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Trustee report 
 
The Trustee of the Bank of America UK Retirement Plan (the Plan ) presents the annual 
report for the year ended 31 December 2021. 
 

Introduction 

About the Plan  
The Plan is an Occupational Pension Scheme established within a trust. It is governed by 
a Trust Deed and Rules which set out the way in which the Plan operates. The Plan has a 
single Trustee, Bank of America UK Retirement Plan Trustees Limited (the Trustee), 
represented by a board of trustee directors. The Trustee was renamed from 'Bank of 
America Merrill Lynch UK Pension Plan Trustees Limited' with effect from 30 December 
2021 to align with the new Plan name introduced in 2020. The Trustee holds Plan funds 
on trust for the payment of benefits to members, in line with the Trust Deed and Rules. 
 

The Plan has two sections: the Defined Benefit (DB) Section and the Defined 
Contribution (DC) Section. Throughout this report, content may refer specifically to either 
section. You may have benefits in one or both sections. 
 

About this document 

The Annual Report & Financial Statements for the year ended 31 December 2021 of the 
Plan aims to provide you with detailed information including but not limited to: 
 

• Financial transactions (increases and decreases in the funding position of the 
Plan). 

• Membership information. 
• Details of how the Plan is governed to achieve value for members. 
• Investment performance of the Plan's assets. 
• Financial Statements. 

• The independent auditor's report on the Financial Statements and Schedule of 
Contributions. 

• Key Plan contacts. 
 

Financial developments and financial statements 

The financial statements included in this annual report are the accounts 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. 
 
Statement of Trustee responsibilities for the financial statements 

The audited financial statements, which are to be prepared in accordance with UK 
Generally Accepted Accounting Practice (UK GAAP), including FRS 102 The Financial 
Reporting Standard applicable in the UK and Republic of Ireland, are the responsibility of 
the Trustee. Pension scheme regulations require the Trustee to make available to Plan 
members, beneficiaries and certain other parties, audited financial statements for each 
scheme year which: 
 

• 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 the assets 
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and liabilities, other than liabilities to pay pensions and benefits after the end of 
the Plan year. 

• Contain the information specified in the Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) 
Regulations 1996, including a statement whether the accounts have been 
prepared in accordance with the Statement of Recommended Practice Financial 
Reports of Pension Schemes. 

 

The Trustee has supervised the preparation of the financial statements and has agreed 
suitable accounting policies, to be applied consistently, making estimates and 
judgements on a reasonable and prudent basis. It is also responsible for: 
 

• A
applicable, matters related to going concern. 

• Using the going concern basis of accounting unless the Trustee either intend to 
wind up the Plan, or have no realistic alternative but to do so. 

• M
information about the Plan prescribed by pensions legislation, which the Trustee 
should ensure is fair and impartial. 

 

The Trustee is 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, and have a general responsibility for ensuring that 
adequate 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.  
 

The Trustee is responsible for the maintenance and integrity of the Plan and financial 
information 
preparation and dissemination of financial statements may differ from legislation in 
other jurisdictions. 
 

responsibilities in respect of contributions 

The Trustee is responsible, under pensions legislation, for ensuring that there is 
prepared, maintained and from time to time a revised Schedule of Contributions showing 
the rates of contributions payable towards the Plan, by or on behalf of, the employer and 
the active members of the Plan and the dates on or before which such contributions are 
to be paid. The Trustee is also responsible for keeping records of contributions received 
in respect of any active member of the Plan and for ensuring that contributions are made 
to the Plan in accordance with the Schedule. 
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Membership and benefits 

The changes in membership during the year are as follows: 
 

DB Section  

 Enhanced 
deferred 
members 

Deferred 
members Pensioners Total 

At 1 January 2021 53 2,927 1,091 4,071 
Adjustments to prior period   6 6 
Members leaving with deferred 
benefits (4) 4   
Retirements (1) (65) 66  
Individual transfers out  (27)  (27) 
Deaths  (2) (22) (24) 
New spouse and dependent pensions   6 6 
Trivial commutations  (4) (4) (8) 
 -------------- -------------- ------------------ ------------------ 
At 31 December 2021 48 2,833 1,143 4,024 
 

Enhanced deferred members were active members of the DB section of the Plan on 30 June 2004. For these 
members, the service used in the calculation of their DB pension stopped increasing after 30 June 2004. 
However, the pensionable salary used in the calculation of their DB pension continues to be based on earnings 
after 30 June 2004 until the member leaves the Plan. 
 
Included within the data above are 934 pensioners and dependants in respect of whom the Trustee has purchased 
matching bulk annuities. 

 

DC Section 

 Active 
members 

Deferred 
members Pensioners Total 

At 1 January 2021 6,298 18,617  24,915 
Adjustments to prior period (24) (31)  (55) 
New members joining 639   639 
Retirements  (13)  (13) 
Members leaving with deferred 
benefits (583) 583   
Members leaving without refunds (6)   (6) 
Deaths  (25)  (25) 
Individual transfers out  (395)  (395) 
Trivial commutations  (3)  (3) 
Opted-Out (33) 31  (2) 
 ----------------------- --------------------------- -------------- --------------------------- 

At 31 December 2021 6,291 18,764  25,055 
 ======================= =========================== ============== =========================== 

Total membership  6,339 21,597 1,143 29,079 

 ======================= =========================== ======================= =========================== 

 
The opening number of active and deferred members has been amended from last year, to reflect the correct 
split between defined benefit and defined contribution members at 1 January 2021.  
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Pension increases 

DB Section 

Pension in payment type 2021 increase 2020 increase 
Accrued before 1 April 1997 for pensioners 0% 0% 
who had become members of the Merrill   
Lynch Europe Plc Retirement Benefits Plan   
before 1 April 1997 (made on a 
discretionary   
basis as the bank decides with the consent 
of the Trustee).   
 
Accrued before 1 April 1987 for former 3% p.a. guaranteed 3% p.a. guaranteed 
members of the Smith New Court Plc 
Pension Plan and the SGH Service 
Company Pension Scheme.   
 
Accrued from 1 April 1997 (the lesser of 5% 1.5% (based on March 2.6% (based on March 
p.a. or the increase in the Retail Price Index 
is granted). 

2021 Retail Price 
Index) 

2020 Retail Price 
Index) 

 
For former members of the Mercury Asset 
Management Group Limited Pension and 
Life Assurance Scheme (the lesser of 5% 
p.a. or the increase in the Retail Price Index 
is granted). 

1.5% on excess over 
GMP (0.5% post 88 
GMP in payment, 0% 
pre 88 GMP in 
payment)  

2.6% on excess over 
GMP (1.7% on post 
88 GMP in payment, 
0% pre 88 GMP in 
payment). 

 
Current legislation requires deferred pensions to be increased over the period to 
retirement by a minimum of the lower of the change in the Consumer Prices Index and 
5% p.a. (2.5% for pensions accrued since 6 April 2009). Any income arising from 
contributions paid while the Plan was contracted out of the State Scheme between 5 
April 1997 and 30 June 2004 must be reviewed each year in accordance with pension 
scheme regulations. 
 

Additional information for DB members 

Each year the Plan Actuary evaluates the sufficiency of the Plan to meet the current and 
future obligations to members based on contributions from members and the 
participating employers. If you have benefits in the DB Section of the Plan, you can read 
details of the latest valuations by the Plan actuary and Schedule of Contributions from 
previous valuations on the website or on request from the Administrator. 
 

Report on actuarial liabilities 

Under the Pensions Scheme Act 2004, every scheme is subject to the Statutory Funding 
Objective, which is to have sufficient and appropriate assets to cover its technical 
provisions. The technical provisions represent the amount of money the Trustee needs to 
have to pay the benefits members have accrued. This is assessed using the assumptions 
agreed by the Trustee and the bank and these assumptions are set out in the Statement 
of Funding Principles, available at www.bofapension.co.uk. 
 

http://www.bofapension.co.uk/
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The table below sets out the results of the previous triennial valuation of the Plan carried 

and the results of the annual actuarial reviews at 31 December 2019 and 31 December 
2020. 
 

  31 December 2018 31 December 2019 31 December 2020 
Value of technical 
provisions (£M) 

1,388.9 1,473.2 1,605.5 

Market value of 
assets (£M) 

1,501.9 1,640.3 1,788.9 

Funding 
Surplus/(Deficit) 
(£M) 

113.0 167.1 183.4 

Funding Ratio 108% 111% 111% 
 

The Plan's assets above, include the audited value of the non-insured assets and the 
value of the insured annuities. For more details of the annual actuarial review as at 31 
December 2020, set out in the Summary Funding Statement issued in 2021, please see 
the Funding update on www.bofapension.co.uk. 
 

An actuarial review as at 31 December 2021 is currently in progress and must be 
completed by 31 March 2023. 
 

The method and significant assumptions used were as follows: 

The actuarial method to be used in the calculation of the technical provisions is the 
Projected Unit Method. 
 

Funding Assumptions 

The key assumptions are: 
Basis item Description 
Discount Rate Term-dependent rates set by reference to the nominal gilt 

yield curve plus a margin for asset outperformance of 0.39% 
p.a. 

Retail Price inflation (RPI) Term-dependent rates implied by the gilt RPI inflation curve. 
Consumer Price inflation 
(CPI) 

Derived at 31 December 2018 by deducting 0.9% p.a. from 
the RPI assumption. The deduction from RPI has varied as 
market conditions change. 

Salary Inflation RPI plus 1.5% p.a. In addition, an allowance is made for age- 
related promotional increases. 

Pension increases in 
payment 

Determined by reference to the gilt RPI inflation curve with 
allowance for Aon's best estimate of future inflation volatility. 

Mortality (before and  
after retirement) 

97% (males)/87% (females) of standard S2 SAPS Light tables, 
adjusted to allow for individual years of birth, making an 
allowance for the future improvements in line with the CMI 
2018 core projections (Sk=7.0, A=0.5%), with a long-term 
improvement rate of 1.5% p.a. 

Commutation Allowance is made for future pensioners to exchange 10% of 
their pensions for lump sums at retirement. 

 
  

https://epa.towerswatson.com/accounts/bofa/
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Insured Pensioners 

The table below sets out the values in respect of the insured pensioners as at 31 
December 2018, 31 December 2019, 31 December 2020 and 31 December 2021. The 31 
December 2019 and 31 December 2020 figures have been calculated on the same 
assumptions outlined above, updated for market conditions as appropriate. These values 
are included in both the assets and liabilities at the appropriate dates. 
 

The values of the annuity policies below have been estimated using a roll-forward 
approach. The roll-forward allows for market conditions at the effective date, benefit 
outgo and expected changes to the membership profile. 
  

31 
December 

2018 

31 
December 

2019 

31 
December 

2020 

31 
December 

2021 
Value of Insured Pensioners (£m) 373.41 372.12 389.33 374.24 
 
1. This was estimated by rolling forward the value of the pensioner liabilities as at 31 December 2017. As part of the formal triennial 
valuation this figure was calculated accurately as £361.4m. This change was considered immaterial for the purpose of updating the 
Annual Report and Financial Statements. 
2. This figure was estimated by rolling forward the more accurate value of the insured pensioner liabilities as at 31 December 2018. 
As part of the 31 December 2019 annual actuarial review this figure was calculated accurately as £373.8m. This change was 
considered immaterial for the purpose of updating the Annual Report and Financial Statements. 
3. This figure was estimated by rolling forward the more accurate value of the insured pensioner liabilities as at 31 December 2019. 
As part of the 31 December 2020 annual actuarial review this figure was calculated accurately as £394.4m. This change was 
considered immaterial for the purpose of updating the annual report and accounts. 
4. This figure was estimated by rolling forward the more accurate value of the insured pensioner liabilities as at 31 December 2020. 
This figure will be calculated accurately as part of the 31 December 2021 triennial valuation. 
 
The technical provisions and market value of assets as at 31 December 2018, 31 
December 2019 and 31 December 2020 shown in the table in the Actuarial Valuation 
section above include the more accurate value of insured pensioners of £361.4m, 
£373.8m and £394.4m respectively. 
 

Investment management 

provide benefits to members. 

DB Section asset allocation 

The largest single manager of the Plan's assets is BlackRock. As at the end of 2021, the 
Trustee held investments in several portfolios managed by BlackRock: a UK property 
portfolio, a private equity portfolio, an unconstrained bond portfolio and an LDI portfolio. 
There are also significant assets invested with other investment managers as set out in 
the financial statements. 
 

There have been a number of changes to the strategy during the year: 
 

• The Plan made a full redemption from the Insight Bond Plus Fund and invested 
the proceeds in the T. Rowe Price Dynamic Global Bond Fund. 

• The Trustee continued to sell their BlackRock UK Property fund holdings on the 
secondary market, with c. £72m of units sold over the course of 2021. 

• In order to maintain the expected return of the portfolio, The Trustee agreed an 
approach to invest property proceeds into the Cash + 4% portfolio at a ratio of 
1.75:1 (i.e. £7m invested in Cash + 4% portfolio for every £4m sold from the 
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property allocation), with the remaining capital to be released from the LDI 
portfolio. These rebalancing trades take place on a quarterly basis. 

• In order to rebalance the portfolio, c. £82m was invested in the BlackRock FIGO 
portfolio. 

• The Trustee decided to appoint a new cash +4% mandate (M&G Alpha 
Opportunities Fund) to direct future property rebalancing proceeds. The 
implementation of this mandate occurred in early 2022. 

 

The target weights shown in the table below reflect the Plan's investment strategy, 
excluding bulk annuities. The actual weights (excluding bulk annuities) and market values 
reflect the Plan's position as at the end of 2021. 
 

  Target Actual Market  Performance 
Asset Class/Section Weight Weight Value Benchmark Target 
 (%) (%) (£m)  (p.a.) 
Beta 1 

0.0-10.0 3.9 52.8 

IPD UK Pooled 
Property All 

Balanced Funds 
Total Return 

Index 

+1% 

Cash + 4% 2 20.0-37.5 27.2 368.8 SONIA +4% 
Protection 3 

62.5-70.0 68.9 933.8 
Liability 

benchmark 
n/a 

Insured Annuities 4 n/a n/a 374.2 n/a n/a 
Total Assets 

 100.0 1,729.6 
Composite 
benchmark 

n/a 

Source: Managers/Aon 
Estimates have been used where final valuations are not available. Numbers are subject to rounding. 

 

• This consists of the Private Equity funds and two property funds. The benchmark 
shown represents the benchmark which feeds into the total Plan benchmark 
performance. 

• This consists of the Plan's global loans fund, property debt funds and an 
unconstrained bond fund. 

• Protection section consists of the LDI portfolio, the two absolute return bond 
portfolios and an asset backed securities fund. 

• The market value is the value Aon have placed on the bulk annuities based on the 
Plan's Technical Provisions liability basis. 

• 
invest property proceeds into the Cash + 4% portfolio at a ratio of 1.75:1, with 
the remaining capital to be released from the LDI portfolio. 

 

An LDI portfolio has been implemented by the Trustee. The LDI portfolio is not designed 
to achieve a profit for the Plan. Instead, it has been implemented to try to reduce the 

-term 

future liabilities. The LDI portfolio aims to hedge 100% of the Plan's liability interest rate 
and inflation risk as measured on an economic basis. 
The Trustee monitors the actual asset allocation versus the target weights on a quarterly 
basis. The Trustee also monitors each investment manager's performance against the 
relevant benchmark. 
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Statement of Investment Principles 

The Statement of Investment Principles (SIP) explains how the Trustee: 
 

• 

members are provided. 
• Allocates its DB assets in order to meet this objective. 
• Provides a range of investment options that are suitable for meeting DC 

-term and short-term investment objectives. 
• Measures and manages any risks that may impact its ability to meet these 

objectives. 
• Implements a structure and investment objectives for each fund manager. 

 

The SIP set out in the Appendices forms part of the Trustee's report. 

 
Departures from the Investment Principles 

To the best of its knowledge, the Trustee can confirm that there has not been any 
variation from the principles set out in the SIP during the year ended 31 December 2021. 

 
Performance 

The Trustee has appointed HSBC as independent performance measurer for the Plan. 
The performance of the total assets (excluding insured annuities) of the Plan is compared 
against a composite benchmark (derived from the individual benchmarks for each asset 
class and the target weights for those asset classes). The performance of the Plan's 
assets (in Sterling terms, excluding insured annuities) over periods to 31 December 2021 
is set out in the tables below. Where the asset class/section  has been set up in the 
performance structure for less than the period shown, it has not been included in the 
relevant performance table. However, its contribution to return will have been taken into 
account. 
 
 

                            Performance over the 12 months to 31 December 
2021 

Asset Class/Section 
Plan Performance (%) 

Benchmark Performance 
(%) 

Equity (Listed and Unlisted) -2.1 20.0 
Property 17.6 19.0 
Cash + 4% 3.5 0.1 
Protection section -2.0 0.3 
Total 0.6 1.9 
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Performance over the 3 years (p.a.) to 31 December 2021 
Asset Class/Section Plan Performance (%) Benchmark Performance (%) 
Property 6.3 6.2 
Cash + 4% 3.2 1.2 
Protection section 13.1 13.9 
Total 9.7 9.0 
 

Performance over the 5 years (p.a.) to 31 December 2021 
Asset Class/Section Plan Performance (%) Benchmark Performance (%) 
Property 7.4 7.0 
Protection section 3.0 9.4 
Total 4.6 6.1 
 
Source: HSBC 
Note: Prior to 1 July 2017, performance of the protection section was measured value-to-value whilst the 
benchmark performance was set as 3-month LIBOR. 
 

Custodial arrangement 

The Plan largely invests in pooled investment vehicles. The providers of the pooled 
investment vehicles have their own custodians which they appoint and monitor. For the 
DB Section assets which are invested with BlackRock, the Trustee has a tripartite 
agreement with BlackRock and Bank of New York Mellon Limited (acting as the 
custodian). 
 

The Implementation Statement set out in the Appendices forms part of the Trustee's 
report. 
 

Employer-related investments 

There have been no direct employer-related investments within the meaning for Section 
40(2) of the Pensions Act 1995 (see below) and there were no indirectly held employer-

 
 

The Trustee is restricted in its investment in the sponsoring employers and is not allowed 
to: 

• Invest more than 5% of the current market value of the Plan's assets in employer-
related investments. 

• Invest in employer-related loans. 
 

BlackRock Life Limited was formerly part owned by Bank of America, which also owns 
Merrill Lynch. Bank of America sold their remaining stake in BlackRock during 2011. 

arrangements being made through the Bank of New York Mellon Limited. 
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Insured benefits 

On 28 September 2018 the Trustee entered into a buy-in policy with Scottish Widows in 
respect of members with pensions in payment as at 31 December 2017. The value of the 
insured pensioner benefits as at 31 December 2021 shown on page 10 has been 
estimated by rolling forward the value of the annuity policies on the technical provisions 
basis as at 31 December 2018  this figure will be calculated accurately as part of the 
31 December 2021 annual actuarial review. The roll-forward calculations allow for 
market conditions at the effective date, benefits outgoings and expected changes to the 
membership profile. 
 

Governance statement 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 require 
the Trustee to include an annual statement regarding governance in the annual report. 
 
The Chair's Statement set out in the Appendices forms part of the Trustee's report. 
 

Compliance statement 

The purpose of this compliance statement is to disclose additional information required 
by law but that is not considered to be of such significance to the Plan members that it 
requires the more prominent disclosure afforded by inclusion in the Trustee's Report. 
 

Plan advisers 

In accordance with the Pensions Act 1995, there are written agreements in place between 
the Trustee and each of the Plan  advisers identified on pages 3 and 4 and also with the 
bank. 
 

Data protection 

The Trustee is registered under the Data Protection Act 1998. 
 

General Data Protection Regulation (GDPR) 

The GDPR, updated EU data protection laws, applied from 25 May 2018. 
 
Protecting member information is already a key priority for the Trustee and the bank, and 
the Plan's data protection and safeguarding processes have been closely reviewed to 
make sure they comply with the GDPR requirements. 
 
The Trustee uses personal information to (amongst other reasons) communicate with 
members, record and pay benefits to members or their beneficiaries, administer the 
Trust and meet regulatory or other legal obligations. In limited cases, this information 
will include sensitive personal information, such as a member's medical details. 
 
Personal information may be shared with third parties, such as the Plan administrator, 
the Plan Actuary, the Plan's legal advisers, other suppliers who provide services (such as 
for IT, communication or tracing reasons) and the bank. In some circumstances, the 
Trustee or these third parties may transfer personal information outside the European 
Economic Area. 
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Post: Willis Towers Watson, PO Box 545, Redhill, Surrey, RH1 1YX 
Telephone: +44 1737 230 493 
Email: bofapension@willistowerswatson.com 
  

The Pension Tracing Service, MoneyHelper, the Pensions Ombudsman and 
The Pensions Regulator 

In accordance with the Occupational and Personal Pension Schemes (Disclosure of 
Information) Regulations 2013, as amended, members are advised that: 
 

• Information regarding the Plan has been registered and have been given to the 
Pension Tracing Service: 
Address: 400 Pavilion Road, Northampton, NN4 7PA  
Telephone: 0800 1223 170 
Website: www.pensiontracingservice.com 

 
• If they have general requests for information or guidance concerning pension 

arrangements contact MoneyHelper (formerly known as MAPS): 
Address: Holborn Centre, 120 Holborn, London EC1N 2TD 
Telephone: 0800 011 3797 
Website: www.moneyhelper.org.uk 

 
• If they have a complaint or dispute concerning a workplace or personal pension 

arrangement they have the right to contact The Pensions Ombudsman free of 
charge: 
Address: 10 South Colonnade, Canary Wharf, E14 4PU 
Telephone: 0800 917 4487 
Website: www.pensions-ombudsman.org.uk 
Email: enquiries@pensions-ombudsman.org.uk 

 
• The Pensions Regulator regulates company pension schemes and enforces the law 

as it relates to them: 
Address: Napier House, Trafalgar Place, Brighton, BN1 4DW 
Telephone: 0845 600 1011 
Website: www.thepensionsregulator.gov.uk 
Email: customersupport@tpr.gov.uk 

 
  

When making these disclosures or transfers, steps are taken to protect member personal 
information. For further details on how we use and disclose your personal information,
the protections we apply, the legal basis for our use of your information, how long this 
information is kept for, your rights under the GDPR and contact details if you have
questions, please visit: 
https://epa.towerswatson.com/doc/BAM/pdf/bofa-boarp-privacy-notice--.pdf

If you would like a copy of our privacy notice  to be sent to you by post, please contact 
Willis Towers Watson (WTW), the Plan Administrator, via:

https://boapensionupdate.com/p/1WNM-S6V/boarp-privacy-notice
https://boapensionupdate.com/p/1WNM-S6V/boarp-privacy-notice
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The Pensions Regulator has wide ranging powers which include the power to: 

• Suspend, disqualify and remove a Trustee, or Director of a Trustee company, for
consistently not carrying out their duties.

• Wind up schemes where necessary.
• Apply for injunctions to prevent the misuse and misappropriation of Plan assets

and apply for restitution where necessary.

The independent auditor and Plan Actuary have a statutory duty to make an immediate 
written report to The Pensions Regulator if they believe that legal duties concerned with 
the running of the Plan are not being carried out. 

Internal disputes resolution procedures 

A disputes resolution procedure has been agreed by the Trustee to resolve any queries 
raised by beneficiaries or potential beneficiaries of the Plan and details of this can be 
obtained by writing to the contact below. 

Contact for further information 

Any queries or complaints about the Plan, including requests from individuals for 
information about their benefits or for a copy of Plan documentation, should be sent to 
the Plan's Administrators at: 

Address: Bank of America UK Retirement Plan, WTW, 
PO Box 545, Redhill, Surrey, RH1 1YX 

Telephone: +44 1737 230 493
Email: bofapension@willistowerswatson.com

This Trustee's Report on pages 5 to 16 was approved by the Trustee Directors and 
signed on its behalf by: 

Trustee Director
Date: 25 July 2022 

Chair of Trustee
Date: 25 July 2022

Stuart Baxter Peter Gibbs
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Actuarial certificate of Schedule of Contribution 

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 for the period for which 
the schedule is to be 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 3 October 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. 

 
Signature:          Date: 3 October 2019 

 
 
Name: Jonathan Wicks       Qualification:   Fellow of the institute 
                                                      and Faculty of Actuaries 

                                                          
 
Address: The Leadenhall Building      Name of Employer: Aon Hewitt Limited 
   122 Leadenhall Street 
   London EC3V 4AN 

 
 
 
Date: 3 October 2019 

 
 
Note: The Plan changed its name effective 14 April 2020 from Bank of America Merrill 
Lynch UK Pension Plan to Bank of America UK Retirement Plan. 
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This Summary of Contributions has been prepared by, and is the responsibility of, the 
Trustee. It sets out the employer and member contributions payable to the Plan under 
the Schedule of Contributions certified by the actuary on 3 October 2019, in respect of 
the Plan year ended 31 December 2021. The Plan Auditor reports on contributions 

During the year ended 31 December 2021 the contributions payable to the Plan by the 
participating employers under the Schedule of Contributions were as follows: 

2021 

Contributions payable under the Schedule of Contributions 
Employer normal contributions (DC)* 69,773 
Employer additional contributions (DB) 739 

--------------------------- 

Total contributions payable under the Schedule of Contributions 
(as reported on by the Plan Auditor) 70,512 

=========================== 

Employee additional voluntary contributions (DC) 279 
--------------------------- 

Total contributions included in the financial statements 70,791 
=========================== 

*Includes employer contributions through the flexible benefits programme

The Schedule of Contributions requires the Participating Employers (currently the bank 
and Merrill Lynch International Holdings Inc) to pay for the cost of insuring the lump sum 
payable on death in service. These payments are met directly by the sponsoring 
employers and therefore are not reflected in the above summary of contributions. 

Approved by the Trustee and signed on their behalf by: 

Signed for and on behalf of the Trustee of the Bank of America UK Retirement Plan by: 

Trustee Director: Chair of Trustee: 

Date: 25 July 2002 
 Date: 25 July 2022 

Stuart Baxter Peter Gibbs
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Bank of America UK Retirement Plan  

Statement about contributions 

We have examined the Summary of Contributions payable under the Schedule of 
Contributions to the Plan in respect of the Plan year ended 31 December 2021 which is 
set out on page 18. 
 
