the default option 

In designing the default option, the Trustees have explicitly considered the trade-off 
between risk and expected returns. Risk is not considered in isolation, but in conjunction 
with expected investment returns and retirement outcomes for members.  In particular, 
when reviewing the investment strategy of the default investment option, the Trustees 
consider risk quantitatively in terms of the variability of investment returns and potential 
retirement outcomes for members.  From a qualitative perspective, the Trustees also 
consider risk in terms of the (mis)alignment of investments with the retirement benefits 
targeted by the default investment option. 

 
In arriving at their investment strategy for the default investment option the Trustees have 
considered investment risk from a number of perspectives.  These are: 

Type 

of 

Risk 

Risk Description  
How is the risk monitored and 

managed?  
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Type 

of 

Risk 

Risk Description  
How is the risk monitored and 

managed?  

M
a

rk
et

 r
is

ks
 

Inflation risk  

The risk that the 

investment return over 

will not keep pace with 

inflation and do not secure 

adequate retirement 

benefits. 

The default option has an explicit 

allocation to assets that are expected 

to outperform inflation over the long 

term. The Trustees monitor 

performance of the growth phase 

against inflation.  

The strategy for the default option is 

set with the intention of diversifying 

these risks to reach a level of risk 

deemed appropriate. The default 

option is a lifestyle strategy which 

automatically and gradually reduces 

the level of investment risk members 

are exposed to as they approach 

retirement. The strategy is outsourced 

to Legal & General. 

Within active funds the management 

of many of these market risks is 

delegated by Legal & General to the 

underlying investment manager. 

Currency risk 

The risk that fluctuations in 

foreign exchange rates will 

cause the value of 

overseas investments to 

fluctuate. 

Credit risk 

The risk that the issuer of 

a financial asset, such as a 

bond, fails to make the 

contractual payments due. 

Equity, property 

and other price 

risk 

The risk that investment 

market movements lead to 

a substantial reduction in 

the anticipated level of the 

benefit. 

 

Environmental, Social 

and Corporate 

Governance risk 

The risk that 

environmental, social or 

corporate governance 

concerns, including climate 

change, have a financially 

material impact on the 

return of the Plan  

Managed in line with the main Plan, 

as set out in Section 4.2. 
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Type 

of 

Risk 

Risk Description  
How is the risk monitored and 

managed?  

 

Investment Manager risk  

The risk that the 

investment manager 

underperforms its 

objectives, fails to carry 

out operational tasks, does 

not ensure safe-keeping of 

assets or breaches agreed 

guidelines. 

Managed in line with the main Plan, 

as set out in Section 4.2. 

Liquidity risk  

The risk that the Plan

assets cannot be realised 

at short notice in line with 

member demand. 

Managed in line with the main Plan, 

as set out in Section 4.2. 

 

Pension Conversion risk 

The risks that the member 

is invested in a strategy 

that does not reflect the 

way in which they intend to 

take their benefits at 

retirement. 

The default option is a lifestyle 

strategy which automatically switches 

member assets into investments 

whose value is expected to be less 

volatile relative to cash as the 

member approaches retirement age. 

As part of the triennial default strategy 

review, the Trustees ensure the 

default destination remains 

appropriate. 

 

The above items are in relation to what the Trustees 

 The Trustees believe the 

appropriate time horizon for which to assess these considerations within should be viewed 

retire. It is partly for this reason that the default investment option is a lifestyle strategy. 

Suitability of the default option 

that targets a cash lump sum at retirement is expected to be broadly appropriate to meet a 

ty

have to take their benefits in this format at retirement, it merely determines the investment 

strategy that will be in place pre-retirement.  

Assets in the default option are invested in the best interests of members and beneficiaries, 

taking into account the profile of members. Considering 
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the Trustees believe that the current default option is appropriate and will continue to review 

this regularly, and more strategically at least triennially, or after significant changes to the 

phic (if sooner). 

5. Day to Day Management of the Assets 

5.1 DB Section and DC Section 

The Trustees delegate the day to day management of the assets to a number of investment 

managers.  The Trustees have taken steps to satisfy themselves that the managers have 

the appropriate knowledge and experience to manage the Plan ents and that they 

are carrying out their work competently. 