In our opinion, contributions for the Plan year ended 31 December 2021 as reported in 
the Summary of Contributions and payable under the Schedule of Contributions have in 
all material respects been paid at least in accordance with the Schedule of Contributions 
certified by the Plan Actuary on 3 October 2019. 
 

Scope of work 

Our examination involves obtaining evidence sufficient to give reasonable assurance that 
contributions reported in the Summary of Contributions have in all material respects 
been paid at least in accordance with the Schedule of Contributions. This includes an 
examination, on a test basis, of evidence relevant to the amounts of contributions 
payable to the Plan and the timing of those payments under the Schedule of 
Contributions. 
 

Respective responsibilities of Trustee and the auditor 

As explained more fully on page 6, 

from time to time revised a Schedule of Contributions showing the rates and due dates 
of certain contributions payable towards the Plan by or on behalf of the employer and 
the active members of the Plan. The Trustee is also responsible for keeping records in 
respect of contributions received in respect of active members of the Plan and for 
monitoring whether contributions are made to the Plan by the employer in accordance 
with the Schedule of Contributions. 
 
It is our responsibility to provide a statement about contributions paid under the 
Schedule of Contributions to the Plan and to report our opinion to you. 
 

The purpose of our work and to whom we owe our responsibilities 

1995 and Regulations made thereunder. Our work has been undertaken so that we might 
state to the Pla
statement about contributions and for no other purpose. To the fullest extent permitted 

Trustee for our work, for this statement, or for the opinions we have formed. 
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Signed by Nadia Dabbagh-Hobrow  
for and on behalf of KPMG LLP, Statutory Auditor 
Chartered Accountants 
15 Canada Square 
London 
E14 5GL 
 
Date: 
  

SETH59488
Typewriter
25 JULY 2022
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Retirement Plan  

Opinion 

We have audited the financial statements of the Plan for the year ended 31 December 
2021 which comprise of the Plan Account, the Statement of Net Assets (available for 
benefits) and related notes, including the accounting policies in note 4. 
 
In our opinion the financial statements: 

• Show a true and fair view of the financial transactions of the Plan during the Plan 
year ended 31 December 2021 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 Plan year. 

• Have been properly prepared in accordance with UK accounting standards, 
including the FRS 102  the Financial Reporting Standard applicable in the UK and 
Republic of Ireland.  

• Contain the information specified in Regulation 3A of the Occupational Pension 
Schemes (Requirement to obtain Audited Accounts and a Statement from the 
Plan Auditor) Regulations 1996, made under the Pensions Act 1995. 
 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) 
( ISAs (UK) ) and applicable law. Our responsibilities are described below. We have 
fulfilled our ethical responsibilities under, and are independent of the Plan in accordance 
with, UK ethical requirements including the FRC Ethical Standard. We believe that the 
audit evidence we have obtained is a sufficient and appropriate basis for our opinion. 
 

Going concern 

The Trustee has prepared the financial statements on the going concern basis as it does 

means that this is realistic. It has also concluded that there are no material uncertainties 
that could have cast significant doubt over its ability to continue as a going concern for 
at least a year from the date of approval of the financial statements ( the going concern 
period ). 
 

continue operations over the going concern period. 
 
Our conclusions based on this work: 
 

• W
the preparation of the financial statements is appropriate. 

• W
not, a material uncertainty related to events or conditions that, individually or 
collectively, may cast significant doubt on the Plan's ability to continue as a going 
concern for the going concern period. 
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However, as we cannot predict all future events or conditions and as subsequent events 
may result in outcomes that are inconsistent with judgements that were reasonable at 
the time they were made, the above conclusions are not a guarantee that the Plan will 
continue in operation. 
 

Fraud and breaches of laws and regulations  ability to detect 

Identifying and responding to risks of material misstatement due to fraud 

To identify risks of material misstatement due to fraud fraud risks ) we assessed events 
or conditions that could indicate an incentive or pressure to commit fraud or provide an 
opportunity to commit fraud. Our risk assessment procedures included: 
 

• Enquiring of the Trustee, and inspection of policy documentation, including risk 
-level policies and procedures to prevent and detect 

fraud, as well as enquiring whether they have knowledge of any actual, suspected 
or alleged fraud. 

• Reading Trustee Board, Audit and Governance Sub-Committee, and Investment 
Sub-Committee Meeting minutes and the Plan's breach log. 

 
We communicated identified fraud risks throughout the Audit Team and remained alert 
to any indications of fraud throughout the audit. 
 
As required by auditing standards, we perform procedures to address the risk of 
management override of controls, in particular the risk that the Trustee (or its delegates, 
including the Plan Administrator) may be in a position to make inappropriate accounting 
entries and the risk of bias in accounting estimates and judgements such as Insurance 
Policies. On this audit we do not believe there is a fraud risk related to revenue 
recognition because revenue in a pension scheme relates to contributions receivable as 
paid under an agreed schedule or pre-determined by the Trustee; there are no subjective 
issues or judgements required. 
 
We did not identify any additional fraud risks. 
 
In determining the audit procedures, we took into account the results of our evaluation 
and testing of the operating effectiveness of some of the Plan-wide fraud risk 
management controls. 
 
We also performed procedures including: 
 

• Identifying journal entries to test based on risk criteria and comparing the 
identified entries to supporting documentation. These included those posted after 
the first draft of the financial statements have been prepared. 

• Assessing whether the judgements made in making accounting estimates are 
indicative of potential bias. 
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Identifying and responding to risks of material misstatement due to non-compliance 
with laws and regulations 

We identified areas of laws and regulations that could reasonably be expected to have a 
material effect on the financial statements from our general commercial and sector 
experience and through discussion with the Trustee and its delegates (as required by 
auditing standards) and discussed with the Trustee the policies and procedures regarding 
compliance with laws and regulations. 
 
As the Plan is regulated by The Pensions Regulator, our assessment of risks involved 

complying with regulatory requirements and reading the minutes of Trustee meetings. 
 
We communicated identified laws and regulations throughout our team and remained 
alert to any indications of non-compliance throughout the audit. 
 
The potential effect of these laws and regulations on the financial statements varies 
considerably. 
 
Firstly, the Plan is subject to laws and regulations that directly affect the financial 
statements including financial reporting legislation (including related pensions 
legislation) and we assessed the extent of compliance with these laws and regulations as 
part of our procedures on the related financial statement items. 
 
Secondly, the Plan is subject to other laws and regulations where the consequences of 
non-compliance could have a material effect on amounts or disclosures in the financial 
statements, for instance through the imposition of fines or litigation, or the loss of the 

effect: pensions legislation and data protection legislation, recognising the financial and 
g standards limit the 

required audit procedures to identify non-compliance with these laws and regulations to 
enquiry of the Trustee and inspection of regulatory and legal correspondence, if any. 
Therefore, if a breach of operational regulations is not disclosed to us or evident from 
relevant correspondence, an audit will not detect that breach. 
 
We have reported separately on contributions payable under the Schedule of 
Contributions in our statement about contributions on page 19 of the annual report. 
 

Context of the ability of the audit to detect fraud or breaches of law or regulation 

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not 
have detected some material misstatements in the financial statements, even though we 
have properly planned and performed our audit in accordance with auditing standards. For 
example, the further removed non-compliance with laws and regulations is from the events 
and transactions reflected in the financial statements, the less likely the inherently limited 
procedures required by auditing standards would identify it. 
 
In addition, as with any audit, there remained a higher risk of non-detection of fraud, as 
these may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal controls. Our audit procedures are designed to detect material 
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misstatement. We are not responsible for preventing non-compliance or fraud and 
cannot be expected to detect non-compliance with all laws and regulations. 
 

Other information 

The Trustee is responsible for the other information, which comprises the Trustee report 
(including the report on actuarial liabilities and the Summary of Contributions), the 

cation of the 
Schedule of Contributions. 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 conclusion thereon in this report. 
 
Our responsibility is to read the other information and, in doing so, consider whether, 
based on our financial statements audit work, the information therein is materially 
misstated or inconsistent with the financial statements or our audit knowledge. Based 
solely on this work we have not identified material misstatements in the other 
information. 
 

Trustee's responsibilities 

As explained more fully in their statement set out on pages 5 and 6, the Plan Trustee is 
responsible for:  
 

• Supervising the preparation of financial statements which show a true and fair view. 
• Such internal control as they determine is necessary to enable the preparation of 

financial statements that are free from material misstatement, whether due to 
fraud or error. 

• A inue as a going concern, disclosing, as applicable, 
matters related to going concern; and using the going concern basis of accounting 
unless they either intend to wind up the Plan, or have no realistic alternative but to 
do so. 
 

Auditor's responsibilities 

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 

of assurance but does not 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 aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis 
of the financial statements. A fuller description of our responsibilities is provided on the 
FRC's website at https://www.frc.org.uk/auditors/audit-assurance/auditor-s-
responsibilities-for-the-audit-of-the-fi/description-of-the-auditor%e2%80%99s-
responsibilities-for 
  

https://www.frc.org.uk/auditors/audit-assurance/auditor-s-responsibilities-for-the-audit-of-the-fi/description-of-the-auditor%e2%80%99s-responsibilities-for
https://www.frc.org.uk/auditors/audit-assurance/auditor-s-responsibilities-for-the-audit-of-the-fi/description-of-the-auditor%e2%80%99s-responsibilities-for
https://www.frc.org.uk/auditors/audit-assurance/auditor-s-responsibilities-for-the-audit-of-the-fi/description-of-the-auditor%e2%80%99s-responsibilities-for
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The purpose of our audit work and to whom we owe our responsibilities 

This report is made solely to the Plan Trustee in accordance with the Pensions Act 1995 
and Regulations made thereunder. Our audit work has been undertaken so that we might 

and for no other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Plan Trustee, as a body, for our audit 
work or for the opinions we have formed. 
 
Signed by Nadia Dabbagh-Hobrow  
for and on behalf of KPMG LLP, Statutory Auditor 
Chartered Accountants 
15 Canada Square 
London 
E14 5GL 
 
Date: 
  

SETH59488
Typewriter
25 JULY 2022
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Fund account 

 
 DB Section DC Section Total Total 
 2021 2021 2021 2020 

Note £'000 £'000 £'000 £'000 
 

Contributions and benefits 

Employer contributions 739 69,773 70,512 65,516 
Employee contributions  279 279 260 
  -------------- --------------------------- --------------------------- --------------------------- 

Total contributions 5 739 70,052 70,791 65,776 
 

Transfers in 6  2,202 2,202 3,705 
Other income 7 200 4,933 5,133 1,290 
 -------------- --------------------------- --------------------------- --------------------------- 

 939 77,187 78,126 70,771 
 -------------- --------------------------- --------------------------- --------------------------- 

 

Benefits paid or payable 8 (21,795) (12,707) (34,502) (26,371) 
Payments to and on account of 
leavers 9 (19,657) (50,642) (70,299) (99,066) 
Administrative expenses 10 (4) (962) (966) (511) 
Interest payable 11    (9,686) 
 --------------------------- --------------------------- -------------------------------- -------------------------------- 

 (41,456) (64,311) (105,767) (135,634) 
 --------------------------- --------------------------- -------------------------------- -------------------------------- 

Net (withdrawals)/additions from 
dealings with members (40,517) 12,876 (27,641) (64,863) 
 

Returns on investments 

Investment income 12 34,627  34,627 75,789 
Change in market value of 
investments 13 (25,971) 278,229 252,258 326,612 
Investment management 
expenses 15 (418)  (418) 37 
 --------------------------- -------------------------------- -------------------------------- -------------------------------- 

Net return on investments 8,238 278,229 286,467 402,438 
 --------------------------- -------------------------------- -------------------------------- -------------------------------- 

Net (decrease)/increase in the fund 
during the year (32,279) 291,105 258,826 337,575 
 

Net assets of the Plan 

At 1 January 1,783,876 2,046,630 3,830,506 3,492,931 
 ----------------------------------------- ----------------------------------------- ----------------------------------------- ----------------------------------------- 

At 31 December 1,751,597 2,337,735 4,089,332 3,830,506 
 ========================================= ========================================= ========================================= ========================================= 

 
The notes on pages 29 to 52 form an integral part of these financial statements.   
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Statement of net assets available for benefits 
 

 2021 2020 
Note £'000 £'000 

 

DB Section 

Investment assets 13   
Bonds 1,197,886 1,368,223 
Pooled investment vehicles 18 692,070 657,968 
Insurance policies 20 374,200 389,300 
AVC investments 21 34 34 
Cash 22 351 739 
Other investment balances 23 3,866 3,254 
 ----------------------------------------- ----------------------------------------- 

 2,268,407 2,419,518 
 

Investment liabilities 13   
Derivatives 19 (3,673)  
Repurchase agreements 24 (531,353) (650,386) 
 -------------------------------- -------------------------------- 

 (535,026) (650,386) 
 

 -------------------------------- -------------------------------- 
Total investments 1,733,381 1,769,132 
 

Current assets 28 18,539 15,036 
 

Current liabilities 29 (323) (292) 
 

 -------------------------------- -------------------------------- 
Net assets of the Plan at 31 December 1,751,597 1,783,876 
 -------------------------------- -------------------------------- 
 

DC Section  

Investment assets 13   
Pooled investment vehicles 18 2,330,219 2,045,466 
 

Current assets 28 10,369 2,369 
 

Current liabilities 29 (2,853) (1,205) 
 
 ----------------------------------------- ----------------------------------------- 

Net assets of the Plan at 31 December 2,337,735 2,046,630 
 ========================================= ========================================= 

 
 ----------------------------------------- ----------------------------------------- 

Total assets of the Plan at 31 December 4,089,332 3,830,506 
 ========================================= ========================================= 

 

 
The financial statements summarise the transactions of the Plan and deal with the net 
assets at the disposal of the Trustee. They do not take account of obligations to pay 
pensions and benefits that fall due after the end of the Plan year. The actuarial position 
of the Plan, which does take account of such obligations, is dealt with within the report 
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on actuarial liabilities on pages 8 to 9 of the annual report and these financial 
statements should be read in conjunction therewith. 

The notes on pages 29 to 52 are an integral part of this statement of net assets. 

The financial statements were approved by the Trustee and signed on their behalf by: 

Peter Gibbs

Chair of Trustee 

Stuart Baxter
     

Trustee Director 

Date: 25 July 2022 Date: 25 July 2022
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Notes to the financial statements 

1. Basis of preparation 

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

 
Going concern 

The going concern basis of accounting is appropriate and the assessment includes the 
impact of the COVID-19 pandemic on the contributions of the Plan, volatility in assets 
under management and ability to pay out retirements and cost of operations of the Plan. 
 
The latest funding level assessed on a technical provisions basis is above 100% for the 
Plan which provides comfort that the Plan is sufficiently funded to be able to operate 
independently and provide promised retirement income in the long run. The financial 
strength of the Principal Employer is also considered and any short-term/long-term 
impact on the liquidity leading to inability to provide employer contribution obligations to 
the Plan. There is continuing intention by the Principal Employer to pay any future deficit 
contributions and any other employer contributions due. In terms of Investments, the 
Trustee has designed and implemented the Plan's investment strategy taking a long-
term view and has built in resilience to withstand short-term fluctuations. Given the 
inherent uncertainties, it is not practicable at this time to provide a quantitative estimate 
of the impact of this disruption on the Plan's asset valuation at the date of approval of 
these financial statements. We consider the Plan to be a going concern and to be able to 
meet its financial requirements based on the reasons outlined above. 
 

2. Identification of the financial statements 

The Plan is established as a trust under English law. The address for enquiries to the Plan 
is included in the Trustee's Report on page 16. 
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3. Comparative fund account  

Fund account 

 DB Section  DC Section Total 
 2020 2020 2020 

Note £'000 £'000 £'000 
 

Contributions and benefits 

Employer contributions 778 64,738 65,516 
Employee contributions  260 260 
  -------------- --------------------------- --------------------------- 

Total contributions 5 778 64,998 65,776 
 

Transfers in 6  3,705 3,705 
Other income 7  1,290 1,290 
 -------------- --------------------------- --------------------------- 

 778 69,993 70,771 
 -------------- --------------------------- --------------------------- 

 

Benefits paid or payable 8 (21,278) (5,093) (26,371) 
Payments to and on account of leavers 9 (49,505) (49,561) (99,066) 
Administrative expenses 10  (511) (511) 
Interest payable 11 (9,686)  (9,686) 
 --------------------------- --------------------------- -------------------------------- 

 (80,469) (55,165) (135,634) 
 --------------------------- --------------------------- -------------------------------- 

Net (withdrawals)/additions from dealings 
with members (79,691) 14,828 (64,863) 

 

Returns on investments 

Investment income 12 75,772 17 75,789 
Change in market value of investments 13 148,848 177,764 326,612 
Investment management expenses 15 37  37 
 -------------------------------- -------------------------------- -------------------------------- 

Net return on investments 224,657 177,781 402,438 
 -------------------------------- -------------------------------- -------------------------------- 

Net increase in the fund during the year 144,966 192,609 337,575 
 

Transfers between sections 17 (1,405) 1,405  
 

Net assets of the Plan 

At 1 January 1,640,315 1,852,616 3,492,931 
 -------------------- -------------------- -------------------- 

At 31 December 1,783,876 2,046,630 3,830,506 
 ========================================= ========================================= ========================================= 
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4. Accounting policies 

See the principal accounting policies applied to these financial statements below.  
These policies have been consistently applied to all the years presented, unless 
otherwise stated. 
 

Foreign currency translation 

 

• Purchases and sales of investments, and income and expenditure, denominated in 
foreign currencies are translated into sterling at the rates ruling at the transaction 
date. 

• Assets and liabilities denominated in foreign currencies held by the Plan at the 
period end are translated into sterling at the rates ruling on that date. 

• Gains and losses arising on translation of foreign currency investments are 
accounted for within the change in market value of the investment in the fund 
account. 

 

Presentation currency 

• rency is pounds sterling. 
 

Contributions 

• Normal contributions from the employers represent those payments made to the 
Plan to enable it to provide pension benefits on the retirement of members and 
are accounted for on an accruals basis. 

• Deficit funding contributions are accounted for as they fall due under the 
Schedule of Contributions. 

• Additional contributions are accounted for as received, except for those in respect 
of the cost of death in service spouses' pension additional contributions, which 
are accounted for on an accruals basis. 

• AVCs are accounted for when deducted by the employer. 
• Employer's augmentation contributions are accounted for when received. 
 

Payments to members 

• Benefits payable to members are accounted for in the period in which they fall 
due on an accruals basis. 

• Individual transfers to and from other pension plans are accounted for on a cash 
basis. 

• Bulk transfers are accounted for on an accruals basis, once binding agreement 
between the Trustee of the transferor and transferee plans has been reached. 

 
Monies moved out of the Plan in respect of a member are accounted for when the Plan is 
notified of the membership movement. 
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Administration expenses 

• All costs of administration other than investment manager fees, bank charges and 
other expenses as shown on the fund account are borne by the Principal 
Employer. These are recognised on an accrual basis. 

 

Investment income 

• Income from DB Section pooled investment vehicles is accounted for in the 
period in which it falls due. Interest on bank deposits is accounted for as it 
accrues. Tax recoverable on investment income is accrued on the same basis as 
the related income. 

• Income from the DC Section Pooled Investment Vehicles (PIVs) is not distributed 
but is reinvested and reflected in the increase in the fund's unit price. 

• Accrued interest is excluded from the market value of fixed income securities 
(bonds) and is included in invested income receivable. 

• Income from bonds is accounted for on an accruals basis and includes interest 
bought and sold on investment purchases and sales. 

• 
investment income on an accrual basis. 

 

Investments 

Investments are included at fair value as described below: 
 

• All types of pooled investment vehicles, including Property Unit Trusts, are stated 
at closing bid or closing single prices provided by the investment managers at the 
year-end date. 

• Cash instruments are valued at the year-end price as provided by the investment 
managers. 

• Unlisted investments are included at prices provided by investment managers 
where there is a traded market and at the Trustee's estimate of market values 
where there is not a traded market, based on the valuation provided by the 
investment managers. 

• AVC funds are included at bid or single price market value provided by the AVC 
providers at the year-end date. 

• Over-the-counter derivatives, principally comprising swaps, are valued using 
established market convention and prevailing interest rates. The amounts 
included in the change in market value are the realised gains and losses on closed 
contracts and the unrealised gains and losses on open contracts. 

• The Plan receives and gives legal and beneficial titles to assets as collateral under 
derivatives arrangements. In such circumstance, the related assets are recognised 
or de-recognised in the Net Assets Statement with a corresponding liability or 
debtor to or from the derivatives counterparty.  

• The Buy-in with Scottish Widows has been valued by the Plan actuary at the 
amount of the related obligation, determined using the most recent Plan funding 
valuation assumption updated for market value at the reporting date. Legacy 
annuities that are not included on grounds of materiality. There were issued by 
Friends Life and HBOS. 

• Accrued interest is excluded from the market value of fixed income securities and 
is included in investment income 
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• Repurchase agreements (repo)  the Plan continues to recognise and value the 
securities that are delivered as collateral and includes them in financial 
statements. 

• 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 profit and losses realised on sales of investment during 
the year. 
 

Term assurance claims 

These are accounted for on an accruals basis. 
 

5. Contributions 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 

 

Employer contributions 

Normal  69,773 69,773 
Additional 739  739 
 -------------- --------------------------- --------------------------- 

 739 69,773 70,512 
 -------------- --------------------------- --------------------------- 

 

Employee contributions 

Additional voluntary contributions  279 279 
 

 -------------- --------------------------- --------------------------- 

 739 70,052 70,791 
 ============== =========================== =========================== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 

 

Employer contributions 

Normal  63,817 63,817 
Additional 778 921 1,699 
 -------------- --------------------------- --------------------------- 

 778 64,738 65,516 
 -------------- --------------------------- --------------------------- 

 

Employee contributions 

Additional voluntary contributions  260 260 
 

 -------------- --------------------------- --------------------------- 

 778 64,998 65,776 
 ============== =========================== =========================== 

 
All normal contributions are paid under a salary sacrifice arrangement and are therefore 
shown as employer contributions. 
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Additional employer contributions in: 
 

• The DB Section relate to the provision of death in service spouses' pensions for 
employees. 

• The DC Section relate to the purchase of enhanced benefits facilitated by a bonus 
sacrifice amounting to £nil (2020: £921,393). 

 
6. Transfers in 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Individual transfers in  2,202 2,202 
 ============== ======================= ======================= 

 
 2020 

 DB Section DC Section Total 
 £'000 £'000 £'000 
Individual transfers in  3,705 3,705 
 ============== ======================= ======================= 

 

7. Other income 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Death-in-service insurance receipts  4,933 4,933 
Ex-gratia payment    
Other income 200  200 
 -------------- ----------------------- ----------------------- 

 200 4,933 5,133 
 ============== ======================= ======================= 

 

 2020 
 DB Section  DC Section Total 
 £'000 £'000 £'000 
Death-in-service insurance receipts  1,288 1,288 
Ex-gratia payment  2 2 
Other income    
 -------------- ----------------------- ----------------------- 

  1,290 1,290 
 ============== ======================= ======================= 
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8. Benefits paid or payable 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Pensions 17,890  17,890 
Commutation of pensions and lump sum 
retirement benefits 3,253 4,303 7,556 
Purchase of annuities 14 1,131 1,145 
Lump sum death benefits 581 7,235 7,816 
Taxation where lifetime or annual allowance 
exceeded 57 38 95 
 ------------------ ------------------ ------------------ 
 21,795 12,707 34,502 
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Pensions 17,747  17,747 
Commutation of pensions and lump sum 
retirement benefits 2,502 1,931 4,433 
Purchase of annuities 17 647 664 
Lump sum death benefits 885 2,451 3,336 
Taxation where lifetime or annual allowance 
exceeded 127 64 191 
 -------------------- -------------------- -------------------- 

 21,278 5,093 26,371 
 ============= ============= ============= 

 
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. 
 

9. Payments to and on account of leavers 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Individual transfers to other schemes 19,657 50,642 70,299 
 =========================== =========================== =========================== 

 

 
 2020 

 DB Section DC Section Total 
 £'000 £'000 £'000 
Individual transfers to other schemes 49,505 49,561 99,066 
 ============= ============= ============= 
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10. Administrative expenses 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Administration and processing  941 941 
Other admin expenses 4 21 25 
 -------------- -------------- -------------- 

 4 962 966 
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Administration and processing  511 511 
Other admin expenses    
 -------------- -------------- -------------- 

  511 511 
 ============== ============== ============== 

 

Other than the costs disclosed above, all other expenses are borne by the Principal 
Employer. 
 

11. Interest payable 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Net interest payable    
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Net interest payable 9,686  9,686 
 ======================= ============== ======================= 

 

12. Investment income 

 
 2021 

 DB Section DC Section Total 
 £'000 £'000 £'000 
Income from bonds 11,768  11,768 
Income from pooled investment vehicles 7,263  7,263 
Investment income from annuities to fund on-
going liabilities 15,361  15,361 
Income from other investments 235  235 
Interest on cash deposits    
 ------------ ------------ ------------ 

 34,627  34,627 
 ======== ======== ======== 
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 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Income from bonds 51,639  51,639 
Income from pooled investment vehicles 8,509  8,509 
Investment income from annuities to fund on-
going liabilities 15,664  15,664 
Income from other investments (45)  (45) 
Interest on cash deposits 5 17 22 
 --------------------------- -------------- --------------------------- 

 75,772 17 75,789 
 =========================== ============== =========================== 

 
13. Reconciliation of investments 

DB Section 

  
Value at 1 

January 
2021 

 

Purchases 
at cost and 

derivative 
payments 

Sales 
proceeds 

and 
derivative 

receipts 

Change in 
market 

value 
 

Value at 31 
December 

2021 
 

  £'000 £'000 £'000 £'000 £'000 
Bonds 1,368,223 202,800 (354,681) (18,456) 1,197,886 
Pooled investment 
vehicles 657,968 448,154 (428,026) 13,974 692,070 
Derivatives    (3,673) (3,673) 
Insurance policies 389,300   (15,100) 374,200 
AVC investments 34    34 
 ----------------------------------------- -------------------------------- -------------------------------- --------------------------- ----------------------------------------- 

 2,415,525 650,954 (782,707) (23,255) 2,260,517 
  ================================ ================================   

 

Cash 739    351 
Other investment 
balances 3,254    3,866 
Repurchase 
agreements (650,386)   (2,716) (531,353) 
 -----------------------------------------   --------------------------- ----------------------------------------- 

 1,769,132   (25,971) 1,733,381 
 =========================================   =========================== ========================================= 

 

DC Section 

  Value at 1 
January 

2021 

Purchases 
at cost 

 

Sales 
proceeds 

 

Change in 
market 

value 

Value at 31 
December 

2021 
  £'000 £'000 £'000 £'000 £'000 
Pooled investment 
vehicles 2,045,466 224,827 (218,303) 278,229 2,330,219 
 ========================================= ================================ ================================ ================================ ========================================= 
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14. Transaction costs 

Transaction costs are included in the cost of purchases and sales proceeds within each 
underlying investment fund. Transaction costs include costs such as fees, commissions 
and stamp duty. No direct investment transaction costs are charged to the Plan. 
 