Each investment manager is regulated by a recognised authority body and the Trustees 

assess the suitability of regulation in place prior to investing with any manager. 

The Trustees review the continuing suitability of the Plan

appointed managers, which may be adjusted from time to time. 

Details of the appointed managers for the DB and DC Sections, as well as the investment 

options available for the DC Section, can be found in the IIPD. 

5.2 Additional Voluntary Contributions 

IIPD. 

 

6. Realisation of Investments 

isations of 

investments and in considerations relating to the liquidity of those investments within the 

parameters stipulated in the relevant appointment documentation and pooled fund 

prospectuses. 

The investment managers are responsible for generating any cash required to pay benefits 

and other expenditure on the instruction of the Trustees. 
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7. Responsible Investment and Corporate Governance 

The Trustees believe that good stewardship and ESG issues, including climate change, can 

have a financially material impact on the risk and return outcomes of investment portfolios 

and should therefore . 

 

The Trustees believe that good stewardship can enhance long-term portfolio performance 

and is therefore in the best 

duty.  

 

The Trustees have given the investment managers full discretion when evaluating ESG 

investments. 

   

account current best practice, including the UK Corporate Governance Code and the UK 

Stewardship Code, of which the Trustees are supportive.  Equity managers who are 

registered in the UK are expected to report on their adherence to the UK Stewardship Code 

on an annual basis. 

 

The Trustees will also consider the Investment Consulta

responsible investment philosophy aligns with the T

and engagement. The Trustees will 

use this assessment in decisions around selection, retention and realisation of manager 

appointments. 

The Trustees review an annual stewardship monitoring report, which includes details of 

voting and engagement activities associated with each of the funds invested in. The 

Trustees will c

objectives or the objectives/policies of the Plan. 

The Trustees review investment managers  compliance against the UK Stewardship Code 

on an annual basis. 

Voting and engagement activity should be used by investment managers to discuss the 

performance of an issuer of debt or equity. Investment managers are aware that their 

continued appointment is based on their success in delivering the mandate for which they 

have been appointed to manage.  If the Trustees are dissatisfied, then they will look to 

replace the manager. 

Member views and non-financially material issues are not currently explicitly taken into 

account in the selection, retention and realisation of investments. 
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Compliance with and Review of this Statement 

The Trustees will monitor compliance with this Statement regularly. 

The Trustees will review the Statement at least every three years and without delay after 

any significant changes in investment policy. The Statement will also be reviewed in 

response to any material changes to any aspects of the Plan, its liabilities, finances and the 

attitude to risk of the Trustees and the Principal Employer which they judge to have a 

bearing on the stated investment policy.  Any such review will be based on written expert 

investment advice and the Principal Employer will be consulted. 

 
For and on behalf of the Trustees of the Snap-on Tools Limited Pension & Benefit 
Plan 
 
Dates of amendment: 
 

 Drafted August 2010 
 Amended September 2012 
 Amended October 2014 
 Amended September 2019 
 Amended August 2020 
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 Snap-on Tools Limited Pension & Benefit Plan (‘the Plan’)  

Annual Implementation Statement for the Year Ended 30 April 2022  

1. Introduction 

This statement sets out how, and the extent to which, the Statement of Investment Principles (“SIP”) produced by the Trustees has been followed during the year to 
30 April 2022 (the “Plan Year”).  This statement has been produced in accordance with the Occupational Pension Schemes (Investment and Disclosure) 
(Amendment and Modification) Regulations 2018 (as amended) and the guidance published by the Pensions Regulator. 
 
Sections 2.1 and 2.2 of this statement set out the investment objectives of the Plan and the changes which have been made to the SIP during the Plan Year. 

Section 2.3 of this statement sets out how, and the extent to which, the policies in the Defined Benefit (“DB”) Section and Defined Contribution (“DC”) Section of the 
SIP have been followed. 

Sections 3 and 4 include information on the engagement and key voting activities of the Plan’s appointed investment managers. 
 