15. Investment management expenses 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Administration, management and custody 418  418 
 ============== ============== ============== 

 
 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Administration, management and custody (37)  (37) 
 ============== ============== ============== 

 

16. 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 arising on overseas 
investment income. Tax charges are accrued on the same basis as the investment 
income to which they relate. 
 

17. Transfers between sections 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Transfers between sections    
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Transfers between sections (1,405) 1,405  
 ======================= ======================= ============== 
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18. Pooled investment vehicles 

The Plan's investments in pooled investment vehicles at the year-end comprised: 
 
 2021 

 DB Section DC Section Total 
 £'000 £'000 £'000 
Equity  1,861,752 1,861,752 
Bond  62,057 62,057 
Hedge funds 85,656  85,656 
Diversified growth  396,194 396,194 
Private equity 5,629  5,629 
Property 46,920 10,216 57,136 
Liquidity fund 34,415  34,415 
Overseas bonds    
Absolute Return Bond Investment 150,624  150,624 
Loan Funds 123,311  123,311 
Unconstrained Bonds 198,345  198,345 
Property debt 47,170  47,170 
 -------------------------------- ----------------------------------------- ----------------------------------------- 

 692,070 2,330,219 3,022,289 
 ================================ ========================================= ========================================= 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Equity  1,634,477 1,634,477 
Bond  53,392 53,392 
Hedge funds 84,290  84,290 
Diversified growth  348,805 348,805 
Private equity 7,235  7,235 
Property 112,433 8,792 121,225 
Liquidity fund 13,372  13,372 
Overseas bonds 22  22 
Absolute Return Bond Investment 151,435  151,435 
Loan Funds 116,001  116,001 
Unconstrained Bonds 115,954  115,954 
Property debt 57,226  57,226 
 -------------------------------- ----------------------------------------- ----------------------------------------- 

 657,968 2,045,466 2,703,434 
 ================================ ========================================= ========================================= 
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19. Derivatives 

The Trustee has authorised the use of derivatives by their investment managers as part of 
their investment strategy for the Plan as explained in the Trustee's report. At the year-end 
the Plan had the following derivatives: 
 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 

 

Derivative assets 

Swaps    
 ============== ============== ============== 

 

Derivative liabilities 

Swaps (3,673)  (3,673) 
 ======================= ============== ======================= 

 
 ----------------------- -------------- ----------------------- 

 (3,673)  (3,673) 
 ======================= ============== ======================= 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 

  

Derivative assets 

Swaps    
 ============== ============== ============== 

 

Derivative liabilities 

Swaps    
 ============== ============== ============== 

 

 -------------- -------------- -------------- 
 – – – 

 ============== ============== ============== 
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Swaps 

The Plan had outstanding derivative swap contracts at the year-end as follows: 
 

DB Section 

Nature 
No. of 

contracts 
Notional 
amounts 

Expires 
 

Asset 
value 

Liability 
value 

  £'000  £'000 £'000 
SWAP OIS 0.050000 1 106,568 4 MAR 2022  (50) 
SWAP OIS 0.059000 

1 150,000 
27 MAY 

2022  (229) 
SWAP OIS 0.131000 1 142,472 4 AUG 2022  (313) 
TRSWAP: UK CONV 
GILT 1.75 1 67,080 22 JUL 2022  (2,924) 
TRSWAP: UK CONV 
GILT 3.5 1 4,073 22 JAN 2023  (157) 
  --------------------------------  -------------- ----------------------- 

Total 2021  470,193   (3,673) 
  --------------------------------  -------------- ----------------------- 

Total 2020      
  ================================  ============== ======================= 

 
-end, BlackRock will have posted 

collateral to the relevant counterparties as per the terms of the agreements in place with 
the counterparties. 

 

20. Insured pensioners 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Annuities 374,200  374,200 
 ================================ ============== ================================ 

 

 2020 
 Defined 

benefit 
section 

Defined 
contributio

n section Total 
 £'000 £'000 £'000 
Annuities 389,300  389,300 
 ================================ ============== ================================ 

 

The values of the annuity policies above have been estimated using a roll-forward 
approach. The rollforward allows for market conditions at the effective date, benefit 
outgo and expected changes to the membership profile. 
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21. AVC investments 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Aviva 34  34 
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Aviva 34  34 
 ============== ============== ============== 

 

In the DB Section of the Plan, the Trustee holds assets invested separately from the 
main fund in the form of individual insurance policies or investment accounts. In the DC 
Section of the Plan, these assets are held in pooled investment vehicles with other DC 
investments. In both sections these assets secure additional benefits on a DC basis for 
those members electing to pay AVCs. Members participating in this arrangement each 
receive an annual statement made up to 31 December of the relevant year confirming 
the amounts held in their account and the movements in the year. 
 

22. Cash 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 

 

Cash assets 

Sterling 351  351 
 ============== ============== ============== 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 

Cash assets 

Sterling 739  739 
 ============== ============== ============== 
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23. Other investment balances 
 2021 

 DB Section DC Section Total 
 £'000 £'000 £'000 

Other investment balances assets 

Accrued income 3,866  3,866 
 ======================= ============== ======================= 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 

Other investment balances assets 

Accrued income 3,254  3,254 
 ======================= ============== ======================= 

 

24. Repurchase and reverse repurchase agreements 

At the year-end, amounts payable under repurchase agreements amounted to 
£531,353,240 (2020: £650,385,961) and amounts receivable under reverse repurchase 
agreements amounted to £nil (2020: £nil).  
 

25. Fair value determination 

The fair value of financial instruments has been estimated using the following fair value 
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) 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. 
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The Plan's investment assets and liabilities have been fair valued using the above 
hierarchy categories as follows: 
 
    At 31 December 2021 
    Level 1 Level 2 Level 3 Total 

  £'000 £'000 £'000 £'000 

DB Section 

Bonds 1,197,886   1,197,886 
Pooled investment vehicles  638,946 53,124 692,070 
Derivatives  (3,673)  (3,673) 
Insurance policies   374,200 374,200 
Other investments 3,866   3,866 
AVC investments   34 34 
Cash 351   351 
Repurchase agreements (531,353)   (531,353) 
 ----------------------------------------- -------------------------------- -------------------------------- ----------------------------------------- 

 670,750 635,273 427,358 1,733,381 

DC Section 

Pooled investment vehicles  2,330,219  2,330,219 
 

 -------------------------------- ----------------------------------------- -------------------------------- ----------------------------------------- 

  670,750 2,965,492 427,358 4,063,600 
 ================================ ========================================= ================================ ========================================= 

 
 At 31 December 2020 
 Level 1 Level 2 Level 3 Total 

 £'000 £'000 £'000 £'000 

DB Section 

Bonds 1,368,223   1,368,223 
Pooled investment vehicles  593,159 64,809 657,968 
Derivatives     
Insurance policies   389,300 389,300 
Other investments 3,254   3,254 
AVC investments   34 34 
Cash 739   739 
Repurchase agreements (650,386)   (650,386) 
 ----------------------------------------- ----------------------------------------- -------------------------------- ----------------------------------------- 

 721,830 593,159 454,143 1,769,132 

DC Section 

Pooled investment vehicles  2,045,466  2,045,466 
 

 -------------------------------- ----------------------------------------- -------------------------------- ----------------------------------------- 

  721,830 2,638,625 454,143 3,814,598 
 ================================ ========================================= ================================ ========================================= 

 
 

The investments comprise defined contribution assets that are allocated to provide 
benefits to the individuals on whose behalf the contributions were paid. Those assets 
identified as designated to members in the Statement of Net Assets accordingly do not 
form a common pool of assets available for members generally. Members receive a 
statement at least once a year confirming the contributions paid on their behalf and the 
value of their defined contribution rights. 
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26. Investment risk disclosures 

FRS 102 requires the disclosure of information in relation to certain investment risks. 
These risks are set out by FRS 102 as follows: 
 

• 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. 
o Currency risk: this is the risk that the fair value of future cash flows of a 

financial asset will fluctuate because of changes in foreign exchange rates. 
o Interest rate risk: this is the risk that the fair value of future cash flows of 

a financial asset will fluctuate because of changes in market interest rates. 
o Other price risk: this is the risk that the fair value of 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 in dividual financial 
instrument or its issuer, or factors affecting all similar financial 
instruments traded in the market. 

 
The Trustee determines its investment strategy after taking advice from a professional 
investment adviser. The Plan has exposure to these risks because of the investments it 
makes in following the investment strategy set out in the DB asset allocation table in the 
Annual Report and Financial Statements as well as outlined below. 
 

is set out below. This does not include AVC investments as these are not considered 
significant in relation to the overall investments of the Plan. 
 

DB Section 

Investment strategy 
The investment objective of the DB Section 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 Section payable under the Trust Deed and 
Rules as they fall due. 
 
The Trustee sets the investment strategy for the DB Section taking into account 
considerations such as the strength of the employer covenant, the long-term liabilities of 
the DB Section and the funding agreed with the Employer. The investment strategy is 
set out in its Statement of Investment Principles (SIP). 
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The current strategy is to hold: 
 

• Return-seeking "beta" type investments; where performance is expected to be 
largely determined by market returns. These include private equity funds and UK 
and European property funds. 

• Return-seeking "cash plus" type investments; where performance is expected to 
be determined, to a greater extent, by manager skill and measured against cash 
benchmarks. These include a global loan fund, two property debt funds and an 
unconstrained bond fund. 

• Protection assets; which are designed to hedge against the impact of interest 
rate and inflation movements on the uninsured long-term liabilities of the Plan. 
These assets comprise of a segregated portfolio of gilts, repurchase agreements, 
swaps and cash/liquidity funds, whilst they are supplemented by two absolute 
return bond funds and an asset backed securities fund. The absolute return bond 
and asset backed securiti
which are held in an effort to avoid a cash drag. 

• Bulk annuities; where the Plan receives cash flows from an insurer to cover the 
benefit payments of the insured members. In September 2018 the Plan entered 
into a large bulk annuity contract with Scottish Widows which insured the 
pensioner membership as at 31 December 2017. 

 
Credit risk 
The Plan is subject to direct credit risk because the Plan directly invests in bonds and has 
cash balances. The Plan is also subject to direct credit risk from the potential default of 
any of the pooled fund managers with which it invests. The underlying assets of the 
pooled investment vehicles are however held separately from the assets of the 
investment manager. 
 
Within the LDI portfolio, credit risk arising on bonds held directly is mitigated by 
investing in government bonds where the credit risk is minimal. Credit risk arising on 
derivatives depends on whether the derivative is exchange traded, centrally cleared or 
OTC. OTC derivative contracts are not guaranteed by any regulated exchange and 
therefore the Plan is subject to risk of failure of the counterparty. The credit risk for OTC 
derivatives is reduced by the daily exchange of collateral between the Plan and the 
counterparties. At the year end the Plan had no exposure to any OTC derivatives within 
the LDI portfolio. 
 

from pooled investment vehicles is mitigated by the underlying assets of the pooled 
arrangements being ring-fenced from the pooled manager, the regulatory environments 
in which the pooled managers operate and diversification of investments amongst a 
number of pooled arrangements. Within the property debt allocation, credit risk is 
mitigated by diversifying the Plan's investment between two managers and each 
manager investing in a range of debt seniority (whole loans as well as mezzanine debt). 
 
The Trustee carries out due diligence checks on the appointment of new pooled 
investment managers and on an ongoing basis monitors any changes to the regulatory 
and operating environment of the pooled manager. 
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Direct credit risk also arises from the bulk annuity contract with Scottish Widows; 
however this is mitigated by the regulatory environment in which insurers operate. This 
regulatory environment requires insurers to hold sufficient capital reserves to withstand 
significant shocks whilst the Financial Services Compensation Scheme is expected to 
provide compensation to policyholders if an insurer becomes insolvent, but this is 
untested. 
 
Indirect credit risk arises from the underlying assets of the pooled investment vehicles, 
where some of the managers will have the discretion to invest in credit (e.g. corporate 
bonds, asset-backed securities, global loans) including non-investment grade credit. The 
investment managers decide on the credit allocation taking into account the objectives 
of the fund. The Trustee manages the associated credit risk by selecting a range of 
investment managers and mandates consistent with the Plan's objectives. The holdings 
of each mandate are diversified. The return from these investments is expected to 
compensate for the risk taken. 
 
Currency risk 
The Plan is subject to currency risk in two ways: 
 

1. To the extent that managers of Sterling-denominated pooled funds in which the 
Plan invests, purchase assets denominated in currencies other than Sterling 
without hedging the currency risk. 

 

The investment managers decide whether or not to hedge the currency risks 
associated with any non-Sterling denominated investments taking into account 
the objectives of the fund. The asset-backed securities, loan fund, absolute return 
bond funds and unconstrained bond fund may or may not hedge currency risks 
associated with their non-Sterling positions 

 

2. To the extent it invests in funds denominated in non-Sterling currencies without 
hedging the currency risk. 

 

The Plan's private equity funds are largely denominated in USD and the Trustee 
does not hedge the currency risk. The Plan's European property allocation is 
denominated in EUR and the Trustee does not hedge the currency risk. The Plan's 
allocation to private equity and European property is very small. 

 
Interest rate risk 

are held directly in bonds, repurchase agreements, swaps and cash (largely in the 
segregated LDI portfolio). 
 
The Plan's economic liabilities are broadly as sensitive to changes in interest rates as the 
Plan's assets. To the extent that the assets are subject to interest rate risk, this provides 
a hedge to movements in interest rates and therefore reduces risk for the Plan in 
aggregate. 
 
Within some of the Plan's pooled investment vehicles, the manager will have discretion to 
invest in assets which result in interest rate risk. The investment managers decide whether 
or not to hedge the interest rate risk taking into account the objectives of the fund. 
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Other price risk 
Other price risk arises in relation to all of the Plan's invested assets. The Trustee 
manages this exposure to overall price movements by constructing a diverse portfolio of 
investments across various asset classes and markets. 
 

 Risk Categories   
  Market Risk   
 Credit  Interest Other 

Price   
 Risk Currency Rate Risk 2021 2020 
Segregated           
Bonds ✓ x ✓ ✓ 1,197,886 1,368,223 
Derivatives ✓ x ✓ ✓ (3,673)  
Pooled 
investment 
vehicles 

    

  
Private Equity ✓ ✓ x ✓ 5,629 7,235 
Property ✓ ✓ ✓ ✓ 46,920 112,433 
Property Debt ✓ x ✓ ✓ 47,170 57,226 
Asset Backed 
Securities 

✓ ✓ ✓ ✓ 

85,656 84,290 
Absolute 
Return Bond 
Investment 

✓ ✓ ✓ ✓ 

150,624 151,435 
Loan Funds ✓ ✓ ✓ ✓ 123,311 116,001 
Unconstrained 
Bond Fund 

✓ ✓ ✓ ✓ 

198,345 115,954 
Liquidity Funds ✓ x ✓ ✓ 34,415 13,372 

 

 

DC Section 

Investment strategy 
The Trustee's objective is to make available to members of the DC Section an 
appropriate range of investment options designed to generate income and capital 
growth, which together with contributions from members and the bank, will accumulate 
in a retirement account to be used to provide members with a source of funds and/or 
ongoing income on retirement. The SIP outlines the investment objectives and strategy 
for the DC Section. 
 
The investment funds offered to members are white labelled funds provided by Fidelity. 
 
The Trustee has an insurance policy in place with Fidelity that sets out guidelines for the 
underlying investments held by the funds. The day-to-day management of the underlying 
investments of the funds is the responsibility of the third-party investment managers, 
including the direct management of credit and market risks. 
 

The DC Section's third-party investment managers, made available to members through 
Fidelity, are listed here. 
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The Trustee, with the help of its investment advisers, regularly monitors the underlying 
funds' performance, on-going suitability and adherence with the respective investment 
mandates, including through performance monitoring metrics that highlight any 
underperforming funds. The Trustee, with the help of its investment advisers, undertakes 
a more in-depth review of the underlying fund range on an annual basis to ensure funds 
made available to members continue to compare favourably with other funds available in 
the market and that costs and charges borne by members continue to represent good 
value to those members. 
 
Credit risk 
The DC Section is subject to direct credit risk in relation to each of the underlying 
investment managers as listed on page 4 and Fidelity through its holding in unit linked 
funds made available by FIL Life Insurance Limited. FIL Life Insurance Limited is 
regulated by the Financial Conduct Authority and maintains separate funds for its policy 
holders. 
 
FIL Life Insurance Limited policyholders bear the risks and rewards of investing in their 
chosen funds. FIL Life lnsurance Limited invests in underlying assets and passes to the 
relevant funds the proceeds that it receives from the sale of those assets when a 
policyholder cancels units in a FIL Life Insurance Limited fund or switches from one fund 
to another. 
 
Where assets backing FIL Life Insurance Limited policy liabilities are reinsurance 
contracts, FIL Life Insurance limited seeks to obtain deeds of charge or an equivalent 
form of security from the relevant life insurance companies to rank FIL Life Insurance 
united equally with other policyholders of the reinsurer were it to become insolvent and 
have to pay out its assets in an order of priority. The law would otherwise put FIL Life 
Insurance Limited below direct policyholders of the reinsurer. 

 
Policyholders still bear the risk that a fund manager, whether a reinsurer or not, does not 
pay FIL Life Insurance Limited whatever is due. Policyholders will not have recourse to 

managers beyond the amounts received by FIL Life Insurance Limited. 
 
To ensure that all investment options made available are offered through a transparent 
and highly governed and risk-controlled infrastructure, FIL Life Insurance Limited 
undertakes rigorous due diligence processes with all investment managers. 
 
The Trustee monitors the creditworthiness of FIL Life Insurance Limited by reviewing 
published credit ratings. In the event that FIL Life Insurance Limited becomes insolvent, 
direct insurance policyholders may be eligible for protection under the FSCS. Hence, the 
Trustee may make a claim (on behalf of members) for 100% of its policy value with FIL 
Life Insurance limited. 
 

The DC Section is also subject to indirect credit and market risk arising from the 
underlying investments held in the white labelled funds. The types of funds which have 
significant exposure to these risks are set out below: 
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  Credit Currency Interest Other 

Price   
 risk  rate risk 2021 2020 
Bonds ✓ x ✓ ✓ 62,057 53,392 
Diversified 
Growth 

✓ ✓ ✓ ✓ 
353,430 306,256 

Money Market ✓ x ✓ ✓ 42,764 42,549 
Equity x ✓ x ✓ 1,861,752 1,634,477 
Property ✓ x ✓ ✓ 10,216 8,792 

 

27. Concentration of investments 

The following investments amounted to more than 5% of the total net assets as at 31 
December: 
  2021 2020 
  £'000 % £'000 % 
DB Section     
Scottish Widows Insured Annuity 374,200 9.15 389,300 10.16 
UK Conv Gilt 3.500 22/1/2045 224,500 5.49 251,500 6.57 
UK I/L Gilt 0.125 22/3/2044 177,700 4.35 198,600 5.18 
     
DC Section     
BlackRock UK Absolute Alpha 
Fund 

357,400 8.74 295,600 7.72 

Veritas Global Focus GBP Acc 
NAV 

241,800 5.91 197,400 5.15 

Sands Capital Global Growth 
Fund A Sterling Accumulating 
Class 

232,000 5.67 225,400 5.88 

LF Lindsell Train UK Equity 
Fund Accumulation 

214,600 5.25 184,600 4.82 

 

28. Current assets 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Other debtors  198 198 
Due between sections 23 112 135 
Prepayments 1,333  1,333 
Cash balances 17,183 10,059 27,242 
 --------------------------- --------------------------- --------------------------- 

 18,539 10,369 28,908 
 =========================== =========================== =========================== 
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 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Other debtors  227 227 
Due between sections 46 112 158 
Prepayments 1,162  1,162 
Cash balances 13,828 2,030 15,858 
 --------------------------- ----------------------- --------------------------- 

 15,036 2,369 17,405 
 =========================== ======================= =========================== 

 

29. Current liabilities 
 

 2021 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Unpaid benefits 147 2,329 2,476 
Accrued expenses 64 488 552 
Due between sections 112 23 135 
Other creditors  13 13 
 -------------- ----------------------- ----------------------- 

 323 2,853 3,176 
 ============== ======================= ======================= 

 

 2020 
 DB Section DC Section Total 
 £'000 £'000 £'000 
Unpaid benefits 175 1,016 1,191 
Accrued expenses 5 143 148 
Due between sections 112 46 158 
Other creditors    
 -------------- ----------------------- ----------------------- 

 292 1,205 1,497 
 ============== ======================= ======================= 

 

30. Related party transactions 

The bank directly paid costs relating to the death in service insurance premiums of the 
Plan. 
 

All directors of Bank of America UK Retirement Plan Trustees Limited during the 2021 
year, with the exceptions of Dermot John McMullan, Peter J Gibbs and Mervyn Gutteridge 
are members of the Plan. Contributions and pensions in relation to these members were 
paid in accordance with the Plan's Trust Deed and Rules. 
 

Certain Trustee Directors receive remuneration for their services to the Plan. This 
amounted to £359,113 for the year (2020: £322,707). As with all other administration 
costs these are borne by the bank. 
 

31. Contingent liabilities 

The Plan had no contingent liabilities at 31 December 2021. 
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32. GMP equalisation 

On 26 October 2018, the High Court handed down a judgment involving the Lloyds 
Banking Group's DB pension schemes. The judgment concluded the schemes should be 
amended to equalise pension benefits for men and women in relation to guaranteed 
minimum pension benefits. On November 2020, the High Court issued a follow on 
judgement to the Lloyds case and ruled that pension schemes will also need to revisit 
transfer payments made since 17 May 1990 to consider if any additional value is due as 
a result of GMP equalisation. The issues determined by the judgment arise in relation to 
many other DB pension schemes. The Trustee of the Plan is aware that the issue will 
affect the Plan and has been considering this further at meetings and decisions will be 
made as to the next steps. Under the ruling's schemes are required to backdate benefit 
adjustments in relation to GMP equalisation and provide interest on the backdated 
amounts. 
 
The Trustee has obtained an estimate of the additional liability for the Plan as at 31 
December 2018 in respect of the October 2018 GMP equalisation ruling. The estimated 
additional liability on the technical provisions basis as at 31 December 2018 is around 
£3.4 million. This estimate is based on the Trustee's view of the most likely equalisation 
methodology to be adopted and a top-down assessment of the likely impact on 
members. In respect of the November 2020 ruling, it has been estimated that the 
additional liability as at 31 December 2020 is around £0.75m. The main areas of 
uncertainty relating to the determination of the additional liability relate to the 
identification of the number of members affected and the amount of backdated pension 
per member. The Trustee is currently working with the Plan administrators to determine 
this information, and the backdated pension adjustments, related interest and increases 
to transfer values will be paid to members once the exercise is completed. For the 
purposes of determining the impact on the Plan's liabilities as at 31 December 2018, 31 
December 2019, and 31 December 2020 the Trustee has made its best efforts based on 
reasonable assumptions and taking into account the time value of money. Due to the 
estimates not being material the financial statements have not been adjusted. GMP 
equalisation is a complex area and the Trustee expects the project to take some time to 
resolve. 



 

Bank of America UK Retirement Plan | Implementation Statement (forming part of the Trustee s report)                                2 

 

 

Implementation Statement for the period covering 1 January 2021 to 31 
December 2021 (forming part of the Trustee s report) 

 

On 6 June 2019, the Government published the Occupational Pension Schemes 
(Investment and Disclosure) (Amendment) Regulations 2019 (the Regulations ). The 
Regulations require that the Trustee produces an annual statement called an 
Implementation Statement ( IS ) which outlines the following:  

 

• A summary of any review and subsequent changes made to the Statement of 
Investment Principles ( SIP ). 

• Evidence on how the Trustee has fulfilled the objectives and policies included in 
the SIP. 

• Describe the voting behaviour by or on behalf of the Trustee (including the most 
significant votes cast) and state any use of third-party providers of proxy voting 
services. 

 

This is the second IS that the Trustee has prepared and covers the information set out 
above for the Bank of America UK Retirement Plan (the Plan ). This statement covers the 
Plan year from 1 January 2021 to 31 December 2021. This Statement covers the Defined 
Benefit (DB), Defined Contribution (DC) and Additional Voluntary Contributions (AVC) 
Sections of the Plan. However, due to the relatively small size of the AVC funds, we have 
not explicitly commented on these in the voting and engagement sections below. 

 

Executive summary 

Based on the activity carried out over the Plan year by the Trustee and its investment 
managers, the Trustee is of the opinion that its policies have been implemented 
effectively in practice. The Trustee notes that based on the information provided, the 
investment managers employed are exercising their respective voting and engagement 
duties (where applicable) to a satisfactory level.  

 

Despite all managers having robust stewardship policies in place, some managers were 
unable to provide examples of significant votes or engagements carried out over the 

 

 

The Trustee has asked for explanations from fund managers that have not provided 
examples of significant votes and engagements. The Trustee expects improvements in 
disclosures over time in line with the increasing expectations on asset managers and 
their significant influence to generate positive outcomes for the Plan through considered 
voting and engagement.   

 

Review and changes made to the SIP over the year  

The Trustee has a policy to review the SIP formally at least every three years, or after 
any significant change in investment policy or member demographics. 
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The Statement of Investment Principles ( SIP ) was reviewed during the year and updated 
in July 2021.  

 

The changes made included:  

 

• Representing the strategic allocation for the DB Section of the Plan as a range 
following a change in investment strategy. The Trustee is in the process of selling 
the 
sales.  

• Updating benchmark information and valuation, which had changed since the last 
version of the SIP. 

• Noting that the Money Market Fund in the DC Section of the Plan is a deemed 
default. This is because the Money Market Fund was used as a default destination 
for contributions intended for the UK Property Fund when trading in and out of 
the UK Property Fund was temporarily suspended. It is a requirement for all 
deemed defaults to be specified in the SIP. 

 

The Trustee sought input on these changes from its investment adviser, Aon, and the 
Sponsor. 

 

Meeting the objectives and policies as set out in the SIP that apply to both 
the DB and DC Sections 

The Trustee outlines in the SIP a number of key objectives and policies. The full wording 

of these SIP policies can be found in the SIP document at this link: 

www.bofapension.co.uk > Resources > Statutory Information. 

 

The Trustee has considered the broad themes these objectives and policies fit into and 
have noted these below together with an explanation of how these objectives have been 
met and policies adhered to over the course of the year. 

 

Policies relating to Responsible Investment ( RI ), Environment, Social and 
Governance ( ESG ) related factors and Investment Stewardship 

Over the year, the Trustee received training on RI at the meetings in March, November 

respect of the Task Force on Climate-Related Financial Disclosures  compliance.  

 

The Trustee training also covered other areas including climate related investment 
options for pension schemes and different approaches to climate change risks. The 
Trustee decided to take further advice from Aon on this matter when setting the asset 
allocation for the Plan's DB Section and strategy for the DC Section, when selecting 
investment managers and monitoring their performance. Over the year the Trustee took 

https://epa.towerswatson.com/doc/BAM/pdf/bofa-boarp-investment-principles--.pdf
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vestments over the 
short and longer-term. 

 

In relation to the investments already held by the Plan, an ESG score for each investment 
manager is reported by Aon in the quarterly monitoring reports, with the exception of 
some illiquid managers within the DB Section. These ratings take into account the 

 awareness of all known and potentially financially material ESG 
risks in the investment strategy, and the steps that have been taken by the manager to 
identify, evaluate and potentially mitigate these risks across the portfolio. 

 

The Trustee also considered RI policies and integration of these policies in the 
investment processes for all prospective managers over the year. The Trustee received 
the RI policies and integration information for all manager selection exercises that were 
undertaken during the Plan year, specifically Emerging Markets and Money Market funds. 
All prospective managers were asked about their Stewardship activities and policies. 

 

The Trustee has also collected the voting and engagement records of each of its 
investment managers over the Plan year. Some examples of these are reported in detail 
later in this statement. 

 

To date, most managers are meeting the requirements and those that are falling short 
have plans in place to do so. The Trustee will continue to monitor the situation. 

 

Policies in relation to monitoring the Plan investments 

The Trustee received quarterly investment monitoring reports from Aon covering both 
the DB and DC sections. The investment reports include performance reporting on all the 
investment funds relative to their respective benchmarks or targets and a performance 
attribution commentary, which highlights key factors affecting the performance of the 
funds over the quarter. Any issues with the managers' investment strategy, including the 
ESG assessment, are flagged. 

 

The DB Section receives reports on performance on a quarterly basis from an 
independent performance measurer, HSBC.  

In addition to quarterly monitoring reports, ad-hoc projects were undertaken during the 
year where there were any concerns over a particular manager. An example of this is the 
removal of the Lazard Emerging Markets Fund from the Equity Lifestyle Fund and 
Emerging Markets Equity Fund. 

 

Policies in relation to appointing new managers 

As part of Aon's investment manager research process, the governing documentation of 
investments is reviewed for appropriateness before a Buy  rating is given. 
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The Trustee considered the investment manager policies, including those on ESG factors, 
before appointing new managers in a number of manager selections that were carried 
out over the year.  

 

Policies in relation to engagement with investment managers 

The Trustee, with advice from Aon, considers the suitability of the Plan's asset managers 
on an ongoing basis. Aon's investment manager research function meets the rated 
managers on a regular basis to assess any changes in the investment staff, investment 
process, risk management and other manager evaluation factors to ascertain whether 
the overall rating assigned to the fund remains appropriate and the manager remains 
suitable to manage the assets. The Trustee also meets with the investment managers 
directly at Trustee meetings on a regular basis, where their ongoing suitability is 
reviewed and discussed. The managers' awareness regarding potential ESG risks in the 
investment strategy is also considered as part of monitoring and assigning the ESG 
rating to the fund.  

 

In case of any noteworthy development regarding a manager that may or may not have 
resulted in a change in the overall rating assigned to the fund by the Plan's Investment 
Adviser, the Trustee is apprised of the development and advised accordingly.  

 

If a fund is no longer considered the best in class or the most suitable based on the 
Investment Adviser's evaluation, the Trustee reviews the fund's appropriateness for the 
Plan. In 2021, it had been concluded that the Invesco Global Targeted Returns Fund 

 persistently delivered returns below expectations. The Trustee has replaced this 
fund as part of a wider restructure of the Diversified Growth and Diversified Lifestyle 
Funds during 2021 and early 2022. 

 

Policies in relation to Plan charges 

DB Section 

The Trustee has appointed ClearGlass (a cost gathering company) to collect costs data 

investment managers  costs data over the calendar year 2020, which resulted in the 
Trustee agreeing to negotiate fees with managers where it was deemed there was 
sufficient scope for potential fee concessions. 

 

DC Section 

Cost and charges data has been collated by Fidelity for the Plan year and will be 
published in the annual Chair's Statement.  

 

The charges data includes the annual management charge, which is the annual fee 
charged by the manager for investing in the fund. Additional expenses such as trading 
fees or legal fees are also summarised to reflect the total cost of investing in a fund. In 
addition to this, transaction costs that are incurred within the day-to-day management 
of the assets by the manager are also collated and published in the statement.  
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Aon has reviewed these member borne costs and have confirmed that they all appear 
appropriate for each mandate. 

 

Meeting the objectives and policies as set out in the Statement of 

 that apply to DC Section alone 

The Trustee outlines a number of key objectives and policies in the SIP. These are noted 
below, together with an explanation of how these objectives have been met and policies 
adhered to over the course of the year.  

 

Policies in relation to investment strategy and investment managers 

The Trustee has continued to provide members with a broad range of investment 
choices over the year. Members can choose between two different approaches to invest 
their Member Account:  

 

• The 'Freestyle' approach, where the member chooses to invest in one or more 
individual funds from the available range to meet their long and short-term 
investment objectives.  

• The 'Lifestyle' approach, where the Trustee offers the members three options, 
each with a different level of risk and potential return. For each of these options, 
members can also select any one of the three pre-retirement phase options in the 
run up to retirement.  
 

These pre-retirement options target different asset allocations at retirement that may 
be more suitable for members depending on whether they are seeking to purchase an 
annuity, move into a flexible drawdown product, or take the full amount as cash.  

 

The Trustee regularly monitored the strategies and funds available to members to ensure 
they were meeting their objectives and that their inclusion in the fund range continued 
to be in members' best interests.  

 

There were no changes made to the Default Arrangement during the year, however, 
changes are being implemented to the available investment strategies during 2022. The 
implementation of some changes was carried out during the year to the underlying 
constituents of some of the funds. In particular, the Trustee made a number of changes 
to the Diversified Growth Fund and the Diversified Lifestyle Fund to introduce a Risk 
Parity Fund and Multi Asset Credit Fund into the underlying mix of funds. 

 

As part of the Trustee's aim for greater 
investment strategies, the BlackRock Sterling Liquidity Fund was replaced by BlackRock 
Liquidity Environmentally Aware Fund within the Money Market Fund in the Plan. 
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During the year, the Equity Lifestyle Fund and the Emerging Markets Equity Fund  
Active were reviewed and the Lazard Emerging Markets Fund was removed and replaced 
due to ongoing performance concerns and the downgrade by Aon's Investment Manager 
Research. 

 

Changes were also made within the UK Equity  Active Fund to replace the Jupiter UK 
Growth Fund with the Jupiter UK Special Situations Fund following a review in the 
previous year. 

 

The Trustee has received an investment monitoring report from Aon each quarter. This 
report has enabled the Trustee to monitor the performance of each of its investment 
funds and strategies relative to their respective benchmarks and targets over the last 
year. Fund performance is evaluated based on Aon's Planwatch  methodology. This 
assigns red, amber or green ratings to fund performance over the short and long terms. 
Any fund found to be consistently in breach of Planwatch triggers over the long term will 
be reviewed by the Trustee and may be replaced. 

 

The quarterly monitoring reports contain any updates from Aon on the Plan's investment 
managers. Over the year, Aon has also issued some ad-hoc communications to the 
Trustee in relation to investment manager updates. 

The Trustee has invited six of its investment managers to Trustee meetings throughout 
the year to provide an update on their funds. These meetings have provided the Trustee 
with an opportunity to question the managers on any areas of concern. 

 

Policies in relation to member information 

The Trustee ensures that the Plan website contains up to date information on all the 
Plan's investments, including; Lifestyle Guide, Freestyle Summary, Fund Factsheets, 
Statement of Investment Principles. In addition, a member update was issued in Spring 
and Autumn. 

 

Fund Factsheets have been provided by the platform provider on a quarterly basis. These 
are reviewed by Aon on behalf of the Trustee on an annual basis. Interim checks are also 
undertaken after any changes to the underlying funds. 

 

The Trustee will note and discuss any member feedback received. No such feedback was 
received during the Plan year.  

 

Meeting the objectives and policies as set out in the Statement of 
 that apply to DB Section alone 

Policies in relation to investment strategy and risks 

The Trustee's ongoing review of the investment strategy and the risks the Plan is 
exposed to has contributed to three key changes to the investment strategy during 2021. 
These are described below: 
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1. The implementation of a new liability cashflow benchmark 
In order to reflect updated membership data and latest assumptions, the Trustee 

liability driven investment ( LDI ) manager. The decision was taken with the aim of 
 

2. Progressing the sell down of property fund units 

secondary market, achieving increasingly attractive pricing over the year as 
investor sentiment within the UK property market improved.  

3. The appointment of an additional Cash +4% mandate 
ignificant 

sales. The Trustee took the decision to appoint a new Cash +4% mandate, the 
M&G Alpha Opportunities Fund, and direct future property rebalancing proceeds 
to this fund with a view to equalising the allocation to the BlackRock FIGO Fund 
and the M&G Alpha Opportunities Fund. 
 

Summary 

Overall, the Trustee is of the opinion that it has successfully carried out all the policies 
and actions set out in its SIP. It is also satisfied that its investment managers are 
exercising their voting rights and engaging with investee companies where appropriate 
(see the following sections for detail). The Trustee will continue to monitor its managers' 
activities in these areas. 

 

Voting and engagement activity undertaken over the year 

Executive Summary 

The DB and DC sections of the Plan invest in pooled funds across a range of asset 
classes, and the Trustee has delegated responsibility for the selection, retention and 

  

 

As part of the production of this statement, the Trustee  supported by its Investment 
Advisers, Aon  has reviewed the voting and engagement activities carried out on its 

und 
to be falling short of the standards set out by the Trustee (exercising votes and engaging 
in order to create long-term financial value), the Trustee may take further action  for 
example, by meeting with the manager in question or requesting that Aon engage on its 
behalf.  

 

voting, including the use of any proxy voting services provided (relevant for equity 
managers only), as well as their approach to engaging with underlying security issuers. 
The Trustee acknowledges that the concept of stewardship may be less applicable with 
respect to its fixed income and property investments, particularly for short-term money 
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market instruments, liability driven investment ( LDI ) and gilt investments. As such, 
these investments have not been covered in this statement. 

 

significant votes. There are a number of different criteria under which investment 
managers can determine whether a vote is significant. Each manager has their own 
criteria, with examples including:  

 

• A vote where a significant proportion of the votes (e.g., more than 20%) went 
. 

• A vote where the investment manager voted against a management 
recommendation or against the recommendation of a third-party provider of 
proxy voting. 

• A vote that is connected to a wider engagement initiative with the company 
involved. 

• A vote that demonstrates clear and considered rationale. 
• A vote that the Trustee considers inappropriate or based on inappropriate 

rationale. 
• A vote that has significant relevance to members of the Plan. 

 

definitions, therefore, the examples given in the appendices below are also aligned with 
definition of a significant vote. 

 

Having reviewed the commentary provided by the investment managers, the Trustee 
believes the stewardship carried out on its behalf over the year to 31 December 2021 
has been adequate, noting how the examples provided show the willingness and ability 

, or engagement with, 
management where appropriate. Examples include: 

 

• Support of a shareholder resolution at an oil company in favour of a more 
stringent carbon emissions target. 

• Engagement with a company on the lack of diversity on its Board. 
• Voting against the proposed remuneration for the CEO of a company where there 

had been involvement in a severe environmental incident. 
 

However, some managers have not been able to provide examples of significant votes or 
engagements carried out over the Plan year either at a fund level or a firm level. This 
includes Aberdeen Standard Investments, Dodge & Cox and Schroders. The Trustee 
expects improvements in these disclosures over time and Aon have communicated this 

report an improvement in the 2022 implementation statement. 

 

The Trustee recognises that it has a responsibility as an institutional investor to 
encourage and promote high standards of stewardship in relation to the assets that the 
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Plan invests in. Accordingly, the Trustee continues to expect improvements over time in 
line with the increasing expectations on investment managers and their significant 
influence to generate positive outcomes for the Plan through considered voting and 
engagement.  

 

The table on the following pages summarises the voting and engagement approach of 
 

 

Further information (including voting statistics and examples of voting and engagement 
s 

statement as follows: 

 

• Appendix 1: Summary of manager voting and engagement policies (as provided by 

the investment managers) 

• Appendix 2: Summary of voting statistics over the Plan year to 31 December 

2021 

• Appendix 3: Examples of significant votes and engagements cast and carried out 

on behalf of the Trustee over the Plan Year 

Not all investment managers/asset classes have been covered within this statement due 

to limited materiality of Plan investments, either due to asset size or based on the 

limited nature of stewardship activity relevant to the underlying fund. The Trustee is 

comfortable, based on information received outside of what is detailed in this statement, 

that these managers are carrying out their stewardship responsibilities where relevant in 
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Overview of investment manager voting and engagement policies 

Equity and Multi Asset Funds  selected case studies 

Section Manager Voting policy  Engagement policy 

DB/DC BlackRock • Uses Institutional 

Shareholder Services 

( ISS ) platform to cast 

votes based on internally 

developed proxy voting 

guidelines, pre-vote 

engagements, research 

and situational factors 

for each company. 

• Publishes bulletins of 

what it considers 

significant votes, 

defined as votes where 

the issues involved are 

likely to be high-profile 

and therefore of interest 

to its clients and other 

stakeholders. 

• Firm-wide engagement 

programme covering equities 

and corporate bonds, and 

active and passive strategies. 

• Engagement should be seen 

as a tool to raise concerns on 

governance or sustainability 

issues that may affect long-

term value creation. 

Engagement priorities include: 

1. Board quality and 

effectiveness. 

2. Climate and natural capital. 

3. Strategy, purpose and 

financial resilience. 

4. Incentives aligned with value 

creation. 

5. Company impacts on people. 

 

DC Veritas Asset 

Management 

( Veritas ) 

• Uses ISS services to 

execute voting decisions 

with internal analysts 

and portfolio managers 

making final voting 

decisions. 

• Defines significant votes 

as those which resulted 

in a vote against 

management. 

• Engages through a four-

milestone system:  

1. Raises the issue with the 

company. 

2. Receives acknowledgement 

from the company that its 

concerns are valid. 

3. Receives confirmation from 

the company that it is 

developing a plan to address 

the issue. 

4. Receives confirmation from 

the company that the plan is 

implemented, and the 

objective is delivered. 
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Section Manager Voting policy  Engagement policy 

• If engagements make 

insufficient progress, Veritas 

may choose to sell its holding. 

DC Sands 

Capital 
( Sands ) 

• Sands undertakes 

execution of proxy votes, 

but receives proxy 

voting research from 

Glass Lewis, 

Stakeholders 

Empowerment Services 

and ISS but does not 

necessarily vote 

according to the 

guidelines provided. 

• No strict definition of a 

significant vote; these 

are instead considered 

on a case-by-case basis.  

• Engages with companies on 

business-specific matters that 

may have a material impact on 

its investments. 

 

 

• Three objectives for 

engagements: 

1. To inform its business 

cases and build conviction 

in businesses. 

2. To exchange perspective 

on matters relevant for 

long-term shareholders' 

interest. 

3. To discuss ballot proposals 

and inform its proxy voting 

decision. 

DC Lindsell 

Train 
• Lindsell Train undertakes 

execution of proxy votes, 

but uses Glass Lewis to 

facilitate its proxy voting 

activities. 

• Does not outsource the 

proxy voting decisions: 

Portfolio Managers 

maintain the final 

decision-making 

responsibility. 

• Considers significant 

votes as abstained 

votes, votes against 

management and any 

votes where it has 

engaged more 

extensively with 

• When meeting with company 

management, it will engage 

with them on all factors that it 

believes will affect the 

long term sustainable value to 

shareholders. 
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Section Manager Voting policy  Engagement policy 

management to ensure 

that its views are known. 

DC William Blair • William Blair has proxy 

voting authority but uses 

Voting Policy to 

facilitate its proxy voting 

activities, along with 

maintenance, reporting, 

analysis and record 

keeping services. 

• Considers a significant 

vote as one cast against 

management 

recommendation.  

• Engages with investee 

companies privately to help 

facilitate constructive 

dialogues and build effective 

relationships. 

• Companies with scope for 

improvement are identified 

through a combination of 

research and screening tools. 

• Currently engages privately 

but is exploring collaborative 

engagement through 

collective organisations where 

relevant. 

DC RWC • Utilises undertakes 

execution of proxy votes, 

but the services of ISS 

as its proxy voting 

advisor to facilitate 

voting activity. 

• Recognises that proxy 

voting is a valuable asset 

and must be exercised in 

the best interest of 

investors to enhance the 

long-term financial 

performance of 

investments. It believes 

that the authority to 

vote can be delegated or 

retained but should 

always be voted in the 

best interests of 

investors. 

• As an active investor, RWC 

states that many of its teams 

interact intensively with 

company management. 

• The close, ongoing 

conversations and in-depth 

understanding of its 

teams are well-placed to 

engage directly on any areas 

of concern, including ESG-

related risks. 

• RWC fully supports this 

pragmatic dialogue as it may 

impact the long-term results 

 

 

 

DC Impax • Impax undertakes 

execution of proxy votes, 

• Majority of stewardship 

activities focus on engaging 

through meetings or calls with 
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Section Manager Voting policy  Engagement policy 

but uses Glass Lewis as 

its proxy advisory firm. 

• Voting decision is not 

outsourced but 

investment team on a 

case-by-case basis.  

• Defines the most 

significant votes as 

those where it has voted 

either to abstain, to vote 

against management or 

withheld a vote.  

companies, through proxy 

voting, and in some cases 

filing shareholder resolutions.  

• Engages with companies 

where it has identified specific 

ESG issues or concerns, when 

further information is required 

and/or to encourage an 

improvement in ESG policies, 

processes and disclosures. 

DC HSBC • HSBC undertakes 

execution of proxy votes, 

but utilises the services 

provided by proxy voting 

advisor ISS to assist 

with the global 

application of its own 

voting guidelines.   

• HSBC policy is applied at 

three levels:  

1. Market-specific 

criteria for developed 

Europe. 

2. Global 'good practice' 

standards for other 

developed markets. 

3. More flexible 

application for 

emerging and 

frontier markets. 

• Regards the votes 

against management 

recommendations as the 

most significant. 

• Clear set of engagement 

objectives, which may include: 

1. Improving understanding 

and strategy. 

2. Monitoring performance. 

3. Signalling support or 

raising concerns about 

company management, 

performance or direction. 

4. Promoting good practice.  
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Fixed Income and Real Estate Funds  selected case studies 

Section Manager Voting policy  

DB/ DC Pacific 

Investment 

Management 

Company 

( PIMCO ) 

• Its credit research team engages regularly with the issuers 

it covers to discuss a range of relevant topics including 

corporate strategy and leverage as well as sustainability-

related topics. 

DB Barings • Prioritises engagements according to the materiality of a 

ESG research, as well as by the size of the holdings. 

• Preference to engage proactively on longer-term issues 

that may affect value but will also engage reactively on 

shorter-term threats to value. 

• Will set milestones and targets. Where engagements are 

unsuccessful, escalation procedures include increasing the 

frequency or intensity of engagements or by divesting. 

DB Insight 

Investment 

Management 

• Engage to discuss issues such as strategy, deployment of 

capital, performance, remuneration, risk management and 

ESG factors.  

• Prioritises climate risk analysis and stewardship.  

• Supports climate-focused groups that aim to help improve 

risks from issuers, including inadequate disclosure, and 

support campaigns that promote environmental themes.  

DB T. Rowe Price 

Associates 
• Engagement programme is driven by its portfolio managers 

and is usually focused on matters material to the 

investment case. 

• Typical approach is to focus on specific factors which could 

negatively impact performance rather than focussing on 

broad themes. 

• It will sometimes ask companies to make specific changes 

or seek more information on an ESG issue to ensure 

investment decisions are well informed.  

DC Invesco • Global engagement philosophy and global responsible 

investment team to assist with engagement, include 

Invesco Real Estate. 

• Seeks to address problematic areas or opportunities for 

improvement from an ESG perspective.  

• In the process of developing an escalation engagement 

framework to guide stewardship processes and 

achievements  
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DB Bentall Green 

Oak ( BGO ) 
• Aims to foster meaningful asset occupancy and community 

engagement and involvement that helps occupants to 

achieve its sustainable investing goals through proactive 

engagement 

DB ICG-Longbow • Notes that real estate strategies may limit its ability to 

influence management and so seeks to monitor ESG risks 

and engage with management where feasible. 

• Uses a Green Loan Framework ( GLF ), which aims to 

facilitate and support environmentally sustainable economic 

activity through the loan market and to help prioritise 

engagements. 

• Has a bespoke ESG survey that it issues for real estate 

portfolio companies. 

DB/DC Aberdeen 

Standard 

Investment 

( ASI )  

• States that it regularly engages with the management 

companies of the properties in which it is invested. 
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Appendix 1: Manager voting and engagement policies 

The Trustee has reviewed the voting and engagement activities carried out on its behalf 

managers used by the Plan.  
 

Plan Section Investment Manager Asset Class(es) 

DB and DC BlackRock Equity, fixed income, multi-asset, 
property 

PIMCO* Fixed income 

Aberdeen Standard 
Investments* 

Property, fixed income 

DB Barings* Fixed income 

Insight Investment 
Management* 

Fixed income 

T-Rowe Price* Fixed income 

Bentall GreenOak Real Estate 
Advisors* 

Real estate debt 

Harbour Vest Partners* Private equity 

ICG-Longbow* Fixed income 

Pantheon* Private equity 

DC Veritas Asset Management 
 

Equity 

 Equity 

Lindsell Train* Equity 

William Blair* Equity 

Invesco* Multi-asset, Real Estate 

Impax Equity 

HSBC Equity 

Dodge & Cox* Equity 

Schroder Investment 
 

Equity, multi-asset 

RWC* Equity 

Jupiter* Equity 

Lazard* Equity 
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Legal & General Investment 
 

Fixed income 

M&G* Fixed income 

Threadneedle* Property 

 
*Investment manager/asset class not covered within this statement due to limited materiality of Plan investments, either due to 
asset size or based on the limited nature of stewardship activity relevant to the underlying fund. The Trustee is comfortable, based on 
information received outside of what is detailed in this statement, that these managers are carrying out their stewardship 
responsibilities where relevant i  
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Below we present a more detailed review of BlackRock, Impax and HSBC policies. 
 

BlackRock 

Voting policy 

decisions are made by BIS with input from investment colleagues.  

BlackRock subscribes to research from the proxy advisory firms Institutional Shareholder 
Services (ISS) and Glass Lewis. BlackRock states that it uses the research along with its 
own analysis to identify companies where additional engagement would be beneficial. 
BlackRock states that it does not routinely follow the voting recommendations of its 
proxy voting advisers. Instead, it uses this information to synthesise corporate 
governance information and analysis into a concise, easily reviewable format so that its 
investment stewardship analysts can readily identify and prioritise those companies 
where its own additional research and engagement would be beneficial. 

 

Blackrock states that its voting decisions are informed by its internally developed proxy 
voting guidelines, its engagements with companies and research on each underlying 
company. BlackRock reviews its proxy voting guidelines annually and states that it 
updates them as necessary to reflect changes in market standards, evolving governance 
practice and insights gained from engagement over the prior year. 

 

Engagement policy  

BlackRock has a firm wide engagement programme which it states has the aim of 
enhancing the long-term value of client assets through its activities. BIS engages with 
companies in both active and indexed investment strategies, noting the importance of 
engagement within index-based strategies where divestment is not an option. BlackRock 
uses engagement as a tool to raise concerns regarding governance and sustainability 
issues that may affect the long-term performance of the company.   

 

nclude:  

 

1. Board quality and effectiveness. 
2. Climate and natural capital. 
3. Strategy, purpose and financial resilience. 
4. Incentives aligned with value creation. 
5. Company impacts on people. 