2. Statement of Investment Principles 

2.1. Investment Objectives of the Plan 

The Trustees believe it is important to consider the policies in place in the context of the objectives they have set.  
 
The Trustees’ objective is to invest the DB Section’s assets in the best interests of the members and beneficiaries.  The Trustees have agreed a number of 
objectives to help guide them in their strategic management of the assets and control of the various risks to which the Plan is exposed.  The Trustees’ primary 
objectives are as follows: 

─ To ensure that members and beneficiaries receive their promised benefits. 
─ To pay due regard to the Principal Employer’s requirements relating to the amount and frequency of contributions to the DB Section.   

At the latest actuarial valuation, the Actuary assumed that the DB Section’s assets will achieve an investment rate of return on assets which exceeds that available 
from government bonds.  Based on advice from the Investment Consultant about realistic long-term assumptions, the Trustees expect the investment return 
resulting from the strategy adopted to at least meet the prudent expectations of the Actuary. 
 
For the DC section of the Plan, the Trustees recognise that members have different investment goals and that these may change during the course of their working 
lives.  They also recognise that members have different attitudes to risk.  The Trustees’ objective is to make available a range of investment options which seek to 
allow members to set an investment strategy that meets their needs and risk tolerances. The Trustees also recognise that members may not believe themselves 
qualified to take investment decisions.  As such, the Trustees make available a Default Lifestyle Option.  
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2.2. Review of the SIP/IIPD 

During the year, the Trustee reviewed the DB Section’s investment strategy and, following formal advice from the Investment Consultant (Mercer Limited, “Mercer”) 
agreed to de-risk the portfolio and reduce the Equity portfolio by 5% to 50% of total Plan assets. This change did not require an update to the SIP .   

 

2.3. Assessment of how the policies in the SIP have been followed for the Plan Year  

The information provided in this section highlights the work undertaken by the Trustees during the year, and longer term where relevant, and sets out how this work 
followed the Trustees’ policies in the SIP, relating to the DB Section and DC Section of the Plan.    

In summary, it is the Trustees’ view that the policies in the SIP have been followed during the Plan Year. 
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Realisation of Investments 

Policy 

The Trustees’ policy is that there should be sufficient liquidity within the Plan’s 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.

How has this policy been met over the Plan Year? 

All funds are daily-dealt pooled investment arrangements, with assets mainly 
invested on regulated markets. As such, assets should be realisable at short 
notice.   

Disinvestments are applied in order to tighten the asset allocation towards the 
strategic target. 

How has this policy been met over the Plan Year? 

As for the DC Section, all funds are daily-dealt pooled investment arrangements, 
with assets mainly invested on regulated markets. As such, assets should be 
realisable at short notice, based on member demand. There were no liquidity 
concerns arising in respect of the Plan’s investment fund holdings over the Plan 
year. 

 

Investment Mandates 

Securing compliance with the legal requirements about choosing investments 

Policy 

As required by legislation, the Trustees consult a suitably qualified person when making investment selections by obtaining written advice from the Investment 
Consultant. 

How has this policy been met over the Plan Year? 

Based on advice received from the Investment Consultant, in August 2021, the Trustees de-risked the DB Section’s investment strategy. This involved 
reducing the allocation to Developed Global Equities by 5.0% and increasing the allocation to the existing UK Over 25 Year Index Linked Gilts mandate 
accordingly. There were no other changes to the DB or DC Sections’ investments over the Plan Year. The Trustees have historically received advice in 
line with the Pensions Act 1995 (as amended) when making investment selections. 

 



 

4 

 

  

Financial and non-financial considerations and how those considerations are taken into account in the selection, retention and 
realisation of investments 

Policy 

The Plan’s SIP outlines the Trustees’ beliefs on ESG factors (including climate change).  Further details are included in Section 7 (Responsible Investment and Corporate 
Governance) of the SIP, which applies to the DB and DC Sections of the Plan.  The Trustees keep their policies under regular review. 

How has this policy been met over the Plan Year? 