 

More information can be found in the BlackRock Investment Stewardship Annual Report 
2021:  

https://www.blackrock.com/corporate/literature/publication/annual-stewardship-
report-2021.pdf  

 

https://www.blackrock.com/corporate/literature/publication/annual-stewardship-report-2021.pdf
https://www.blackrock.com/corporate/literature/publication/annual-stewardship-report-2021.pdf


 

Bank of America UK Retirement Plan | Implementation Statement (forming part of the Trustee s report)                                20 

 

 

This engagement programme benefits investments in both equity and corporate bonds 
issued by companies, with the BIS team positioned as an investment function which 
allows for the mutual exchange of views with active portfolio management teams across 

GFI ) Responsible 
Investing ( GFI-RI ) team may partner with the BIS team both to reflect ESG related 
topics from GFI investors, as well as to attend or host engagement meetings on certain 
highlighted ESG flagged holdings. An ESG flagged holding is one where BlackRock holds 
a significant exposure in GFI portfolios, and the issuer is flagged as low rated or 
controversial by external ESG rating providers or is highlighted by its credit research. 

 

For the UK Property Fund utilised by the DB Section of the Plan, BlackRock states that 
sustainability campaigns have been implemented at various properties across the 
portfolio to engage with tenants on a range of sustainability topics; from energy 
efficiency and carbon reduction, to sustainable transport and travel, waste management 
and recycling, wildlife conservation, and health and wellbeing.  

 

Impax 

Voting policy 

Impax uses Glass Lewis as its proxy advisory firm. Impax's voting decision is not 
-by-case basis. 

 

 policies and guidelines. However, for financial or corporate 
finance type votes, the lead analyst advises and decides on the votes. In cases where 
voting guidelines cannot be precise enough and further analysis is required, this is 
discussed between the lead analyst of the company and the Head of ESG, informed by 
data and views by the proxy advisory firm. 

 

If a proxy voting decision requires in-depth discussions, the lead analyst and Head of 
Sustainability & ESG take into consideration the overall ESG profile and history of the 

voting procedure is always cross-checked and signed by two members of staff (research 
and voting confirmations). This process is externally verified 
operational audit process. 

 

Engagement policy 

As part of its stewardship approach, Impax engages with different groups, including 
issuers, governments, regulators and wider industry bodies. Impax states that both ESG 
analysis and engagement are fully integrated into its investment process, therefore the 
majority of its stewardship activities focus on engaging with companies: through 
meetings or calls with companies, through proxy voting, and in some cases filing 
shareholder resolutions.  

It engages with companies and other issuers when it has identified specific ESG issues 
or concerns, when it requires further information regarding an ESG aspect (that is not 
publicly disclosed) and/or to encourage improvement in company ESG policies, processes 
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and disclosures. It is also involved in a number of collaborative initiatives and engages 
with policy makers, which seek to address market-wide risks. Over the Plan year, Impax 
recorded over 240 engagements with over 200 different entities. 

 

HSBC 

Voting policy 

HSBC utilises the services provided by proxy voting advisor ISS to assist with the global 
application of its own voting guidelines.  ISS reviews company meeting resolutions and 
provides recommendations highlighting resolutions which contravene HSBC guidelines. 
HSBC then reviews voting policy recommendations for all active holdings, which enables 
it to ensure that ISS has applied the policy correctly and to determine whether there are 
company-specific reasons to depart from the policy.  

 

HSBC states that it often provides feedback to ISS on its application of the policy - 
either to amend the recommendation for a particular meeting or for future meetings. A 
decision to depart from a policy recommendation will only be made by the portfolio 
manager and/or a member of the Governance team. This could result from an investment 
insight into the company concerned that goes beyond the ISS analysis or from an 
engagement with the company which indicates that the governance concern is misplaced 
or will be addressed. Reasons for departures from policy are recorded and reviewed 
subsequently by a governance oversight group.  

 

HSBC policy is applied at three levels: market-specific criteria for developed Europe; 
global 'good practice' standards for other developed markets; more flexible application 
for emerging and frontier markets. 

Engagement policy 

HSBC states that it meets with companies on a range of ESG issues and has a clear set 
of engagement objectives which may include: 

 

• . 
• Monitoring performance. 

• Signalling support or raising concerns about company management, performance or 
direction. 

• Promoting good practice.  
 

HSBC undertakes a risk assessment on an annual basis, helping to identify ESG practices 
of concern in different regions and where it has the most exposure on an absolute and 
relative basis. It prioritises themes, sectors or key stocks on the basis of scale of client 
holdings, salience of the issues concerned and overall exposure. This process results in 
the development of an annual engagement plan.  

HSBC has developed a process for each formal equity engagement based on setting 
defined company specific objectives, tracking progress made, measuring company action 
and recording engagement. It meets with companies on a range of issues. Its active 
equity and credit analysts engage with issuers as part of the investment process, both 
before and during the period of investment and also cover ESG issues. 
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When analysing issuers, HSBC considers which specific ESG factors are generally 
material for the industry in which each company operates. It also uses proprietary 
sector-specific weighting for ESG factors to reflect the materiality of each set of issues 
to the sector. The factors included are not exhaustive, and it can consider further 

al. 
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Appendix 2: Voting statistics for the year ending 31 December 2021 

 % of resolutions 

voted on for which 

the fund was eligible 

Of the resolutions on 

which the fund voted, 

% that were voted 

against management 

Of the resolutions on 

which the fund voted, 

% that were 

abstained from 

BlackRock ACS Continental European Equity Fund 99.0% 14.0% 1.0% 

BlackRock ACS Japanese Equity Fund 100.0% 2.0% 0.0% 

BlackRock ACS UK Equity Fund 100.0% 5.0% 0.0% 

BlackRock ACS US Equity Fund 99.0% 4.0% 0.0% 

BlackRock ACS World ex UK Fund 99.0% 7.0% 0.0% 

BlackRock DC Diversified Growth Class  100.0% 6.0% 1.0% 

BlackRock Fundamental Weighted Index Fund (RAFI) 100.0% 7.0% 0.0% 

BlackRock Life UK Growth Fund 100.0% 5.0% 1.0% 

BlackRock MSCI World Index Fund 99.0% 8.0% 0.0% 

BlackRock Pacific Rim Equity Index Fund 100.0% 11.0% 0.0% 

BlackRock ACS Japanese Equity Fund 100.0% 2.0% 0.0% 

HSBC Islamic Global Equity Fund 93.0% 11.0% 0.0% 

Impax Environmental Leaders Fund 100.0% 3.1% 1.3% 

Jupiter UK Special Situations Fund 100.0% 6.4% 1.3% 

Lindsell Train UK Equity Fund 100.0% 0.0% 0.2% 

Sands Capital Global Growth Fund 98.1% 6.2% 0.0% 

Sands Capital Emerging Markets Growth Fund 100.0% 3.7% 5.4% 

Schroders Diversified Growth Fund 94.0% 6.0% 0.0% 

Schroders Global Emerging Markets Fund 91.4 % 7.8% 8.6% 

RWC Global Emerging Markets Fund 99.2% 7.9% 6.8% 

William Blair Emerging Market Leaders Fund 99.1% 9.5% 6.2% 

Veritas Global Focus Fund 100.0% 9.0% 0.0% 
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Appendix 3: Significant voting and engagement case studies for the period 

BlackRock 

Significant vote at BP plc ( BP ) 

In May 2021, BlackRock voted in favour of a shareholder resolution at BP which called 
for a more stringent target in relation to its carbon emissions target to align itself closer 
to the Paris Climate Agreement. It considers the vote to be significant as it was against 
the recommendation of the BP management.  
BlackRock noted that BP is already aligned significantly with the request of the 
resolution, but ultimately voted for the resolution as a means to reiterate its expectation 
that BP should progressively refine its greenhouse gas emissions reduction targets. 

 

Whilst the vote did not pass, there was a sizeable shareholder voting for the resolution 
of 20.7%. BP stated its intention to engage with shareholders and subsequently released 
a statement in December 2021 addressing the resolution. BP states it will update 
shareholders on its progress against its Net Zero strategy and next steps at its full year 
results presentation in Q1 2022. 

 

Engagement with Oxford Instruments 

BIS has engaged with British science-focused manufacturing and research company, 
Oxford Instruments, on the lack of diversity on its board 
September 2021. The company has yet to reach the Hampton-Alexander target to have 
33% representation of women and missed the 2020 target timeframe.  

 

BIS deems diverse and experienced board directors to be critical to the success of a 
company and long-term value creation. Oxford Instruments has since appointed an 
additional female board member as a Senior Independent Director in the 2021 AGM and 
stated that it intends to reach the target by its 2022 AGM. Oxford Instruments has also 
expressed its intention to work with consultants and search firms who have signed the 
Voluntary Code of Conduct for Executive Search Firms on gender diversity and best 
practice in order to improve its recruitment of diverse executives and directors.  

 

BIS intends to continue to monitor the progress of the investee company as the 
company identifies and integrates new leadership in the months ahead. 

 

Impax 

Significant vote at TF Connectivity  

A fund level significant voting example relates to TF Connectivity (an American computer 
component producer) in March 2021, where Impax voted against the resolution of 
electing Pierre R. Brondeau as the lead independent director due to concerns with a 
number of directors along with the overall board. It considers the vote to be significant 

 

 

The resolution was ultimately passed, however Impax stated that it has subsequently 
shared its voting decision with the TF Connectivity in a follow-up engagement call. 
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Engagement at Trimble Inc.  

Trimble Inc. is an American technology hardware company that Impax engaged with on 
the topic of sustainability risk management processes and report. Impax notes there has 
been significant progress made since its first engagement with Trimble Inc. in 2017, 
noting that the company has appointed a Head of Sustainability in 2020 which is marked 
progress in its governance of sustainability. Impax has continued to engage and support 

-setting and 
reporting. Subsequently, the company has committed to publish sustainability-based 
performance goals along with operational efficiency and material data on the 
sustainability front.  

Impax has stated its intention to continue to engage with the company in 2022 and has 
also started to discuss biodiversity opportunities with Trimble. 

 

HSBC 

Significant vote at Rio Tinto plc 

In April 2021, HSBC detailed a significant vote in relation to Rio Tinto plc, the mining 
conglomerate. It voted against the remuneration report as it was concerned that Rio 

-going CEO received £5.7 million from vesting of 2016 long-term incentive 
plan. Although the remuneration committee had reduced vesting by £1 million and 
withheld his bonus due to destruction of the Juukan Gorge historic site, HSBC noted the 
total pay exceeded previous year. It believed that the remuneration committee should 
have exercised further discretion in light of the severity of the incident. HSBC considers 
the destruction to be a major failing of the muneration 
has not been accurately adjusted to reflect the matter.  

 

The remuneration package was ultimately not passed. HSBC states it will continue to 
engage with Rio Tinto on the issue and stated the vote has sent a strong signal to the 
board of Rio Tinto. 

 

Engagement on greenhouse gas emissions 

HSBC engaged with a number of companies including Royal Dutch Shell, Exxon Mobil 
and Rio Tinto on the investor initiative launched in 2017 to ensure the world's largest 
corporate greenhouse gas emitters take necessary action on climate change; CA100+ 
(formerly Climate Action 100+). HSBC engaged with these companies to:  

 

• Curb emissions.  
• Improve governance. 
• Strengthen climate-related financial disclosures.  

The companies include 100 'systemically important emitters', accounting for two-thirds 
of annual global industrial emissions, alongside more than 60 others with significant 
opportunity to drive the clean energy transition. HSBC participated in group meetings 
with the Chairs of all three named companies as well as other meetings and its own 
direct engagement. During the year, HSBC stated that both Royal Dutch Shell and Rio 
Tinto made significant progress in commitments related to the carbon transition as a 
result of the engagements. 
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A message from the Chair of Bank of America UK Retirement Plan Trustees 
Limited (the Trustee ) (forming part of the Trustee s report) 

 

This statement is required by law to explain how the Trustee, with the help of its 
professional advisers, meets a number of statutory defined contribution governance 
standards, including the requirements of the Occupational Pension Schemes (Charges 
and Governance) Regulations 2015 and the Occupational Pension Schemes (Scheme 
Administration) Regulations 1996. 

 

The Plan is established within a Trust and is governed by a Trust Deed and Rules that set 
out how the Plan operates. The Plan has a single Trustee, Bank of America UK 
Retirement Plan Trustees Limited, which has a Board of Trustee Directors.  

 

This statement is in respect of the twelve-month period to 31 December 2021 and 
covers the following: 

 

Section 1 - How the Trustee oversees the Plan summarises the rigorous governance 
processes the Trustee undertakes each year to operate the Plan. 

Section 2 - Improving the Trustee  knowledge and understanding shows the 
continuous efforts the Trustee makes to ensure it maintains the specialist knowledge 
required to make sure the Plan is well run. 

Section 3 - investment options & reviewing the Default 
Arrangement focuses on how the Trustee designs and monitors the investment options 
offered by the Plan, to ensure that are appropriate for members. 

Section 4 - Statement of Investment Principles (SIP) describes the requirements on 
the Trustee to produce a SIP, what it contains (including the principles used to design 
the Default Arrangement), when it was last updated and where you can find a copy. 

Section 5 - Charges and transactions costs provides information on the various 
deductions made from Member Accounts each year to pay for the investment 
management services and associated running costs. 

Section 6 - Charges and transaction costs  illustrations provides examples showing 
how the investment charges and transaction costs described in Section 5 will affect the 
value of a Member Account over time. 

Section 7 - Net investment return disclosures provides details of the performance of 

5. 

Section 8 - Value for members states what the Trustee does to ensure that members 
are receiving value for money from the Plan, including the results of its latest annual 
assessment. 

Section 9 - Monitoring and processing of core financial transactions explains the 
internal controls the Trustee has in place in respect of the administration services, 
including ensuring that financial transactions such as investment switches and transfers 
out are processed promptly and accurately.  
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The Trustee also identified in 2019 that the administration services provided to the 
 members by Capita was an area where improved value could be provided. 

Following a market review for such services, the Trustee appointed WTW to take over 
the provision of these services and a key deliverable for the 2021 Plan year was the 
transition of the administration service to WTW with effect from 2 June 2021. The 
Trustee believes that this will result in better administration and member support 
services.  

 

This statement outlines the requirements in each area, how the Trustee ensures that 
they meet or exceed these requirements on an ongoing basis and the specific actions 
taken during the 2021 Plan year to meet the requirements. 

 

Peter Gibbs  Chair  

On behalf of Bank of America UK Retirement Plan Trustees Limited   
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Section 1: How the Trustee oversees the Plan 

 

The Trustee is required to ensure that the Plan offers a robust, well-governed pension 
savings vehicle that offers good value for money, helping members achieve their 
retirement savings goals.  

 

How does the Trustee meet these requirements?  

-term strategy for helping improve member outcomes at retirement is 
guided by the following beliefs:  

 

• The Trustee is here to serve all members, while also helping the bank to provide a 
well-governed pension savings vehicle.  

• All members should be encouraged and helped to develop a Plan for attaining an 
appropriate income for life after work.  

• While members have the opportunity to make their own investment decisions, the 
quality and suitability of the Default Arrangement is likely to be of key 
importance for many members. 

• Operating robust internal controls and reliable administration processes is 
important to the Plan being trusted and respected by members. 

• The Trustee must regularly review industry innovations, solutions and levels of 
charges for comparable pension plans in order to ensure that the Plan continues 
to provide members with good value for money. 

 

To this end, the Trustee is committed to compliance with both the letter and spirit of 
regulations and will also seek out and implement best-practice governance 
arrangements where possible. 

 

Each year the Trustee holds several meetings, each with a different focus: 

 

• The Investment Sub-Committee (ISC) meets at least quarterly, tasked with 
reviewing the performance of the investment fund range and the underlying 
investment managers, meet with the investment managers on a regular basis, 
discuss new developments and, as required, make changes to the investment 
options offered by the Plan. 

• The Administration & Governance Sub-Committee (AGSC) meets at least 
quarterly, to review the administration service provided to Plan members, ensure 
that the Plan maintains robust risk management processes and internal controls, 
and ensure completion of the Annual Independent Audit of the Plan.  

• The full Trustee board also meets at least quarterly, to consider the 
recommendations of the two sub-committees, monitor the overall operation of 
the Plan and deal with any issues not directly covered by the sub-committees. 
 

The Trustee believes that good governance is key to ensuring better member outcomes. 
The Trustee regularly reviews and updates its governance processes and procedures to 
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make sure that these meet industry best practice. The Trustee receives substantial 
support from the bank and its in-house team of pension experts, which liaises with its 
advisers and the Plan Administrator on a continuous basis to deal with any issues as they 
arise, ensuring the continued ongoing development and smooth running of the Plan. 

 
What did we do in 2021? 

During the year: 

• Six meetings of the ISC were held. A summary of actions taken during the year 
can be found in Section 3. 

• Six meetings of the AGSC were held, with additional meetings as required in 
respect of the change of pension administrator (discussed in Section 9).  

• Six meetings of the full Trustee Board of Directors were held.  

 

At all these meetings, key issues we
appointed advisers and representatives of the bank.  

Finally, several additional informal conference calls 
in relation to the administration transition project, with the new administrator going live 
on 2 June 2021. 
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Section 2: Improving the Trustee  knowledge and understanding 

 

The Plan is operated by a single corporate Trustee, Bank of America UK Retirement Plan 
Trustees Limited, which must ensure that its directors have appropriate knowledge and 
understanding to fulfil their role as Trustee Directors.  

 

In accordance with sections 247 and 248 of the Pensions Act 2004, the Trustee is 
required to maintain an appropriate level of knowledge and understanding of pension-
related legislation and best practice requirements. This, together with the professional 
advice available to the Trustee, enables it to properly carry out its duties in relation to 
the Plan. 

 

How does the Trustee meet these requirements? 

The Trustee has a rigorous process for developing and maintaining the knowledge and 
understanding (TKU) of its Trustee Directors. The following points cover the  
ongoing approach to meeting the TKU requirements:  

 

• The training needs of new Trustee Directors are assessed, and they are given 
appropriate training in the first six months of their appointment, including on the 
law relating to pensions and trusts and relevant principles relating to funding and 
investment of occupational schemes.  

• Refresher training is provided, where appropriate, so that all Trustee Directors 
have sufficient knowledge and understanding of the relevant pensions and trust 
laws and principles relating to the funding and investment of occupational 
pension schemes.   

• Trustee Toolkit within six 
months of their appointment and undertake new modules as required.  

• The Trustee and the bank support the completion of the Pensions Management 
Institute Trusteeship exams and several of the Trustee Directors hold further 
professional trustee qualifications with either the Association of Professional 
Pension Trustees or the Pensions Management Institute. 

• The Chair of the Trustee holds an annual meeting with each Trustee Director 
individually to discuss their role, assess their individual training requirements and 
provide and obtain feedback on their performance and the performance and 
effectiveness of the Board as a whole. During these meetings, the individual skill 
set of each Trustee Director is considered against the backdrop of the combined 
capabilities of the Trustee Board, to ensure the Board is well balanced and 
equipped to exercise its functions as trustee of the Plan.  

• The Trustee obtains appropriate advice and training on the Plan documents, 
including ensuring that all Trustee Directors have a working knowledge of the 
Trust Deed and Rules, the Statement of Investment Principles, and all other 
docum  The Trustee is also familiar with the 
reporting requirements for the Task Force on Climate-Related Financial 
Disclosures (TCFD). In addition, when dealing with benefit queries that require 

dvisers will refer the Trustee to the specific Plan Rules, 
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documentation.  
• provide 

input on legal considerations, update the Trustee Directors on new legal issues 

documentation. 
• All Plan documents and policies are reviewed regularly in accordance with the 

ongoing Business Plan and are updated if required. Several key Plan 
documents are available to members on the dedicated Plan website 
(www.bofapension.co.uk). 

• The Trustee regularly assesses the individual and group training requirements of 
its Directors through the completion of self-assessment questionnaires, which 
are then used to create an ongoing Trustee Training plan. 

• Regular, specific training from professional advisers on the latest current issues 
and legislation, regulatory and best-practice requirements is incorporated into 
appropriate Trustee and sub-committee meetings, along with extensive reading 

 

• All training and attendance at appropriate seminars is recorde
training log. 

• All Trustee Directors aim to complete at least 15 hours of formal and informal 
Continuous Professional Development each year, related to their ongoing Trustee 
duties. 

 

The Trustee also receives professional advice to support it in reviewing the performance 
of the Plan and governing it in line with the Trust Deed and Rules and other formal 
documentation. If there are any ambiguities or questions over the interpretation of the 
Rules or legislative requirements, legal advice is always obtained. 

 

Overall, the Trustee and their advisers are satisfied, given the advice received and the 
extensive combined experience of the individual Trustee Directors, that they exceed the 
required regulatory standards, 
Practice No. 13 (July 2016) and the Code of Practice No. 7 on Trustee Knowledge and 
Understanding, enabling them to properly exercise their function as Trustee of the Plan. 

 

What did we do in 2021? 

During 2021: 

 

• Two Trustee Directors resigned during the year and one Trustee Director did not 
renew their appointment at the end of their term. Three new Trustee Directors 
were appointed following year end on 17 January 2022. 

• During the year the Trustee undertook an exercise to review and record all 
Trustee policies as part of the administration transition project and to generally 
assess the Plan in preparation for regulatory changes expected during 2022.  

• The Statement of Investment Principles was reviewed during the year and revised 
in July 2021. 
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• The Trustee Directors made discretionary decisions on death benefits in line with 
the Trust Deed and Rules.  

• During 2020 and 2021 the Trustee worked on a project to harmonise the 
eligibility requirements set out in the Trust Deed and Rules for spouse and 
dependant pensions for all members of the Plan.  

• A new Trustee training policy was put in place and signed off on following year 
end, in line with expectations for Trustee training of the Pensions Management 
Institute.  

• The Trustee,  Team, worked to implement a training plan 
for 2022 based on identified knowledge gaps and the future requirements of the 
Plan.  

• 
Trustee Toolkit module on pension scams.  

• Specific training has been undertaken in several areas, including the following: 
 

o Investment manager research screening process (16 February  Trustee 
Board).  

o Responsible Investing including climate scenario modelling and the 
requirements in respect of TCFD compliance (March, November, and 
December meetings  Trustee Board). 

o Pension Schemes Act 2021 (20 April  Trustee Board). 
o Pension scams (18 May - AGSC). 
o GMP Equalisation (3 June  Trustee Board).  
o The b (13 July - AGSC). 
o DC and DB member support and engagement (30 September 2021  

Trustee Board). 
o Single Modular Code of Practice (29 November  Trustee Board) 
o Investment markets overview and investment current topics (all ISC 

meetings). 
o Current issues from consultant, actuary, and legal advisers (all Trustee 

Board meetings). 
• The Trustee Directors all met or exceeded their goal of achieving at least 15 

hours of formal and informal Continued Professional Development in, certified by 
the Pensions Management Institute. 
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Section 3: investment options & reviewing the Default 
Arrangement 

 

The Trustee is responsible for settin and for appointing 
investment managers to deliver appropriate investment options for members to select. 
The Plan is used by the bank as a Qualifying Scheme to meet the requirements of 
automatic enrolment legislation in respect of the majority of active employees. As a 
result, the Trustee must also establish and regularly review a Default Arrangement, into 
which the savings of those members who do not wish to select their own investment 
options are invested.  

 

The Trustee is Default Arrangement at least every three 
years to ensure that it remains appropriate, taking into account the profile and likely 
requirements of the ship as a whole. The Trustee is also required to 
monitor the performance and ongoing return expectations of the Default Arrangement 
on a regular basis, to ensure that it continues to meet its objectives. 

 

Finally, the Trustee is required to monitor and regularly review the range of Freestyle 
investment options offered by the Plan, making changes as required, to ensure that they 
meet the varied and evolving requirements of members who wish to select their own 
investment options. 

 

T  

Plan members can choose between two different approaches to invest their Member 
Account  - -  

 

Within the Lifestyle approach, the Plan offers members three options each with a 
different level of risk and potential return ('Thames', 'Severn' and 'Tay'). For each of 
these Lifestyle options, members can also select any one of three pre-retirement phase 
options. These three pre-retirement phase options target different asset allocations at 
retirement aiming to be suitable for members seeking to either: 

 

• purchase an annuity,  
• move into a flexible drawdown product, or  
• take the full amount as cash.  

 

Default Arrangement: how does the Trustee meet the requirements? 

• The Plan Default Arrangement for those members who previously did not select 
their own investment options is the Thames Flexible Lifestyle strategy. This was 
agreed by the Trustee, having consulted with its advisers, based on in-depth 
analysis of the  
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• The Thames Flexible Lifestyle strategy is associated with a medium level of 
investment risk, and medium potential investment return up to the point 
members use their benefits.  

• The objective of the Thames Flexible Lifestyle strategy is to generate capital 
growth over the long term, combined with an adequate degree of diversification, 
with increasing levels of retirement income protection and capital protection as 
members approach retirement. The Trustee believes that this offers a suitable 
balance between the exposure to investment risk (by a sufficient level of 
diversification) and expected growth over the longer term. 

• All t nvestments are monitored by the Investment Sub-Committee (ISC), 
made up of Trustee Directors with specific investment expertise. The Trustee 
regularly undertakes an assessment of their training needs and members of the 
ISC receive ongoing and frequent training from their professional advisers on 
investment principles, strategies and risks, which is recorded in a formal training 
log. This ensures that they maintain knowledge and relevant understanding to 
carry out sound and prudent oversight of the investment strategy.  

• The ISC meets at least quarterly to review the investment performance of the 
Default Arrangement and all the additional funds made available to members.   

• nt advisers attend every ISC meeting, to 
assist the Trustee with its decision-making, based on their comprehensive 
investment manager research. 

• Investment managers attend and present at ISC meetings as required or 
following the identification of an issue that the Trustee wishes to probe further.  

• In between the quarterly meetings, the Trustee  investment advisers provide 
regular updates and ratings of the investment managers.  

• The Trustee may decide to replace investment managers if appropriate or to 
introduce other investment managers with attractive or alternative offerings. 
Members are notified of any changes made to the investment managers. 

 

The Trustee, with the help of its investment advisers, also undertakes a more in-depth 
review of the Plan's underlying fund range on an annual basis. This includes: 

 

• Considering the on-going suitability of the funds that make up the default and 
other Lifestyle options and their adherence to their investment mandates. 

• Ensuring that the funds available to members continue to compare favourably 
with other funds available in the market. 

• Ensuring costs and charges borne by members continue to represent good value 
to those members. 

 

What did we do in 2021? 

Triennial review of the Default Arrangement 

The last formal triennial review of the Default Arrangement was completed as part of 
the overall general review of the Plan's investment strategy on 15 January 2020. 
Strategic reviews are carried out on a triennial basis with the next such a review to be 
carried out no later than 2023.  
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The Trustee was supported in its review through receiving advice from its investment 
Default Arrangement. The review process involved 

outcomes at retirement for members and their tolerance to different risks. The Trustee 
also considered developments in investment markets and how this impacted on the 
default design.  

 

The review principally covered the following areas: 

 

• The design of the Lifestyle strategies, in particular whether the de-risking phase 
was still aligned with how the majority of members are expected to take their 
savings from the Plan.  

• Whether the Thames Flexible Lifestyle 
for its Default Arrangement. 

• The different funds and glidepaths used in the Lifestyle strategies to ensure 
these are appropriate in terms of the risk tolerance of members and in light of 
any developments in investment markets. 

 

As a result of this review, the Trustee decided to consolidate the three Lifestyle 
investment options into two revised options and introduce the flexibility to invest in 
both Freestyle and Lifestyle options from July 2022. 

 

The Thames Lifestyle strategy will be renamed the Principal Lifestyle option and the Tay 
Lifestyle strategy will be called the Lower Risk Lifestyle option. These options will also 
be updated to refine the way in which funds are automatically invested in different asset 
classes as members approach retirement. The Principal Flexible Lifestyle option will 
continue as the Default Arrangement (previously the Thames Flexible Lifestyle) for 
members who do not actively make a selection when joining the Plan. The Severn 
Lifestyle strategy will be discontinued. 

 

The revised options will continue to give members the choice on reaching their target 
retirement date (TRD) of taking their benefits as flexible income (via a drawdown 
arrangement), as a guaranteed income for life (by buying an annuity), or as cash. 

 

The Principal Lifestyle option aims to achieve growth by investing all retirement savings 
in equities until 15 years from TRD. After this point, retirement savings will be gradually 
moved out of equities and into a range of assets which are exposed to less investment 
risk relative to the way retirement savings could be used at retirement. This will ensure 
retirement savings still have the potential to grow, while reducing the risk that they 
experience any significant shorter-term falls. The revised option increases exposure to 
equities (and therefore potential investment growth and volatility) for longer than the 
current Thames Lifestyle strategy. The Trustee believes this will increase the potential 
for retirement savings to benefit from higher investment growth for longer. 
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The Lower Risk Lifestyle option aims to achieve growth while taking a lower level of 
investment risk than the Principal Lifestyle option. It invests in broadly equal parts 
equities and diversified growth assets until 25 years from TRD. After that, it gradually 
lowers exposure to investment risk relative to the way retirement savings could be used 
at retirement by reducing investment in equities and increasing investment in other 
assets. The revised option invests in a mix of assets that provides an increased exposure 
to potential investment growth and potential volatility compared with the current Tay 
Lifestyle strategy. The Trustee believes that this approach will provide an improved 
lower-risk option that delivers increased potential for long-term growth, compared to 
the current Tay Lifestyle strategy. 

 

From July 2022, members will be able to invest their Member Account in a combination 
of the Lifestyle and Freestyle options.  

 

These revisions will automatically be implemented for members currently invested in any 
of the Thames and Tay Lifestyle strategies. Members invested in the Severn Lifestyle 
strategy will automatically be moved to the Principal Lifestyle option, maintaining the 
same focus at retirement (i.e., targeting drawdown, annuity purchase or cash). 

 

The Trustee, with its investment adviser, initiated work on the implementation of 
changes agreed following the strategy review during the year. However, due to the 
impact of COVID-19 on financial markets and to tie in with the transition of the pension 
administration services from Capita to WTW, implementation of some of the proposed 
changes was postponed until 2021/2022. The Trustee, working with its advisers, 
developed and agreed an implementation plan at the 29 July 2021 Trustee meeting, with 
the implementation expected to take place during 2022. 

 

Freestyle fund range: how does the Trustee meet the requirements? 

The Trustee is aware that no single investment strategy can be designed to suit the 
differing investment needs of all Plan members, which will change during their working 
lives. To help members make appropriate investment decisions, the Trustee makes a 
range of suitable investment funds available, and provides members with guides, fact 
sheets and modelling tools. These include the following: 

 

• A wide range of Freestyle investment options made available via Fidelity, the 
 

• An HSBC Islamic Global Equity Fund for members who wish to invest in line with 
Shariah law principles.  

 

A continuing area of focus for the Trustee has been its policy on responsible investment 
and the relevant options available to members. The Trustee believes that investing in 
companies which do not consider Environmental, Social and Governance (ESG) issues 
creates an undesirable long-term investment risk. Moreover, integrating ESG 
considerations into the governance of the Plan is both important and necessary to 
members achieving the best retirement outcomes.  
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As part of the ongoing monitoring of the Plan's investment managers, the Trustee uses 
ESG ratings provided by the Plan's investment advisers, where relevant and available, to 
monitor the level of the Plan's investment managers' integration of ESG considerations 
on a quarterly basis. The Environmental, Social and Governance Global Equity Fund 
(formerly Ethical Global Equity Fund ) is fully invested in the Impax Leaders Strategy 
Fund. The Trustee concluded that this underlying fund is well placed to meet the 
objectives set for the Environmental, Social and Governance Global Equity Fund and is in 
members' best interests. In addition, the Trustee has engaged directly with several of its 
fund managers on these areas.   

 

The Plan also operates several legacy investment options, that are not offered via the 
Fidelity platform, into which further contributions and investment switches are not 
permitted. The Trustee reviews these legacy options periodically with support from its 
advisers. Further information is provided below under Legacy Investment Policies. 

 

Default Arrangement, the Trustee also 

carries out ongoing and formal reviews of the Freestyle Fund range on a regular basis: 

 

• The ISC meets at least quarterly to review the investment performance of all 
fund options offered by the Plan and receive updates from its professional 
investment advisers, who attend every ISC meeting.  

• In between the quarterly meetings, the Trustee  investment advisers provide 
regular updates and ratings of the investment managers.  

• Investment managers attend and present at ISC meetings typically once every 
two years or following the identification of an issue that the Trustee wishes to 
probe further.  

• The Trustee may decide to replace Freestyle Fund options and the underlying 
investment managers, if appropriate, or to introduce other options with attractive 
or alternative offerings that may be appropriate for Plan members. Members are 
notified of any changes made to the fund range or the investment managers. 

 

Freestyle fund range: what did we do in 2021? 

A s. This new fund will 
provide access to the same equity allocation as the current Equity Lifestyle Fund (used 
within some of the Lifestyle options). It aims to achieve long-term capital growth by 
investing in shares of global companies around the world, including the UK and emerging 
markets.  

 

The Trustee also made a number of changes to the Diversified Growth Fund and the 
Diversified Lifestyle Fund as part of a restructure of the blends to introduce a Risk Parity 
Fund and Multi Asset Credit Funds. 
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As part of the 
investment strategies, the BlackRock Sterling Liquidity Fund was replaced by BlackRock 
Liquidity Environmentally Aware Fund within the Money Market Funds in the Plan. 

 

During the year, the Equity Lifestyle Fund and the Emerging Markets Equity Fund  
Active were reviewed and the Lazard Emerging Markets Fund was removed and replaced, 
due to ongoing performance concerns and the downgrade by Aon's Investment Manager 
Research. 

 

Changes were also made within the UK Equity  Active Fund to replace Jupiter UK 
Growth with the Jupiter UK Special Situations Fund following a review in the previous 
year. 

 

Reviewing investment performance 

In addition, the performance of the Default Arrangement and other investment options 
is regularly monitored between each strategic review to ensure the funds and strategies 
are delivering as expected. The Trustee is satisfied that over the year most of its funds 
and strategies performed in line with their aims and objectives as set out in the 
Statement of Investment Principles (SIP). The Trustee has in place performance 
monitoring metrics that bring any underperforming funds to the attention of the 
Trustee. 

 

Other Default Arrangements 

As a result of the impact that the COVID-19 pandemic had on global financial markets, 
Threadneedle, the fund manager responsible for the Plan's UK Property Fund, 
temporarily suspended trading in the fund with immediate effect in March 2020.  

 

While these suspensions were in place, member contributions intended for this fund 
were redirected into the Money Market Fund. This led to the Money Market Fund being 
classified as a Default Arrangement and having the same statutory requirements apply 
as the Plan's main Default Arrangement. For the purpose of this reporting year, the 
Trustee can confirm that the level of member-borne charges for the Money Market Fund 
did not exceed the regulatory charge cap of 0.75% p.a.  
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Section 4: Statement of Investment Principles 

 

The Trustee is required to include within this statement, a copy of the latest Statement 
Plan, in compliance with Section 35 

of the Pensions Act 1995 and regulation 2/regulation 2A of the Occupational Pension 
Schemes (Investment) Regulations 2005.   

 

The SIP covers the following key matters in relation to the Default Arrangement: 

 

• ts held in the 
Default Arrangement. 

• , such as: the kinds of investments to be held; the 
balance between different kinds of investments; risks, including the ways in 
which risks are to be measured and managed; the expected return on 
investments; the realisation of investments; and the extent (as appropriate) to 
which social, environmental, or ethical considerations are considered when 
selecting, retaining or realising investments. 

• An explanation of how these aims, objectives, and policies (which together form a 
part of Default Arrangement
are invested in the best interests of members whose savings are invested in the 
Default Arrangement.  

 

The Trustee reviews the SIP at least annually or more often if changes are required. 
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What did we do in 2021? 

The SIP was reviewed during the year and revised in July. The changes made included:  

 

• ) issues as a key risk 
factor that Plan members may be exposed to and outlining how the Trustee takes 
account of and monitor this risk. 

• Expanding on how stewardship activity is carried out on behalf of the Trustee by 
stee has of its 

investment managers and how this is monitored by the Trustee. 
• Outlining information on arrangements with investment managers including: 

o How the Trustee selects and monitors its investment managers. 
o T managers make investment decisions. 
o Steps that might be taken to ensure alignment of Trustee and manager 

interests. 
o The process of monitoring of investment manager costs and fees.  

 

The SIP will be further updated to reflect the investment strategy changes described 
above on implementation. A copy of the latest SIP for the Plan can be requested from 
the Plan's Administrator. The SIP is also attached to this statement (Appendix 6) in the 
Annual Report and Financial Statements and is available on the Plan website.  

 

  

https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info
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Section 5: Charges and transaction costs 

What is required? 

The Occupational Pension Schemes (Administration and Disclosure) (Amendment) 
Regulations 2018 require the Trustee to obtain and annually publish the level of costs 
and charges that apply to: 

 

• Each Default Arrangement during the Plan year. 
• Each fund option available to members, in which member have been 

invested during the Plan year. For the Plan this is the Freestyle Fund range and a 
small number of investment funds held in legacy investment policies. 

 

These requirements are intended to ensure transparency on the costs that members pay 
from their retirement savings. 

 

Charges include the Annual Management Charge (AMC) which is the annual fee charged 
by the investment manager for investing in a fund. Additional expenses such as trading 
fees or legal fees are included in the Total Expense Ratio (TER), which is the total cost 
of investing in a fund. 

 

Any relevant charges are deducted as a percentage of a member  funds. You can find 
details about the charges for each fund available in the Plan in the Fidelity factsheets 
available in the Resources section of the Plan website. 

 

Transaction costs are costs which are incurred within the day-to-day management of 
the assets by the fund manager. This covers such things as the cost of buying and 
selling securities within a fund. Transaction costs are incurred on an on-going basis and 
are implicit within the performance of a fund. The prescribed method of calculating 
transaction costs states the trading cost is arrived at by comparing the price at which 
the transaction was actually executed with the price when the order to transact entered 
the market. So, when selling into a rising market or buying into a falling market, the 

resulting in negative overall transaction costs. 

 

The Trustee is also required to assess annually the extent to which these charges and 
costs represent good value for members. See Value for Members  in Section 8. 

 

The Trustee has taken account of statutory guidance when producing this section and 
the related appendices. 

 

How does the Trustee meet the requirements? 

The Trustee formally reviews the charges and transactions costs paid by members on an 
annual basis and, through the Investment Sub-Committee, works 

https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info


 

Bank of America UK Retirement Plan |  (forming part of the Trustee s report)                                                              18 

investment managers throughout the year to obtain the lowest possible charges for all 
the available fund options.  

 

What did we do in 2021? 

The requirement for fund managers to calculate and disclose transaction costs using a 
method prescribed by the Financial Conduct Authority was introduced on 3 January 2018. 
Fund managers calculate transaction costs at fund-level not scheme-level, therefore, the 
Trustee requested details of transaction costs for the period 1 January 2021 to 31 
December 2021 from the Plan's providers, Fidelity, and Aviva. 

 

The Trustee has not been provided with full transaction cost data from all fund 
managers in respect of funds in which members were invested in during the year. The 
Trustee continues to liaise with Fidelity and Aviva to obtain the outstanding information 
and will provide further information to members once this is available.  

 

Specifically, the cumulative data for the Fidelity BoARP Emerging Market Equity Fund - 
Active, Fidelity BoARP Equity Growth Fund and Fidelity BoARP Equity Lifestyle Fund is 

Fidelity is yet to receive the first transaction cost data 
sets from the following underlying Fund Providers, since their introduction to the Plan: 

 

• TM Redwheel Global Emerging Markets Fund. 
• William Blair Emerging Market Leaders Fund. 

 

The data has been requested and the Fidelity report will be updated to reflect the values 
for these three funds, upon receipt. There are also some components of transaction 
costs for all funds which were not yet available. The Trustee and Aon continue to liaise 
with Fidelity to obtain this information once available. 
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Charges and Transaction Costs  

Default Arrangements and other Lifestyle funds 

The level of charges and transaction costs applicable to the Default Arrangement 
(Thames Flexible Lifestyle) during 2021 are shown below, expressed as a percentage of 
a member s fund holdings. The charges are shown for different terms to retirement 
taking into account the mix of assets applicable for the strategy for that period. These 

provider. These charges and transaction costs do not include any allowance for the 
missing information described above. 

 

 

The level of charges and transaction costs applicable to the deemed Default Arrangement 
(Money Market Fund) during 2021 are shown below, expressed as a percentage of a 
member s fund holdings. 

 

Fund 
Total Expense 

Ratio Transaction Costs Total 

Money Market Fund 0.08% 0.00% 0.08% 

 

Term to Retirement 
Total Expense 

Ratio Transaction Costs Total 

0 0.37% 0.06% 0.43% 

1 0.38% 0.07% 0.45% 

2 0.39% 0.08% 0.47% 

3 0.41% 0.10% 0.51% 

4 0.42% 0.11% 0.53% 

5 0.44% 0.12% 0.56% 

6 0.45% 0.13% 0.58% 

7 0.46% 0.14% 0.60% 

8 0.47% 0.16% 0.63% 

9 0.48% 0.17% 0.65% 

10+ 0.49% 0.18% 0.67% 
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Importantly, the Trustee is pleased to confirm that the Total Expense Ratios (TERs) for 
the Plan's Default Arrangement and the deemed default are below the charge cap set by 
the regulations of 0.75% per year and therefore also satisfies this legal requirement. 

 

The level of charges and transaction costs applicable to the other Lifestyle strategies 
during 2021 are as shown in Appendix 1, expressed as a percentage of a 
holdings.  

 

Freestyle Fund Range 

The level of charges and transaction costs that applied as at 31 December 2021 to the 
Freestyle Fund range in which members have chosen to invest are shown in Appendix 2 
along with further details on funds used within the lifestyle options.  

 
External AVC arrangements 

AVC assets are also held outside of the Plan, in BlackRock Sub Investment accounts, a 
Common Investment Fund and also with Aviva.  

 

BlackRock Sub Investment Accounts 

Over recent years, the governance regulations applicable to Money Purchase 
arrangements have increased, which have successively placed increasing requirements 
on trustees. In response to this, the Trustee regularly reviews the Plan's Money Purchase 
arrangements to ensure they remain fit for purpose and are compliant with the 
regulations. As part of this process, the Trustee reviewed the sub-investment accounts 
and decided that they should be closed due to the increased governance requirements, 
the nature of the accounts and the lack of Trustee involvement in the investment 
process. There is currently one remaining notional account with zero value which is  in 
the process of being closed.  

 

Given the sub-investment accounts do not hold any member funds, there were no 
member borne charges during the year.  
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Common Investment Fund (CIF) 

Historically, members of the DB section of the Plan were given the option to pay AVCs 
on a Money Purchase basis into the DB section via a CIF. These AVCs are attributed a 
value based on a notional portfolio of assets. The CIF also offers a guaranteed 
investment return of 8% p.a. to some members on a portion of their previous CIF 
contributions. 

 

All contributions into the CIF AVC arrangement have now ceased. With regards to the 
notional funds in the CIF AVC arrangement, these carry no explicit charges or direct 
transaction costs. 

 

Aviva 

The Aviva arrangements are closed to new contributions. Members are invested in unit-
linked funds. The AMCs and transaction costs for these funds are shown within Appendix 
3. At the time of writing, charges information for Aviva was not available at 31 
December 2021. The latest charges information at 31 December 2020 are shown. The 
Trustee and Aon continue to liaise with Aviva to obtain this information once available.  
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Section 6: Charges and transaction costs: illustrations 

What is required? 

The Occupational Pension Schemes (Administration and Disclosure) (Amendment) 
Regulations 2018 also require the Trustee to produce illustrations of the cumulative 
effect over time of the transaction costs and charges that apply to the fund options 
offered by the Plan. This is to improve transparency and help members understand the 
impact that charges and transaction costs might have on their own savings. 

 

Costs and charges illustrations - 2021 

The Trustee has taken account of the applicable statutory guidance and has produced 
illustrations to demonstrate the effect of the costs and charges for the investment 
funds and strategies offered by the Plan for three different example members (two 
active and one deferred), with different terms to retirement and accumulated fund 
values.  

 

The illustrations in Appendix 4 show, based on several assumptions and investment 
options, the projected fund values at retirement before and after charges and 
transaction costs have been deducted, so that the potential impact of these costs are 
clearly shown.  

 

Please note that the figures in Appendix 4 are only illustrations and the actual fund 
values and impact of charges on member will be different, depending on 
their personal details and investment choices, and whether the assumptions are borne 
out. The information contained in Appendix 4 is not a substitute for the individual and 
personalised illustrations provided to members each year by the Plan. 

 

A large proportion of members are invested in the Default Arrangement (Thames 
Flexible Lifestyle) option 
underlying funds as members approach retirement age. We therefore chose this option 
for these illustrations. Members are also offered alternative lifestyle options and a series 
of self-select funds which, as the tables on pages 35 to 41 show, carry a variety of TERs 
and transaction costs. We have therefore also shown the potential impact that costs and 
charges might have if the example member was charged a higher level of costs and 
charges on the Default Arrangement, compared to the one illustrated in the chart, as 
well as the lowest charge fund (Money Market Fund, which is also a deemed default) and 
highest charge fund (Emerging Market Equity Fund) as comparisons to the Default 
Arrangement. 
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Section 7: Net investment returns 

What is required? 

The Occupational Pension Schemes (Administration, Investment, Charges and 
Governance) (Amendment) Regulations 2021 introduced new requirements on the Trustee 

Default Arrangement and 
those freestyle investment options in which members have invested, after taking account 
of transaction costs and charges. 

 

Net investment return disclosures - 2021 

The tables below provide the net investment returns disclosures as at 31 December 2021 
for the Default Arrangement (Thames Flexible Lifestyle) and the deemed default (Money 
Market Fund). Adjustments have been made for all member-borne charges and transaction 
costs. 

 

Default Arrangement (Thames Flexible Lifestyle) 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 12.2 9.0 

55 7.1 6.4 

60 6.9 6.4 

 

Deemed Default (Money Market Fund) 

Performance to 31 December 2021 
 

Annualised returns (%) 

1 year 5 years 

0.0 0.4 

 

Appendix 5 provides the net investment disclosures as at 31 December 2021, showing the 
freestyle, and legacy fund 

options, after adjustment for all charges and transaction costs. The Trustee has taken 
account of the statutory guidance when preparing these disclosures. 

 

It is important to note that past performance is not a guarantee of future performance.  
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Section 8: Value for members 

What is required? 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 require 
that the Trustee conduct an annual review of the value for money that members receive 
from the Plan and disclose the results of this review in this statement. If it is identified 
that members are not receiving good value, the Trustee is required to investigate and 
identify what steps can be taken to improve the position for the affected members.   

 

How does the Trustee meet the requirements? 

The Trustee is committed to ensuring that members receive value for money from the 
Plan, meaning that all the services and features that members receive, compared to the 
charges deducted from their savings, should represent good value.  

 

In the Plan, members only meet the charges and costs associated with the management 
 being met by the bank. 

These charges and transaction and costs are shown earlier in this statement, along with 
illustrations of the impact of these costs on Member Accounts. 

 

Together with its investment advisers, the Trustee has established an assessment 
framework in order to assess the benefits of membership of the Plan, including the 
external AVC arrangements, as these continue to be administered by the Trustee.  

 

Each year, the Trustee, with its advisers, carries out a formal assessment using this 
framework of the value of the investment charges that members pay, compared to the 
services they receive. The assessment includes the value provided by 
investment options and the broader value of the additional services provided by the Plan 
where the bank meets the costs, including administration, communications, and online 
services.  The assessments are undertaken in line  
Benefits can be financial or non-financial in nature. 

 

The review process considers all the following factors: 

 

• An analysis of the membership data, decision-making and interactions with the 
Plan, to consider the expected needs of the membership.   

•  
• Whether the range of freestyle funds and lifestyle options remained suitable. 
• Benchmarking the Plan charges against other pension schemes of a similar size 

and nature and other types of pension vehicles and the transaction costs against 
relevant asset class comparators.  

• The degree of flexibility in respect of member contributions. 

• The performance of the administration service, covering the service standards 
achieved, data quality and interactions with members. 

http://www.legislation.gov.uk/uksi/1996/1715/regulation/25
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• The quality of the communication and online services provided to members by 
the Trustee and the bank. 

• The governance and management of the Plan. 

 

Value for members assessment - 2021 

Under the Trustee's assessment framework, which is described below, the Trustee 
believes that overall, the Plan is well run for its size and profile and offers good value for 
members.  

 

Investment choices 

• The Plan offers a variety of lifestyle strategies and freestyle funds covering a 
range of member risk profiles and asset classes. The investment funds available 
have been designed, following advice from the Plan's investment adviser, with 
the specific needs of members in mind. 

• The Trustee has agreed changes following the most recent investment strategy 
review. The strategy review considered the membership profile of the Plan and 
the way in which members are expected to take benefits, and the changes agreed 
are expected to improve member engagement and produce better member 
outcomes. These changes are described in Section 3 and implementation is 
expected to be completed during 2022. 

• The Trustee will also be reviewing its legacy arrangement with Aviva during 2022 
to consider the value provided to members relative to the alternative investment 
options available to members through the Plan.  

 

Member communications and engagement (including support at retirement) 

• The Plan provides effective communications that are accurate, clear, informative, 
and timely. 

• The use of a variety of communication media, including access to well-developed 
online tools and helpful information around retirement planning via the Plan 
website. 

• Members can access help to support them in their decision making in the form of 
decision trees, factsheets, and case studies. 

 

Flexible contributions 

• The Plan has a flexible employee contribution structure, paid by salary sacrifice, 
which allows members to set their own level of contributions and change their 
level of contributions at any time with ease. Current employees at the bank 
(known as active members) can also pay extra contributions in the form of 
Additional Voluntary Contributions and / or special lump sums. 

  

https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info
https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info
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Sound administration 

• Capita provided administration services to the Plan during the period of review 
and the Trustee is satisfied that Capita has sufficient checks in place to monitor 
and report on the standard of the administration service and to ensure that when 
administrative errors do occur, members are not disadvantaged as a result.  

• However, as part of their ongoing monitoring of the services provided to 
members and reinforced in the value assessment, the Trustee identified (in 2019) 
that the administration services provided to  members by Capita was an 
area where improved value could be provided. As a result, the Trustee conducted 
a market review for such services, resulting in the appointment of WTW, with 
effect from 2 June 2021. An unexpected backlog placed significant pressure on 
WTW, resulting in turnaround times for members falling below the standard 

Pension Team worked closely with the Trustee and Administrator to put in place a 
project plan to deal with this issue. The Trustee believes that the transition will 
result in better administration and a good base for future development of 
services to members.  

 

Plan governance 

• Plan governance covers the time spent by the Trustee to ensure the Plan is run in 
compliance with the law and regulation, including taking account of the interests 
of its members. 

• The Trustee believes that good governance is key to ensuring that a framework 
exists and is actively in use to help deliver better member outcomes. The Trustee 
regularly reviews and updates its governance processes and procedures to make 
sure that these meet industry best practice. 
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Section 9 - Monitoring and processing of core financial transactions 

What is required? 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 requires 
ore financial transactions are processed promptly and accurately. 

These transactions include, but are not limited to the following: 

 

• Investment of contributions paid to the Plan. 
• Transfer of member assets into and out of the Plan. 
• Switching between different investments within the Plan. 

• Payments to and in respect of members, for example on retirement or death. 

 

The Trustee is required to monitor these activities and take action where there are 
systematic process delays or inaccuracies. 

 

How does the Trustee meet the requirements? 

Active member contributions 

The bank is responsible for ensuring that contributions in respect of active members are 
paid to the Plan promptly. The Trustee relies on the bank to ensure contribution 
payments are accurate by carrying out appropriate checks. The timing of these payments 
and their subsequent investment is monitored by the Trustee through quarterly reports 
produced by the Plan's Administrator.  

 

Administration arrangements 

The Trustee outsources the administration of the Plan 
bank account to a professional administration provider, which carries out the bulk of the 
core financial transactions undertaken by the Plan. The Trustee outsourced these roles 
to Capita Employee Benefits (Capita) until 2 June 2021, after which it was transferred to 
WTW. 

 

The Trustee has agreed target timescales with the Plan Administrator for the processing 
of all member-related services, including core financial functions relating to contribution 
handling, quoting benefits and paying benefits. When a member transaction request is 
received, it is recorded on a work management system by the Administrator, which 
assigns an appropriate Service Level Agreement  target timescale to each task.  