The Trustees have given the appointed investment managers full discretion in evaluating ESG factors, including climate change considerations, in particular in 
relation to the selection, retention, and realisation of underlying investments. In order to monitor the extent to which ESG factors are integrated into the managers’ 
investment decision making, the Trustees review the Mercer ESG ratings assigned to the strategies in which the Plan invests.  Such ratings are also considered 
as part of the annual Value for Members Assessment in respect of the DC Section. 

In addition, the Trustees have asked managers to comment on these areas when they have presented at meetings. All managers remained generally highly rated 
during the year. When implementing a new manager, the Trustees consider the ESG fund rating of the manager. 

The Trustees do not require the Plan’s investment managers to take non-financial matters into account in their selection, retention and realisation of investments.  

 

Environmental, Social and Governance (“ESG”) 
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The exercise of the rights (including voting rights) attaching to the investments and undertaking engagement activities in respect of 
the investments (including the methods by which, and the circumstances under which, the Trustees would monitor and engage with relevant 

persons about relevant matters). 

Policy 

The Trustees’ policy is to delegate responsibility for the exercising of rights (including voting rights) attaching to the Plan’s investments to the investment managers.   
Further details are set out in Section 7 (Responsible Investment and Corporate Governance) of the SIP, which applies to the DB and DC Sections of the Plan. In addition, it is 

the Trustees’ policy to obtain reporting on voting and engagement and to periodically review the reports to ensure the policies are being met. 
 

How has this policy been met over the Plan Year? 

The Trustees have asked investment managers to comment on these areas when they have presented at meetings. 

In addition, voting and engagement summary reports from the Plan’s investment managers were provided to the Trustees for review to ensure that they were 
aligned with the Trustees’ policy during the Plan Year. Outside of those exercised by the investment managers on behalf of the Trustees, no other 
engagement activities were undertaken and the Trustees do not use the direct services of a proxy voter. 

Section 3 includes examples of engagement activity undertaken by the Plan's investment managers, while section 4 sets out a summary of voting activity and a 
sample of the most significant votes cast on behalf of the Trustees. 
 
The Trustees support the aims of the UK Stewardship Code and the investment managers are encouraged to report their adherence to the Code.  All of the Plan's 
investment managers within the DB and DC Sections are currently signatories to the current UK Stewardship Code.   

Voting and Engagement Disclosures 
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How has this policy been met over the Plan Year? 

As the Trustees invest predominately in pooled investment funds, they accept that they cannot specify the risk profile and return targets for these funds.  However, 
the Trustees have continued to review the appropriateness of the funds to ensure that they are aligned with the investment strategies being targeted. 

 

 

  

 

 

 
How has this policy been met over the Plan Year? 

Over the year, the Trustees have received quarterly investment performance reports which show performance (versus relevant benchmarks and targets) over 
shorter and longer-term periods. Performance was also considered as part of the annual Value for Members assessment carried out in respect of the DC 
Section. There were no performance concerns over the Plan Year. 

Evaluation of asset managers' performance and remuneration for asset management services 

Policy 

The Trustee’s policy is set out in Section 3 (Asset Management) of the SIP, which applies to the DB and DC Sections of the Plan. 

Monitoring the Investment Managers 

Incentivising asset managers to align their investment strategies and decisions with the Trustees’ policies 

Policy 

The Trustees’ policy is set out in Section 3 (Asset Management) of the SIP, which applies to the DB and DC Sections of the Plan. 
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How has this policy been met over the Plan Year? 

The Trustees do not explicitly monitor portfolio turnover costs with respect to the 
DB Section of the Plan.  Performance was reported and evaluated net of all fees 
and transaction costs (costs incurred as a result of buying and/or selling assets). 
In addition, where possible, performance objectives have been set on a net basis.  
This provides an incentive for the manager to keep portfolio turnover costs to the 
minimum required to meet or exceed their objectives. 

 

 

 

 

 

 

 

 
 

 
 

 

How has this policy been met over the Plan Year? 