 

 

 

 

 

 

 

 

http://www.legislation.gov.uk/uksi/1996/1715/regulation/24
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Examples of target timescales for WTW are set out below: 

 

Task Service Level Agreement 

Transfer out quotations 10 days 

Provision of current fund value 5 days 

Retirement  Settlement 5 days 

Death claim 4 days 

Investment switches  5 days 

 

The Trustee, after taking advice, believes that these target timescales are in line with 
industry best practice and should ensure that all transactions are completed within any 
applicable statutory timescales. 

 

The Plan Administrator produces quarterly administration reports disclosing its 
performance against these agreed timescales. These reports are reviewed on behalf of 
the Trustee at quarterly meetings of the Administration and Governance Sub-Committee 
(AGSC). 

 

The AGSC also requires additional disclosures from the Plan Administrator in respect of 
any transactions and benefit processing activity that has not been completed within the 
agreed timescales, including details of the cause of the delay, the extent to which agreed 
timescales were not met and remedial measures taken to ensure that the delays do not 
reoccur. The Trustee requires that the Plan Administrator reports back to them on the 
completion of any remedial measures, with oversight from its advisers where 
appropriate. The Trustee also operates a system of controls designed to ensure that 
core financial transactions are carried out both promptly and accurately, with any 
problems being quickly identified and resolved. 

 

The table on pages 29 to 30 sets out two examples of 
transactions and the controls that existed during the year to December 2021 to ensure 
accuracy and promptness. 
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Core 
financial 

transaction 

Key internal controls 

Investment 
switches 
requested 
by members 

Promptness Accuracy 

The Plan 
switching investments is five days 
from date of request.  

Data on the events received each 
quarter, the number completed 
within and outside of the SLA 
target and the number of work in 
progress cases at the quarter end 
are provided to the Trustee for 
review. 

All switches are reconciled with 
manager transaction statements. 

All members are notified when an 
investment switch is completed. 

Payment of 
benefits  

Promptness Accuracy  

Cash flow preparation includes 
identification of forthcoming 
benefit payments to minimise 
delay.  

SLAs for core benefit transactions, 
particularly forthcoming 
retirements, help ensure that 
member wishes are known well in 
advance of the required benefit 
payment date. 

Regular appraisal of the quality of 
common data items for all 
members helps to ensure that 
member data is accurate, reducing 
the likelihood of delay due to data 
issues.   

Clear authorisations exist for the 
payment of transactions, 
balancing the need for promptness 
against a requirement for 
appropriate senior oversight. 

Data on any events that breached 
the target timescales is provided 
to the Trustee for review. 

Regular meetings take place 

and the Administrator to quickly 
identify problems that might arise 
and agree appropriate solutions, 

Administrator operates peer 
review system for all benefit 
calculations. 

Data accuracy is subject to 
regular evaluation and updating.   

All members are notified when 
their benefit payments have been 
completed. 
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Independent governance monitoring 

Silver Wolf Associates, a pension consulting firm independent of the Plan Administrator 
and other advisers, verifies the administration reports and carries out additional ongoing 
governance monitoring and one-off projects for the Trustee. It also verifies the 
administration reports and carries out additional ongoing governance monitoring and 
one-off projects, to ensure that member requests and benefit payments are dealt with in 
accordance with statutory requirements.  

 

Core financial transactions  accuracy and timely processing in 2021 

Monitoring of Capita administration services 

From 1 January to 1 June, Capita  internal reconciliations team independently carried 
out monthly checks on the accuracy and timeliness of processing transactions. The 
b  Pension Team held fortnightly calls with them to discuss any complex member 
cases or those where delays are occurring and ensure the smooth interface between 
Capita and the Plan Actuary.  

 

Over this period c.70% of all financial transactions relating to individual member 
requests, such as processing retirements and transfers, were completed within five 
working days of receipt by Capita. This is below the level expected by the Trustee noting 
that, in line with other pension administration providers, Capita had experienced issues 
relating to the ongoing COVID-19 pandemic combined with a significant increase in 
demand from the members of all pension arrangements, including the Plan.   

 

continued to focus on ensuring 
that member critical tasks (such as retirements, transfers, and deaths) were prioritised 
during this period. 

 

Change of administration provider  June 2021 

The administration services moved to WTW with effect from 2 June due to service 
issues identified at Capita. This project was a significant undertaking for the Trustee and 
its advisers, the b  

  

which are then monitored to 
completion. 
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Given the size of the project, the Trustee is satisfied that the transition of ongoing 
administration and online services generally went well. However, a number of issues did 
arise.  These included: 

 

• Delays in providing annual benefit statements as at 1 April 2021. These were 
Member Accounts in March 2022. 

• Member demand for administration services was, and continues to be, 
significantly higher than anticipated at the start of the transition project, which 
has put pressure on administration team resources. WTW recruited and trained 
additional administration staff to work on the b  

• A significant and unexpected backlog of unprocessed member requests was 
inherited from Capita by WTW, instead of being processed by Capita before the 
transition date. This resulted in significant delays in processing some member 
requests during 2021. 

 

This unexpected backlog placed significant pressure on the team at WTW and did result 
in turnaround times for members falling below the standard expected by the Trustee in 
the period 2 June to 31 December 2021. The b Pension Team worked closely with 
the Trustee and Plan Administrator to put in place a project plan to deal with this issue. 
This included isolating the backlog from new member requests, so that the backlog 
could be resolved by a separate team to avoid new member requests also being delayed 
and focusing on clearing core financial transactions and other member critical  items 
from the backlog. 

 

The Trustee and AGSC have monitored these issues closely and monitoring the 
A backlog of cases cleared as soon as possible in 
2022.   

 

As part of the change, the Trustee also requires that the new Administrator works with 
the Plan Actuary to implement full automation of all significant core financial 
transactions within its systems and administration processes, to ensure accuracy of 
processing and timeliness going forwards. This process is expected to be fully signed off 
over the course of 2022. 

 

At the time of producing this statement, all statistics provided to the Trustee to date 
have included transactions in respect of both the DB Section and the DC Section, and 

online systems. The Trustee has requested that separate DC Section statistics are 
 

 

T - a number of core financial transactions using the 
member website is a significant improvement in administration service and that is 
wholly the result of the change in administrator in 2021. By way of example, where 
members are able to request information or carry out transactions online, including 
obtaining retirement quotations, transfer out quotations and investment switches, these 
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are carried out immediately by the online system and so have met the high standards 
expected by the Trustee.  

 

Some members, however, have more complex benefit entitlements or the data held by 
the Plan is currently not in a suitable format to enable their benefit calculations to be 
automated.  For these members it is likely that performance against the administrator s 
SLA targets fell below the high standards expected by the Trustee over the 
period.  However, with the inherited backlog now largely cleared and ongoing projects to 
increase the automation of core transactions, the Trustee is confident that 
administration services to these members will improve and reach the expected high 
levels of ongoing service over the course of 2022. 

 

Data quality - 2021 

on quarterly analysis reports produced by the Plan Administrator. Reasons for any 
decline in common data quality are considered, alongside the remedial measures 
available to the Trustee. The Trustee requires updates on any agreed remedial measures 
to ensure they have been satisfactorily implemented. 

 

The Trustee commissioned a full Data Integrity report from WTW, reviewing the quality 
requesting proposals for how data quality can be improved and 

maintained going forwards. This report was discussed by the AGSC at its meeting on 15 
February 2022. The Trustee and the bank Pensions Team will work with the 
Administrator over 2022 to implement appropriate data validation and correction 
processes. 

 

Internal controls - 2021 

The Trustee believes that strong and well documented internal controls are a key 
element in delivering high quality, risk managed services to members. 

 

The Trustee operates a comprehensive Risk Register that aims to identify all the risks to 
which the Plan is exposed, including those relating to the promptness, accuracy, and 

are in place to mitigate the impact of those risks on member benefits and the Plan as a 
whole. The Trustee works closely with its advisers to review the processes that monitor 
financial transactions and ensure that they are working effectively. The Risk Register is 
formally reviewed at least annually.   

 

The Trustee also reviews the Plan A
controls each year. These internal control reports are expected to conclude that the 
A signed and those tested generally 
operated effectively. However, where a report does highlight any exceptions, the 
Administrator is required to confirm that it did not have any negative impact on Plan 
members and confirm implementation and completion of an action plan to avoid a 
recurrence of the issue. 
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The report received from Capita for the period January 2020 to December 2020 was 
reviewed by the Trustee in September 2021. This report highlighted a number of internal 
control failures, but Capita confirmed that no Plan members had been adversely affected 
and the Trustee obtained confirmation from Capita that steps had been taken to prevent 
these occurring again. 

 

The report from WTW relating to the Plan year ending in December 2021 will be 
reviewed promptly on receipt during 2022. 

 
Audit review of financial control environment - 2021 

During the year the Plan Auditor was asked to carry out a Financial Governance 

strong. 

 

The Plan Auditor also conducted a benefit audit, as part of 
Annual Accounts, to review the calculation accuracy of a sample of the transactions carried 
out during the year.  

 

It is intended that a similar benefit audit process will be undertaken in 2022 with WTW. 

 

Conclusion 

The transition to a new Plan Administrator from 2 June 2021 was the result of a very 
significant project following service issues identified at Capita, designed to improve and 
enhance the administration services experienced by Plan members in the future.  
Unfortunately, as part of the transition process, there was a significant worsening of 
administration turnaround times. Since June, the Trustee and bank Pensions Team have 
worked closely with the new Plan Administrator, implementing a plan to clear the 
backlog of member requests and ensure that new requests are processed within the 
required timescales. With the backlog largely having been cleared in Q1 2022, the 
Trustee is satisfied that these were short-term issues arising from a combination of the 
transition processes and increased administration workload over the period. Overall, the 
Trustee is satisfied that the core financial transactions were processed accurately over 
2021, although some members did experience delays in processing their requests. The 
Trustee is continuing to monitor the administration service closely, working with the 

on Team to identify and promptly resolve any issues. 
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This statement has been prepared in accordance with the Regulations and I confirm that 
the above statement has been produced by the Trustee to the best of my knowledge. 

 

 

 

---------------------------------------------------------- 
Peter Gibbs  Chair  

On behalf of Bank of America UK Retirement Plan Trustees Limited 

 

___________________________________ 
Date 

 

 

  

SETH59488
Typewriter
PETER GIBBS

SETH59488
Typewriter
21 JULY 2022
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Appendix 1: Charge and transaction costs  Lifestyle strategies 

The below tables illustrate the charges and transaction costs applicable to each Lifestyle 
strategy, taking into account terms to retirement, as the allocation of 
savings between the component funds within the lifestyle strategies will change as they 
approach their target retirement date. For more information on the investment options 
offered by the Plan, please see the Plan Handbook on the Plan website. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Thames Flexible Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.37% 0.06% 0.43% 

1 0.38% 0.07% 0.45% 

2 0.39% 0.08% 0.47% 

3 0.41% 0.10% 0.51% 

4 0.42% 0.11% 0.53% 

5 0.44% 0.12% 0.56% 

6 0.45% 0.13% 0.58% 

7 0.46% 0.14% 0.60% 

8 0.47% 0.16% 0.63% 

9 0.48% 0.17% 0.65% 

10+ 0.49% 0.18% 0.67% 

Thames Annuity Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.11% 0.01% 0.12% 

1 0.15% 0.04% 0.19% 

2 0.19% 0.06% 0.26% 

3 0.24% 0.09% 0.33% 

4 0.27% 0.12% 0.39% 

5 0.31% 0.15% 0.46% 

6 0.35% 0.17% 0.52% 

7 0.39% 0.20% 0.59% 

8 0.42% 0.23% 0.65% 

9 0.46% 0.23% 0.69% 

10+ 0.50% 0.23% 0.73% 

https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info
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Thames Cash Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.08% 0.00% 0.08% 

1 0.13% 0.03% 0.16% 

2 0.18% 0.06% 0.25% 

3 0.24% 0.09% 0.33% 

4 0.27% 0.12% 0.39% 

5 0.31% 0.15% 0.46% 

6 0.35% 0.17% 0.52% 

7 0.39% 0.20% 0.59% 

8 0.42% 0.23% 0.65% 

9 0.46% 0.23% 0.69% 

10+ 0.50% 0.23% 0.73% 

Tay Flexible Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.37% 0.16% 0.53% 

1 0.38% 0.17% 0.54% 

2 0.38% 0.17% 0.55% 

3 0.39% 0.18% 0.57% 

4 0.40% 0.18% 0.58% 

5 0.40% 0.19% 0.59% 

6 0.41% 0.20% 0.61% 

7 0.42% 0.20% 0.63% 

8 0.43% 0.21% 0.64% 

9 0.44% 0.22% 0.66% 

10 0.45% 0.23% 0.68% 

11 0.46% 0.24% 0.70% 

12 0.47% 0.25% 0.72% 

13 0.48% 0.26% 0.74% 

14 0.49% 0.27% 0.76% 

15+ 0.50% 0.28% 0.78% 



 

Bank of America UK Retirement Plan |  (forming part of the Trustee s report)                                                              37 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Tay Cash Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.08% 0.00% 0.08% 

1 0.18% 0.06% 0.24% 

2 0.29% 0.12% 0.40% 

3 0.39% 0.18% 0.57% 

4 0.40% 0.18% 0.58% 

5 0.40% 0.19% 0.59% 

6 0.41% 0.20% 0.61% 

7 0.42% 0.20% 0.63% 

8 0.43% 0.21% 0.64% 

9 0.44% 0.22% 0.66% 

10 0.45% 0.23% 0.68% 

11 0.46% 0.24% 0.70% 

12 0.47% 0.25% 0.72% 

13 0.48% 0.26% 0.74% 

14 0.49% 0.27% 0.76% 

15+ 0.50% 0.28% 0.78% 

Tay Annuity Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.11% 0.01% 0.12% 

1 0.18% 0.05% 0.24% 

2 0.26% 0.10% 0.35% 

3 0.33% 0.14% 0.47% 

4 0.37% 0.17% 0.53% 

5 0.40% 0.19% 0.59% 

6 0.41% 0.20% 0.61% 

7 0.42% 0.20% 0.63% 

8 0.43% 0.21% 0.64% 

9 0.44% 0.22% 0.66% 

10 0.45% 0.23% 0.68% 

11 0.46% 0.24% 0.70% 

12 0.47% 0.25% 0.72% 

13 0.48% 0.26% 0.74% 

14 0.49% 0.27% 0.76% 

15+ 0.50% 0.28% 0.78% 
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Severn Flexible Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.37% 0.06% 0.43% 

1 0.38% 0.08% 0.46% 

2 0.40% 0.10% 0.50% 

3 0.42% 0.11% 0.53% 

4 0.44% 0.13% 0.57% 

5 0.46% 0.15% 0.61% 

6 0.48% 0.16% 0.64% 

7 0.49% 0.17% 0.66% 

8 0.49% 0.11% 0.60% 

9 0.49% 0.06% 0.55% 

10+ 0.49% 0.00% 0.49% 

Severn Annuity Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.11% 0.01% 0.12% 

1 0.19% 0.06% 0.25% 

2 0.27% 0.12% 0.38% 

3 0.35% 0.17% 0.52% 

4 0.42% 0.23% 0.65% 

5 0.50% 0.28% 0.78% 

6 0.50% 0.22% 0.72% 

7 0.49% 0.17% 0.66% 

8 0.49% 0.11% 0.60% 

9 0.49% 0.06% 0.55% 

10+ 0.49% 0.00% 0.49% 

Severn Cash Lifestyle 

Term 
to 
ret 

Total 
Expense 

Ratio 
Transaction 

Costs Total 

0 0.08% 0.00% 0.08% 

1 0.17% 0.06% 0.23% 

2 0.26% 0.11% 0.37% 

3 0.35% 0.17% 0.52% 

4 0.42% 0.23% 0.65% 

5 0.50% 0.28% 0.78% 

6 0.50% 0.22% 0.72% 

7 0.49% 0.17% 0.66% 

8 0.49% 0.11% 0.60% 

9 0.49% 0.06% 0.55% 

10+ 0.49% 0.00% 0.49% 
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The table below sets out the charges and transaction costs for the underlying funds in 

each lifestyle fund:  

 

Fund name 

Total Expense 
Ratio 

(% p.a.) 

Transaction 
costs (% p.a.) 

Equity Lifestyle Fund1, 2, 3, 4, 5, 6 0.490 not available 
(see Section 5) 

Diversified Lifestyle Fund1, 2, 3, 4, 5, 6, 7, 8, 9                                        0.497 0.280 
Pre-Retirement Lifestyle Fund1, 2, 4, 5, 7                                                       0.120 0.010 
Money Market Lifestyle Fund1, 2, 4, 5, 7, 8                                                0.080 0.000 
Corporate Bond Lifestyle Fund3, 6, 7, 8, 9                                             0.310 0.020 
Index-Linked Gilt Lifestyle Fund3, 6, 7, 8, 9  0.086 0.010 

 
Notes:  
1 Funds underlying Severn Annuity  
2 Funds underlying Severn Cash 
3 Funds underlying Severn Flexible 
4 Funds underlying Thames Annuity  
5 Funds underlying Thames Cash  
6 Funds underlying Thames Flexible (Default Arrangement)  
7 Funds underlying Tay Annuity  
8 Funds underlying Tay Cash  
9 Funds underlying Tay Flexible  
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Appendix 2: Charge and transaction costs  Freestyle fund range 

The level of charges and transaction costs applied to the non-default funds on the 
Fidelity Platform can be seen in the table below. For more information on the 
investment options offered by the Plan, please see the Plan Handbook on Plan website. 

 

Fund name Total Expense 
Ratio* (%) 

Transaction costs (%)** 

Asia Pacific ex Japan Equity Fund 
- Passive 

0.900 0.00 

Diversified Growth Fund 0.488 0.28 

Emerging Market Equity Fund  
Active 

0.940 not available 

(see Section 5) 

Environmental Social and 
Governance Global Equity Fund 

0.640 0.28 

European (ex UK) Equity Fund - 
Passive 

0.090 
0.00 

Gilt Fund 0.090 0.00 

Global Equity Fund - Active 0.687 0.04 

Index Linked Gilts Fund  0.090 0.01 

Japanese Equity Fund - Passive 0.090 0.00 

Money market Fund 0.080 0.00 

North American Equity Fund - 
Passive 

0.090 
0.06 

Pre-Retirement Fund 0.120 0.01 

Shariah Fund 0.330 0.02 

UK Corporate Bond - Active Fund 0.310 0.02 

UK Corporate Bond Fund - 
Passive 

0.090 
0.04 

UK Equity Fund - Active 0.530 0.13 

UK Equity Fund - Passive 0.090 0.06 

UK Property Fund 0.530 0.15 

World ex UK Equity Fund - 
Passive  

0.010 
0.02 

(NEW) Equity Growth Fund 
0.490 Not available 

(see Section 5) 

https://epa.towerswatson.com/accounts/bofa/public/resources-index/#plan-info
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Notes to the table on the previous page: 

* Total Expense Ratio (TER) is the total cost of investing in the fund. It is automatically deducted from the price of the funds in which 
you are invested. The TER includes the annual management charge for that fund and any other additional fund expenses such as legal 
fees, auditor fees and other operational expenses. The TERs are correct as at 31 December 2021. 

** Transaction costs are costs incurred in the day-to-day management of the assets by the fund manager. This covers such things as 
the cost of buying and selling securities within a fund. Transaction costs are incurred on an on-going basis, are included within the 
overall performance of the fund and are in addition to the Total Earnings Ratio (TER) figures provided. A positive value represents a 
reduction in performance as a result of the transaction costs, while a negative transaction cost means that a trading gain was made 
over the year. Please note that gains of this type may not be repeated in a typical year. The transaction costs reflect the latest 
information provided to Fidelity by the fund managers as at 31 December 2021.      
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Appendix 3: Charges and transaction costs  external AVC arrangements 

The table below illustrates the charges and transaction costs at 31 December 2020 
associated with the legacy investment policies with Aviva 
historical Additional Voluntary Contributions. As at the time of writing, the information 
at 31 December 2021 was not available. The Trustee and Aon continue to liaise with 
Aviva to obtain the outstanding information. 

 

Fund name Total Expense Ratio * 
(%) 

Transaction costs** (%) 

European Equity Fund 0.88 0.1545 

Gilt Fund 0.88 0.1049 

Global Bond Fund 0.88 0.3163 

Mixed Investment Fund (40-
85% Shares) 

0.88 0.0719 

Pacific Equity Fund 0.88 0.1141 

US Equity Fund 0.88 0.0071 

 
Notes: 

* The TER includes the annual management charge and any other additional fund expenses such as legal fees, auditor fees and other 
operational expenses. The TERs are correct as at 31 December 2020. 

** Transaction costs are costs incurred in the day-to-day management of the assets by the fund manager. This covers such things as 
the cost of buying and selling securities within a fund. Transaction costs are incurred on an on-going basis, are included within the 
overall performance of the fund and are in addition to the Total Earnings Ratio (TER) figures provided. A positive value represents a 
reduction in performance as a result of the transaction costs, while a negative transaction cost means that a trading gain was made 
over the year. Please note that gains of this type may not be repeated in a typical year. The transaction costs reflect the latest 
information provided by the fund managers as at 31 December 2020.      
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Appendix 4  Charges and transaction costs  Default Arrangement 

The table illustrates the effect of the costs and charges in Appendix 1 and 2 for 
investment funds and strategies available through Fidelity, for three different example 
members (two active and one deferred) with different terms to retirement and 
accumulated fund values. 

 

The three example members have been selected to illustrate the possible impact of 
costs and charges on the accumulated fund values of a range of different Plan members: 

 

Example member A: an active member with 44 years to retirement, on a current salary 
of £22,000 and invested in the Thames Flexible Lifestyle option, the estimated impact 
of charges on projected retirement values is shown below. Projections are based on a 
current fund value of £0.  

 

Example member B: an active member with 23 years to retirement, with a current salary 
of £94,000 and invested in the Thames Flexible Lifestyle option, the estimated impact 
of charges on projected retirement values is shown below. Projections are based on a 
current fund value of £95,000. 

 

Example member C: a deferred member with 19 years to retirement, invested in the 
Thames Flexible Lifestyle option, the estimated impact of charges on projected 
retirement values is shown below. Projections are based on a current fund value of 
£50,000. 

 

The illustrations show the projected fund values (rounded to the nearest £1) based on 
certain assumptions before and after charges so that the potential impact of charges is 
clearly shown. 

 

A large proportion of members are invested in the Default Arrangement (Thames 
Flexible Lifestyle) option 
underlying funds as members approach retirement age. We therefore chose this option 
for these illustrations. Members are also offered alternative lifestyle options and a series 
of self-select funds which, as the tables on pages 35 to 41 show, carry a variety of TERs 
and transaction costs. We have therefore also shown the potential impact that costs and 
charges might have if the example member was charged a higher level of costs and 
charges on the Default Arrangement compared to the one illustrated in the chart, as well 
as the lowest charge fund (Money Market Fund, which has a lower risk profile and is also 
a deemed default) and highest charge fund (Emerging Market Equity Fund, which also 
has a higher risk profile) as comparisons to the Default Arrangement. 

 

Members should be aware that these are simply illustrations, so the actual fund values 

personal details or investment choices differ from those shown or the assumptions are 
not borne out. Due to the effect of rounding, the impact of charges on Member Account 
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values may appear uneven, particularly in the early years. The information contained here 
is not a substitute for the individual and personalised illustrations provided to members 
each year by the Plan. 
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Example 
Member 

Age 

Thames Flexible 
Lifestyle 

Thames Flexible 
Lifestyle 

(TER = charge cap 
0.75% plus actual 
transaction costs) 

Emerging Market 
Equity Fund 

(highest charge 
fund) 

Money Market 
Fund 

(lowest charge 
fund and 

deemed default) 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Example A 
(Example 
youngest 
active 
member) 

20 3,603 3,584 3,603 3,576 3,620 3,584 3,426 3,423 

25 13,812 13,558 13,812 13,438 14,050 13,549 11,558 11,524 

30 26,001 25,167 26,001 24,777 26,800 25,137 19,109 19,012 

35 42,356 40,472 42,356 39,601 44,195 40,404 27,832 27,647 

40 64,837 61,186 64,837 59,520 68,461 61,056 38,407 38,098 

45 91,037 84,575 91,037 81,725 98,123 85,070 48,226 47,759 

50 118,781 107,935 118,781 103,564 134,381 112,996 57,343 56,691 

55 147,859 131,123 147,859 124,863 178,702 145,469 65,808 64,948 

60 175,265 152,622 175,265 143,866 232,878 183,230 73,667 72,581 

62 185,104 160,312 185,104 150,372 257,784 200,003 76,651 75,470 

Example B 
(Example 
average 
active 
member) 

40 109,770 109,241 109,770 108,986 110,260 109,221 104,660 104,574 

45 190,705 185,768 190,705 183,561 196,469 187,135 150,865 150,251 

50 279,254 265,588 279,254 260,270 301,849 277,736 193,766 192,477 

55 374,206 347,277 374,206 337,561 430,662 383,090 233,599 231,514 

60 467,255 425,992 467,255 409,806 588,119 505,602 270,582 267,603 

62 501,970 455,241 501,970 435,796 660,504 560,021 284,624 281,263 

Example C 
(Example 
average 
deferred 
member) 

45 53,288 52,668 53,288 52,409 54,182 53,110 48,538 48,454 

50 61,350 58,663 61,350 57,663 66,230 61,759 45,066 44,794 

55 69,221 63,878 69,221 62,002 80,957 71,816 41,843 41,410 

60 75,685 67,821 75,685 64,835 98,960 83,511 38,851 38,282 

62 77,653 68,903 77,653 65,407 107,236 88,705 37,714 37,098 
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Notes and assumptions for the table on the previous page 

• The projected Member Account 
SMPI  benefit projections issued annually to members (and is based on the AS 

TM1 guidance prepared by the Institute and Faculty of Actuaries).  

• Annual investment returns and costs/charges as a percentage reduction are assumed to be deducted at the end of each 
year. Charges and costs are deducted before the application of investment returns.  