The Trustees considered the level of transaction costs as part of the annual Value for 
Members assessment. There were no concerns raised in relation to transaction costs 
as part of the assessment  

There is little flexibility for the Trustees to impact transaction costs, as managers 
essentially pass on the underlying costs of buying and selling securities in the market. 
Further, the turnover level of trading will impact the level of costs i.e. passive 
managers will have low levels of trading and low levels of cost whilst active managers 
will have the opposite. As such, it is difficult to compare managers, even between 
active managers. The Trustees will continue to monitor transaction costs on an annual 
basis and will monitor developments on assessing these costs for value. 

Given that the Plan invests in a range of pooled funds, many of which invest across a 
wide range of asset classes, the Trustees do not have an overall portfolio turnover 
target for the Plan. 

 

 

 

 

 

 

Monitoring the Investment Managers 

Monitoring portfolio turnover costs 

Policy 

The Trustees’ policy is set out in Section 3 (Asset Management) of the SIP, which applies to the DB and DC Sections of the Plan. 

The duration of the arrangements with asset managers 

Policy 

The Trustees are long-term investors and do not seek to change the investment arrangements on a frequent basis.  Further details of the Trustees’ policy are set out 
in Section 3 (Asset Management) of the SIP, which applies to the DB and DC Sections of the Plan. 

How has this policy been met over the Plan Year? 

No changes were made to the appointed investment managers during the Plan Year. The Trustees remain comfortable with the Plan’s appointed 
investment managers. 
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Policy 

The Trustees’ policy on the kinds of investments to be held and the balance 
between different kinds of investments can be found under Section 4 (Investment 
Objectives and Risk Management) of the SIP. 

How has this policy been met over the Plan Year? 

The Trustees review the DB Section’s investment strategy from time to time to 
determine whether the targeted levels of risk and return remain appropriate. 

In August 2021, the Trustees de-risked the DB Section’s investment strategy by 
reducing the allocation to Developed Global Equities by 5% and increasing the 
allocation to UK Over 25 Year Index Linked Gilts accordingly. 

Following the Plan’s year-end, the Trustees agreed to further de-risk the DB 
Section’s investment strategy by reducing the allocation to Developed Market 
Equities by an additional 5% and allocating the proceeds to a UK Over 25 Years 
Fixed Interest Gilts mandate. 

The Trustees receive quarterly investment performance reports which monitor the 
risk and return of the funds used within the DB Section of the Plan. 

 

 

Policy 

As for the DC Section, the Trustees’ policy on the kind of investments to be held and 
the balance between different kinds of investments can be found under Section 4 
(Investment Objectives and Risk Management) of the SIP: 

The Default Lifestyle Option has been designed after careful analysis of the 
membership demographic and other characteristics in order to offer a suitable 
approach, in so far as is practical, to the needs of the Plan’s members.  The Trustees 
carry out regular assessments of the performance of the Default Lifestyle Option and 
its design to ensure it continues to remain appropriate for the membership. 

The Trustees recognises that the Default Lifestyle Option will not meet the needs of all 
members and as such, alternative investment options are available for members to 
choose from, including a range of self-select funds. 

How has this policy been met over the Plan Year? 

The strategic asset allocation of the Default Lifestyle Option is reviewed on a triennial 
basis, with expected risk and return requirements being considered as part of the 
review. The date of the last review was March 2020. A review of the self-select options 
also formed part of the triennial investment review. 

The Trustees receive a quarterly investment performance report which monitors the 
risk and return of the funds used within the DC Section of the Plan.  

Investment performance was also assessed as part as the annual Value for Members 
assessment to ensure that members are invested in funds providing       
commensurate value. 

Strategic Asset Allocation 

Kinds of investments to be held, the balance between different kinds of investments and expected return on investments 
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Policy 

The Trustees recognise a number of risks involved in the investment of the assets of the DB and DC Sections and that the choice and allocation of investments can help 
to mitigate these risks.  Details of these risks and how they are measured and managed can be found under Section 4 (Investment Objectives and Risk Management) of 

the SIP 

   

How has this policy been met over the Plan Year? 

The risk inherent within the DB Section’s investment arrangements remains 
consistent with the Trustees’ risk appetite. The Trustees only take on those risks 
they expect to be rewarded for over time, in the form of excess returns, in a 
diversified manner. The Trustees receive quarterly investment performance 
reports that help monitor the risk and return of the funds used within the DB 
Section of the Plan. The report considers both quantitative and qualitative 
measures of risk. 

The overall risk to which the Plan is exposed has decreased over the Plan year, 
following the de-risking implemented in August 2021.  

 

How has this policy been met over the Plan Year? 

Members can combine the investment funds in any proportion in order to achieve the 
desired level of return and risk, in line with their own attitude and risk tolerance. 

Within the Default Lifestyle Option, the strategic asset allocation is set to achieve the 
expected return required to meet the objective. 

The asset allocation of the Default Lifestyle Option is reviewed on a triennial basis, in 
line with regulatory requirements. As already mentioned, the date of the last review 
was March 2020. The review considered the diversification of the underlying fund 
structure, projected fund values for different demographics of the membership, as well 
as wider market trends at retirement.  

No changes have been made to the Default Lifestyle Option over the course of the 
year, with the strategy still targeting cash at retirement.

Strategic Asset Allocation 

Risks, including the ways in which risks are to be measured and managed 
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3. Engagement Activity by the Plan’s Equity and Diversified Growth Fund Investment Managers  

 

 

 
LGIM launches targeted engagement programme 

  

 
 

After the expansion of LGIM Climate 
Impact Pledge, a targeted engagement 
programme launched in 2016 that 
combines in-depth analysis of 
companies’ climate strategies alongside 
voting and investment sanctions, over 
the year, LGIM has seen the number of 
companies subject to its voting 
sanctions for not meeting minimum 
climate change standards, decrease by 
over 35%, from 130 companies last 
year, to 80 this year, reflecting the 
positive impact of LGIM’s approach and 
the global momentum behind climate 
action. Of the 80 companies subjected 
to voting sanctions throughout the 2022 
proxy season, the oil & gas, REITs, 
banking, and mining sectors are 
amongst those most sanctioned. 
 

 

BlackRock’s voting on board independence at H&M 

 

Hennes & Mauritz AB (H&M) is a 
Swedish retailer of clothing and 
homeware. The founders continue to 
control approximately 76 of the 
company’s voting rights through a 
holding investment company. In 
BlackRock’s engagements in recent 
years, it had expressed concerns 
about H&M’s board independence, 
governance and executive 
remuneration. In advance of this 
year’s annual general meeting, the 
company still had not provided 
sufficient transparency to BlackRock 
on the Company’s Short-Term 
Incentive Plan, nor had it established 
a dedicated remuneration committee.  
  

This lags best practice in the 
European market and in this case 
(given the manager’s concerns on 
executive remuneration policies and 
outcomes) BlackRock believes 
minority shareholders would benefit 
from there being a separate board 
committee responsible for 
remuneration processes and 
outcomes. In addition, the board’s 
audit committee chair is not 
considered independent, either by 
the company’s own assessment or 
by BlackRock’s director 
independence standards because he 
represents the holding investment 
company on H&M’s board. 
 
Blackrock did not support the 
election of the former board 
chairman in both 2018 and 2019 for 
poor governance practice. In the 
absence of a remuneration 
committee and because the audit 
committee was chaired by a non-
independent director in 2022, 
BlackRock did not support the re-
election of the chairman (who took 
over the role from his father in 2020). 
This was a signal of the manager’s 
ongoing concerns about the 
company’s failure to develop its 
board structure and practices more 
broadly. 
 

The following are examples of engagement activity undertaken by the Plan's investment managers. 
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4. Voting Activity during the Plan Year   

 

 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Set out below is a summary of voting activity for this reporting period relating to the relevant strategies in the DB Section of the Plan. 
 
 

Source: BlackRock. Data may not sum due to rounding. 
1 Same voting data is applicable to the currency hedged version of the fund. 
2 Votes do not add up to 100% due to a variety of reasons, such as lack of management recommendation, scenarios where an agenda has been split voted, multiple 
ballots for the same meeting were voted differing ways, or a vote of ‘Abstain’ is also considered a vote against management. 

 

Votes with 
management

91%

Not 
voted/abstentions

0%

Votes against 
management

8%

Aquila Life MSCI World 
Index1

958
meetings eligable to vote

13,045
eligable resolutions

Votes with 
management

89%

Not 
voted/abstentions2

3%

Votes against 
management

10%

iShares Emerging 
Markets Index

2,526
meetings eligable to vote

21,938
eligable resolutions
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Votes with 
management

78.7%

Not 
voted/abstention

s

0.8%

Votes against 
management

20.5%

LGIM Multi Asset

8,843
meetings eligable to vote

88,741
eligable resolutions

Votes with 
management

93.1%

Not 
voted/abstentions

0.0%

Votes against 
management

6.9%

LGIM UK
Equity Index

772
meetings eligable to vote

10,813
eligable resolutions

  

Set out below is a summary of voting activity for this reporting period relating to the relevant strategies (those that contain equities) in the DC Section of the Plan. 
 
 

Voting Activity during the Plan Year  
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Sample of the most significant votes    

There is no official definition of what constitutes a significant vote; managers have adopted a variety of interpretations such as:  

• There is a particular interest in a specific vote relating to an issue,  

• The potential impact on the financial outcome, 

• Size of the holding in the fund / mandate, and 

• Whether the vote was high-profile or controversial. 
 

The Trustees were happy with the managers’ criterion. 

  

Manager Fund Company  Date of vote How the Manager voted Rationale of Manager vote 
Voting versus 

management 

BlackRock 

Aquila Life 

MSCI World 
BP Plc 12th May 2021 

Item voted: Approve shareholder resolution 

on climate change targets 

BlackRock voted for the proposal 

The shareholder resolution requested that the company set 

and publish climate related targets that are consistent with 

Paris Climate Agreement. 

 

BlackRock voted for this shareholder resolution and against 

the board recommendation. 

 

While recognising BP’s efforts to date and direction of travel, 

supporting the resolution signals BlackRock’s desire to see BP 

accelerate its efforts on climate risk management. 

 

 

iShares 

Emerging 

Market Index 

China 

Shenhua 

Energy Co., 

Ltd. 

 

25th June 

2021 

Item voted: Election of Mr. Yang Rongming as 

non-executive director 

BlackRock voted for the proposal  

BlackRock believes Shenhua has been responsive to 

shareholder concerns regarding climate-relate risks and 

recognises the need for clear plans to transition to a low-

carbon economy and that the board will benefit from an 

opportunity to deliver on those commitments.  

 

BlackRock also believes that Shenhua can accelerate progress 

and improve its decarbonisation plans by including short, 

medium and long-term emissions reduction targets and by 

disclosing Scope 3 emissions. 

 

Voted with 
management 

Voted against 
management 

Source: BlackRock. 
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Sample of the most significant votes    

There is no official definition of what constitutes a significant vote; managers have adopted a variety of interpretations such as:  

• There is a particular interest in a specific vote relating to an issue,  

• The potential impact on the financial outcome, 

• Size of the holding in the fund / mandate, and 

• Whether the vote was high-profile or controversial. 
 

The Trustees were happy with the managers’ criterion. 
 

Manager Fund Company  Date of vote How the Manager voted Rationale of Manager vote 
Voting versus 

management 

LGIM 

Multi Asset Apple Inc. 
3th March 

2022 
For 

Diversity: A vote in favour is applied as LGIM supports 

proposals related to diversity and inclusion policies as they 

consider these issues to be a material risk to companies. 

 

 

UK Equity 

Index 
Informa Plc 3rd June 2021 Against 

Due to consistent problems with the implementation of the 

company’s Remuneration Policy and recent events, LGIM has 

voted against the Chair of the Remuneration Committee for 

the past three years. Given the company has implemented 

plans that received significant dissent from shareholders 

without addressing persistent concerns, LGIM has taken the 

decision to escalate their vote further to all incumbent 

Remuneration Committee members, namely Stephen 

Davidson (Remuneration Committee Chair), Mary McDowell 

and Helen Owers. 

 

 

Voted with 
management 

Voted against 
management 

Source: LGIM. 
 

 