• Switching costs are not considered in the lifestyle strategy. 

• For the active example members, contributions are assumed to 8% of pensionable pay for the first 10 years of service and 
12% thereafter until normal retirement age. The average active member is assumed to have more than 10 years of 
service. Contributions are paid halfway through the year. 

• Retirement is assumed at the normal retirement age of 62. 
• Values shown are estimates and not guaranteed.  
• The projected growth rates (ignoring the effect of inflation) for each fund are as follow: 

o Equity Lifestyle Fund    6.20%  
o Diversified Lifestyle Fund    4.50% 
o Corporate Bond Lifestyle Fund   1.83% 
o Index Linked Gilt Lifestyle Fund   0.35% 
o Emerging Market Equity Fund  Active   6.70% 
o Money Market Fund    0.99% 

• Price inflation is assumed to be 2.5% each year and is deducted from the above returns as part of the calculations. 
• The transaction costs have been averaged over a four-year period based on information received from Fidelity. A floor of 

0% pa has been used for the transaction costs if these were negative in any year so as not to potentially understate the 
effect of charges on fund values over time. 
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Appendix 5: Net investment returns 

The tables below provide the net investment disclosures as at 31 December 2021, 
showing the investment performance of all freestyle, and 
legacy fund options, after adjustment for all charges and transaction costs. The Trustee 
has taken account of the statutory guidance when preparing these disclosures. 

 

It is important to note that past performance is not a guarantee of future performance.  

 

Lifestyle strategies 

 

Default Arrangement (Thames Flexible Lifestyle) 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 12.2 9.0 

55 7.1 6.4 

60 6.9 6.4 
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Thames Annuity Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 13.1 9.6 

55 0.9 3.6 

60 -2.8 3.5 

 

Thames Cash Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 13.1 9.6 

55 0.9 3.6 

60 -1.57 1.5 
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 Tay Flexible Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 3.3 3.5 

35 3.3 3.5 

45 3.3 3.5 

55 2.2 3.6 

60 2.0 3.6 

 

Tay Annuity Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 3.3 3.5 

35 3.3 3.5 

45 3.3 3.5 

55 2.2 3.6 

60 -1.2 3.4 
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Tay Cash Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 3.3 3.5 

35 3.3 3.5 

45 3.3 3.5 

55 2.2 3.6 

60 1.3 2.5 

 

Severn Flexible Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 16.4 11.6 

55 8.5 6.7 

60 6.9 6.4 
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Severn Annuity Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 16.4 11.6 

55 8.5 6.7 

60 -1.2 3.4 

 

Severn Cash Lifestyle 

Performance to 31 December 2021 Annualised returns (%) 

Age of member in 2021 1 year 5 years 

25 16.4 11.6 

35 16.4 11.6 

45 16.4 11.6 

55 8.5 6.7 

60 0.01 2.6 
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Freestyle strategy 

 

Performance to 31 December 2021 Annualised returns (%) 

Fund name 1 year 5 years 

Asia Pacific ex Japan Equity Fund - 
Passive 

2.3 8.0 

Diversified Growth Fund 3.3 3.5 

Emerging Market Equity Fund  Active -6.3 7.5 

Environmental Social and Governance 
Global Equity Fund 

22.8 15.2 

European (ex UK) Equity Fund - 
Passive 

18.1 10.4 

Gilt Fund -7.3 4.2 

Global Equity Fund - Active 16.8 14.4 

Index Linked Gilts Fund  4.1 5.0 

Japanese Equity Fund - Passive 2.5 7.0 

Money market Fund 0.0 0.4 

North American Equity Fund - Passive 28.0 16.5 

Pre-Retirement Fund -4.9 3.8 

Shariah Fund 27.9 19.0 

UK Corporate Bond - Active Fund -3.5 3.6 

UK Corporate Bond Fund - Passive -3.1 3.3 

UK Equity Fund - Active 16.2 5.6 

UK Equity Fund - Passive 18.5 5.5 

UK Property Fund 22.0 7.4 

World ex UK Equity Fund - Passive  22.8 13.9 

(NEW) Equity Growth Fund 
Not yet available 

(new fund) 

Not yet available 

(new fund) 

 

At the time of writing, the net return information from Aviva was not available. The 
Trustee and Aon continue to liaise with Aviva to obtain the outstanding information. 
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Statement of Investment Principles 

Section 1: Introduction 

This Statement of Investment Principles  is produced to meet the 
requirements of the Pensions Acts 1995 & 2004, the Occupational Pension 
Schemes (Investment) Regulations 2005 and to reflect the Government's 
Voluntary Code of Conduct for Institutional Investment in the UK. The Trustee 
also complies with the requirements to maintain and take advice on the 
Statement and with the disclosure requirements. 
 
This SIP covers both the Defined Benefit (
the Defined Contribution (

issues that apply equally to both sections.  
 
Details of the appointed managers can be found in a separate document 

.
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Section 2: Defined Benefit Section 

Investment Objective 
The Trustee aims to invest the assets of the Plan prudently to ensure that the 

strategy, the Trustee took advice from its Investment Adviser and consulted with 
the sponsoring employer. The asset allocation strategy selected is designed to 
achieve a higher return than the lowest risk strategy while maintaining a prudent 

 
 
Strategy 
The current planned asset allocation strategy chosen to meet the objective 
above is set out in the table below. In addition to the assets detailed below the 
Trustee has purchased an annuity policy designed to pay the benefits of the 
pensioner membership covered in the policy. The annuity policy provides 
protection, however the Trustee does not target a specific allocation to annuity 
policies. Instead, the Trustee considers opportunities to purchase annuity policies 
as and when pricing and the Plan's circumstances permit. The strategic allocation 
set out in the table below therefore excludes the allocation to any annuity 
policies. Based on the Trustee's Gilts +0% basis, the value of the Plan's annuity 
policies was c. £388m as at 31 March 2021 (calculated using December 2020 
membership data. At 31 March 2021 this c. £388m valuation was out of total 
assets of c. £1,640m i.e. 24% of total assets. This percentage of total assets will 
vary over time). 

 

Section / Asset Class 
Target 

Weight (ex. 
buy-in) (%) 

Benchmark 
Performance 
Target (p.a) 

Returns Section 30  37.5 Composite  

Beta 0 - 10    

Property  IPD All Balanced Funds +1% 

Cash Plus 20  37.5   

Loans  

SONIA +4% Property Debt  

Unconstrained Bonds  

Protection Section 62.5 - 70 Plan specific liability 
benchmark 

 

Absolute Return Bond 
Investments (ARBIs) 

 SONIA +2% 

Asset Backed Securities  SONIA +2% 

Cash/Money Market  SONIA  

LDI   Plan specific liability 
benchmark 
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• The Returns section consists of a 'Beta' subsection and 'Cash Plus' subsection. 

'Beta' mandates are those where performance is expected to be determined 
largely by market returns. 'Cash Plus' mandates are those where performance 
is expected to be determined largely by manager skill. 

• Target weights are in respect of total assets excluding the annuity policy.  
• The Trustee's wider approach is to take attractive opportunities to reduce the 

Plan's property allocation - replacing it with more liquid 'Cash Plus' assets in a 
way expected to maintain the level of expected return for the total assets. 
This is being done in order to enable the Trustee to act quickly should they 
choose to purchase further annuity policies. For every £4m of the property 
allocation sold, the Trustee has agreed to invest £7m in 'Cash Plus' assets in 
order to broadly maintain the Plan's expected return (i.e. a ratio of 1.75:1). The 
additional cash will be released from the Plan's LDI portfolio. The allocations 
are therefore expressed as ranges to reflect this.  

 
The Plan has a Liability Driven Investment (LDI) allocation within the Protection 
section. The value of the LDI allocation will vary over time in line with its 
objective of mitigating the interest rate and inflation risks faced by the Plan 
(excluding those already hedged by the annuity policy).   
 
The Trustee monitors the actual asset allocation versus the target weights listed 
in the asset allocation strategy on a quarterly basis. The Trustee considers 
rebalancing the assets back towards the target weights should the asset 
allocations deviate significantly from the target. 
 
The current investment strategy was determined with regard to: 
 
• The actuarial characteristics of the Plan, i.e. the nature and timing of the 

These characteristics were 
 

• 

covenant (the direct covenant rests with the sponsoring employers of the 
Plan: MLI and MLIH). 

• The sponsorin  
 

will outperform the Plan's liabilities over the long term. The Trustee also assumes 
that active fund management can be expected to add value. However, the Trustee 
recognises the potential volatility in return seeking assets relative to the present 

 
 
Prior to setting the current investment strategy, the Trustee considered written 
advice from its Investment Adviser and in doing so addressed the following: 
 
• The need to consider a full range of asset classes including private equity, 

property and other alternative assets. 
• The overall risks and expected returns of a range of alternative asset 

allocation strategies. 
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• The suitability of each asset class. 
• The need for appropriate diversification. 
 

investment strategy. 
 
Risk Measurement and Management  
The Trustee 
the funding objective is to have sufficient assets so as to make provision for 

 
 
The Trustee recognises that the key risk to the Plan is that it has insufficient 
assets to make provisions for 100% of its liabilities ( funding risk ). The Trustee 
has identified a number of risks which have the potential to cause a deterioration 

ontribute to funding risk. These are as 
follows: 
 
• The risk of a significant difference in the sensitivity of asset and liability 

values to changes in financial and demographic factors ( mismatching risk ). 
The Trustee and its advisers considered this mismatching risk when setting 

as to mitigate this risk. 
• 

liabilities ( cash flow risk ). The Trustee and its a
cash flows taking into account the timing of future payments in order to 
minimise the probability that this occurs. 

• The failure by the fund managers to achieve the performance targets set by 
the Trustee relative to the benchmark ( manager risk ). This risk is considered 
by the Trustee and its advisers both upon the initial appointment of the fund 
managers and on an ongoing basis thereafter. 

• The failure to spread investment risk ( risk of lack of diversification ). The 

investment strategy and when appointing multi asset fund managers. 
• covenant risk ). 

The Trustee and its advisers considered this risk when setting investment 
strategy and consulted with the sponsoring employer as to the suitability of 
the proposed strategy. The Trustee has appointed a covenant adviser to 
monitor the covenant on an ongoing basis. 

• The risk of fraud, poor advice or acts of negligence ( operational risk ). The 
Trustee has sought to minimise such risk by ensuring that all advisers and 
third party service providers are suitably qualified and experienced, and that 
suitable liability and compensation clauses are included in all contracts for 
professional services received. 

 
Due to the complex and interrelated nature of these risks, the Trustee considers 
the majority of these risks in a qualitative rather than quantitative manner as part 
of each formal investment strategy review (normally triennially). Some of these 
risks may also be modelled explicitly during the course of such reviews.  
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Trustee receives quarterly reports showing: 
 
• Estimated  
•  
• Performance of individual fund managers versus their respective targets. 
• Evaluative comments and any significant 

fund managers.  
• 

mismatching risk. 
• Projected risk attribution for the Plan's assets relative to the liabilities.  
 
More broadly the Trustee maintains a risk register which looks at the whole range 
of risks to which the Plan may be subject. This includes the risks described above. 
 
Implementation  

the time of writing the only exception is the segregated LDI mandate). The fund 
managers are monitored and may change from time to time. The investment 
objectives of each man
considered at inception and on an ongoing basis.  
 

gilts and gilt derivatives of various maturities. The LDI mandate is not designed 
to achieve a profit for the Plan. Instead, it has been implemented to try and 

in long-term interest rates and inflation expectations affect the present value of 
s expected future liabilities. The LDI mandate hedges the Plan against 

these movements. 
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Section 3: Defined Contribution Section 

Investment Objective 
The Trustee is responsible for providing an appropriate range of investment 
options to members. Its key aim is to provide a range of investments that are 
suitable for meeting members' long and short-term investment objectives. It has 
taken into account members' circumstances, in particular the range of members' 
attitudes to risk and term to retirement. 

 
Strategy 
The Trustee's policy is to provide suitable information for members so that they 
can make appropriate investment decisions. The range of funds was chosen by 
the Trustee after taking expert advice from the Trustee's Investment Advisers. In 
choosing the Plan's investment options, it is the Trustee's policy to consider: 
 
• A wide range of asset classes. 
• The suitability of each asset class for a defined contribution plan. 
• The need for appropriate diversification of asset classes. 
• The suitability of the possible styles of investment management and the need 

for manager diversification. 
 

In addition, the Trustee will consider the characteristics of various member types 
or groups and the potential differences between these in relation to attitude to 
risk over the period of their membership in the Plan, and the different ways in 
which benefits may be taken at retirement. 
 
The Trustee expects the long-term return on the investment options that invest 
predominantly in equities to exceed price inflation and general salary growth. The 
long-term returns on the bond and cash options are expected to be lower than 
returns on predominantly equity options. However, bond funds have the potential 
to broadly offset changes in the price of annuities, giving some protection to the 
amount of pension that can be secured by members choosing to purchase an 
annuity at retirement. Cash funds are expected to provide protection against 
changes in short-term capital values.  
 
Investment options 
The investment options for members of the defined contribution section of the 
Plan comprise nineteen freestyle and three risk-differentiated lifestyle strategies.   
 
The three lifestyle strategies each have options aligned to the at retirement 
access choices of:  flexible drawdown, annuity or cash.  
 
The lifestyle options are designed based on analysis of the demographics of the 

options offering members a choice of 
investment risk and potential for growth. These will be reviewed on an ongoing 
basis to ensure they remain appropriate for a broad range of the membership. 
 
The lifestyle options are designed using a retirement age that can be pre-
selected by the member, otherwise a default age is used. The Trustee recognises 
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that the lifestyle options may be less suitable for members who retire earlier or 
later than their chosen, or the Plan's, default age, and communicates this issue to 
members. 
 
The freestyle fund range has been designed to enable members to create a 
diversified investment portfolio; the range comprises both single-manager funds 
and multi-
manager diversification and/or style differentiation could enhance member 
outcomes. The range contains a number of passively managed options as well as 
actively managed funds, offering the member the option of paying a lower level 
of fees for index-tracking, or higher fees in seeking the potential of additional 
returns. Actively managed funds have the objective to outperform the index net 
of fees to ensure that active management is delivering value for members. The 
Plan also makes available a Shariah Fund and an Environmental, Social & 
Governance Global Equity Fund for those wishing to invest in line with the 
specific objectives of these funds.  
 
The Trustee does not allow members to have simultaneous investments in both 
freestyle and lifestyle options. A member must invest solely either in freestyle 
options or in one of the lifestyle options.   
 
Default Arrangement 
The Trustee has chosen the Thames Flexible Lifestyle option as the Default 
Arrangement for the Plan. This is the strategy that has the most balanced 
approach to risk and return of the three Lifestyle options available and the 
Trustee therefore views it as being the one most appropriate for the majority of 

-
retirement option has been chosen as the Trustee expects, based on analysis of 
the membership and in particular the projected longer term average value of 

drawdown in retirement. Importantly in selecting this as the default, this strategy 
also reflects in its design that there will be members who choose alternative 
options such as annuity or cash at retirement. 
 
Under regulatory definitions, the Money Market Fund is also a Plan default. 
During a period when the UK Property Fund temporarily suspended cashflows, 
member contributions were automatically redirected into the Money Market 
Fund, thereby designating it as a deemed default. 
 
Ongoing monitoring and review 
The Trustee has a policy in place to review the funds within both the lifestyle and 
freestyle funds on an on-going basis. Where it is deemed that a manager or fund 
is no longer appropriate, the Trustee has operational procedures in place to 
remove and replace the manager or fund from the fund range. To support this 

which allow the replacement of underperforming managers or funds to be carried 
out in a timely manner to the benefit of members. 
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Risk Measurement and Management 
The Trustee recognises the key risk is that members will have insufficient income 
in retirement or an income that does not meet their expectations. The Trustee 
considered this risk when setting the investment options and strategy for the 

licy in respect of risk measurement methods and risk 
management processes is set out below. 
 
The Trustee considers the following sources of risk: 
 
• Risk of not meeting the reasonable expectations of members, bearing in mind 

contributions and fund choices. 
• Risk of fund managers not meeting their objectives ( manager risk ). This risk is 

considered by the Trustee and its advisers both upon the initial appointment 
of the fund manager and on an ongoing basis thereafter. 

• Risk of asset classes not delivering the anticipated rate of return over the long 
term. 

• Risk of the lifestyle options being unsuitable for the requirements of some 
members. 

• The risk of fraud, poor advice or acts of negligence ( operational risk ). The 
Trustee has sought to minimise such risk by ensuring that all advisers and 
third party service providers are suitably qualified and experienced, and that 
suitable liability and compensation clauses are included in all contracts for 
professional services received. 

 
Due to the complex and interrelated nature of these risks, the Trustee considers 
these risks in a qualitative rather than quantitative manner as part of each formal 
defined contribution strategy review. The Trustee considers feedback from 
members to ensure that a sufficient range of funds are offered to meet 

the suitability of the lifestyle option at regular intervals. 
 
The Trustee measures risk in terms of the performance of the funds compared to 
the respective benchmarks on a quarterly basis. The Trustee also monitors any 
significant issues with the fund managers that may impact their ability to meet 
the performance targets set by the Trustee. 
 
Implementation 
The Trustee has implemented the above investment strategy by offering 
members of the Plan a range of funds and lifestyle options via an investment only 
platform operated by Fidelity (Policy number INVE/MLDB/100157). The 
investment options available have been designed, following advice from the 
Plan's Investment Adviser, with the specific needs of members in mind.  
 
The funds have been structured as tailored portfolios and the Trustee retains the 
right to add, remove or replace fund managers within each of the tailored 
portfolios, as well as make changes to the asset allocation between the 
underlying funds, as and when required. The tailored portfolio structure ensures 
this is applied in an efficient manner for the benefit of all members invested in 
them. 



 

Bank of America UK Retirement Plan | Statement of Investment Principles                                                              9 

 

 
These funds are formally rebalanced to the initial weightings on an annual basis. 
During the year the asset weighting of the funds within each portfolio are 
measured against tolerances agreed by the Trustee to ensure the funds are 
brought back to the expected allocations if they move beyond these tolerance 
thresholds. The rebalancing is monitored and executed by Fidelity. 
 
Members are provided with information on each of the tailored portfolios through 
individual fund factsheets that are provided by Fidelity and updated on a quarterly 
basis.   
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Section 4: Defined Benefit and Defined Contribution Sections 

Implementation 
The Trustee has appointed an Investment Adviser. The Investment Adviser 
operates under an agreement to provide a service which ensures the Trustee is 
fully briefed to take decisions itself and to monitor those it delegates. The 
Investment Adviser is paid on a time cost basis for all the work it undertakes for 
the Plan although fixed fees may be negotiated by the Trustee for certain 
projects. This structure has been chosen to ensure that cost-effective, 
independent advice is received. 
 
The Trustee has delegated all day-to-day decisions about the investments that 
fall within each mandate, including the realisation of investments, to the relevant 
fund manager through a written contract. When choosing investments, the 
Trustee and the fund managers (to the extent delegated) are required to have 
regard to the criteria for investment set out in the Occupational Pension 
Schemes (Investment) Regulations 2005 (regulation 4).  
 

strategy of the DC Section of the Plan, the Trustee's primary concern is to act in 
the best financial interests of the Plan and its beneficiaries, seeking the best 
return that is consistent with a prudent and appropriate level of risk. The Trustee 
believes that in order to fulfil this commitment and to protect and enhance the 

the assets in which the Plan invests. 
 
Environmental, Social, and Governance considerations 
The Trustee further acknowledges that an understanding of financially material 
considerations including environmental, social and corporate governance ( ESG ) 
factors (such as climate change) and risks related to these factors can contribute 
to the identification of investment opportunities and financially material risks.  
The Trustee has agreed the following set of belief statements in connection with 
ESG matters: 
 
• Our fiduciary duty requires us to take all financially material risks into account, 

including ESG risks. 
• Our fund managers should consider sustainability issues related to the 

companies they invest in, as doing so is likely to improve risk-adjusted returns 
in the long-term. 

• We believe that our Investment Managers should integrate ESG factors into 
their investment process. 

 
To this end, as part of their delegated responsibilities, the Trustee expects the 

Investment Managers to take into account corporate governance, social, 
and environmental considerations (including long-term risks posed by 
sustainability concerns including climate change risks) in the selection, retention 
and realisation of investments. Any decision made by the Plan's fund managers 
should not apply personal ethical or moral judgments to these issues but should 
consider the sustainability of business models that are influenced by them. 



 

Bank of America UK Retirement Plan | Statement of Investment Principles                                                              11 

 

The Trustee is taking the following steps to monitor and assess ESG related risks 
and opportunities: 
 
• Trustee Directors will have periodic training on Responsible Investment to 

understand regulatory requirements and approaches to this area, and how ESG 
factors could impact the Plan's assets and liabilities. 

• Investment Managers, the Trustee 
will use ESG ratings information provided by its Investment Adviser, where 
relevant and available, to monitor the level of the Plan's Investment Managers' 
integration of ESG on a quarterly basis.  

• Supported by its Investment Adviser, the Trustee has also undertaken a 'deep 
dive' review of their managers' responsible investment policies and 
approaches, and subsequently have engaged directly with a number of their 
fund managers on these areas. 

• Regarding the risk that ESG factors negatively impact the value of investments 
held if not understood and evaluated properly; Trustee Directors have received 
training on these risks. Further, the Trustee will take advice from its 
Investment Adviser on this matter when setting the asset allocation for the 
Plan's Defined Benefit section and strategy for the Defined Contribution 
section, when selecting managers and when monitoring their performance.   

• The Trustee will include ESG-
ongoing risk assessment and monitoring. 

 
Stewardship - Voting and Engagement 
The Trustee recognises the importance of its role as a steward of capital and the 
need to ensure the highest standards of governance and promotion of corporate 
responsibility in the underlying companies and assets in which the Plan invests, 
as this ultimately creates long-term financial value for the Plan and its 
beneficiaries. The Trustee also recognises that these issues may be of particular 
interest to Plan members in the DC Section. 
 
The Trustee regularly reviews the suitability of the Plan's appointed asset 
managers and takes advice from its Investment Adviser with regard to any 
changes. This advice includes consideration of broader stewardship matters and 
the exercise of voting rights by the appointed managers. If an incumbent 
manager is found to be falling short of the standards the Trustee has set out in 
its policy, the Trustee undertakes to engage with the manager (where possible) 
and seek a more sustainable position but may ultimately look to replace the 
manager. 
 
The Trustee reviews the stewardship activities of its asset managers on an 
annual basis, covering both engagement and voting actions. The Trustee will 

ensure its managers, or other third parties, use their influence as major 
institutional investors to carry out the Trustee's rights and duties as a responsible 
shareholder and asset owner. This will include voting, along with  where relevant 
and appropriate  engaging with underlying investee companies and assets to 
promote good corporate governance, accountability, and positive change.  
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The Trustee will engage with its asset managers as necessary for more 
information, to ensure that robust active ownership behaviours, reflective of its 
active ownership policies, are being actioned. This information will be shared with 
members in the annual Engagement Policy Implementation Statement and DC 
Implementation Statement. 
 
With regard to transparency over voting, the Trustee expects to receive reporting 
from its asset managers on voting actions and rationale for those votes, where 
relevant to the Plan, in particular, where: votes were cast against management; 
votes against management generally were significant (more than 20%) or votes 
were abstained.  
 
From time to time, the Trustee will consider the methods by which, and the 
circumstances under which, it would monitor and engage with an asset manager. 
The Trustee may engage on matters concerning an issuer of debt or equity, 
including its performance, strategy, risks, social and environmental impact and 
corporate governance, the capital structure, and management of actual or 
potential conflicts of interest. 
 
Alignment with wider corporate sustainability policies and practices 
When setting their own policies, particularly in relation to stewardship and 
corporate sustainability, the Trustee has regard to the employer's policies on 
corporate sustainability. The Trustee will look to integrate their policies and 
practices with those of the employer, provided these do not cause a financial 
detriment to members.  
 
The employer has stated that "Bank of America is committed to improving the 
environment in how we approach our global business strategy, work with 
partners, make our operations more sustainable, support our employees, manage 
risks and govern our activities". The Trustee therefore seeks to apply the same 
principle to its investment decision making. 
 
Members' Views and Non-Financial Factors 
Where members make an active decision to share their views with the Trustee on 
ethical matters, social and environmental impact matters and present and future 
quality of life matters (defined as "non-financial factors" under the 2018 
Regulations) the Trustee will note and discuss any feedback received. 
 
The Trustee has made available the Environmental, Social & Governance Global 
Equity Fund and the Shariah Fund for members of the DC Section of the Plan 
who would like to invest in funds with these specific considerations. The 
underlying funds that make up the default fund and other freestyle fund options 
should not apply personal ethical or moral judgements as the sole basis for an 
investment decision. 
 
Governance 
The Trustee is responsible for the 
takes some decisions itself and delegates others. When deciding which decisions 
to take itself and which to delegate, the Trustee has taken into account whether 
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it has the appropriate training and expert advice in order to take an informed 
decision. The Trustee has established the following decision making structure: 

 

Trustee 
• Monitor actual returns versus Plan investment objective. 
• Appoint and monitor Investment Advisers, fund managers and custodians. 
• Set structures and processes for carrying out its role. 
• Select and monitor planned asset allocation strategy. 
• 

investment strategy. 
• Select and review direct investments (see below). 
• The Trustee has set up an administration and governance sub-committee to 

exercise powers in relation to the Plan's administration and governance, and 
an investment sub-committee to exercise powers in relation to monitoring 
and reviewing the Plan's investments and fund managers. The powers 
delegated by the Trustee are set out in respective terms of reference 
documents. 

Investment Adviser 
• Advise on all aspects of the 

investment of the Plan assets, 
including implementation. 

• Advise on this statement. 
• Provide required training. 

Fund Managers 
• Operate within the terms of this 

statement and their written 
contracts. 

• Select individual investments with 
regard to their suitability and 
diversification. 

• Advise Trustee on suitability of the 
indices in its benchmark. 

 
Part of the Investment Adviser's role is to evaluate equity managers as to their 
stewardship capabilities. This evaluation is provided to the Trustee as part of the 
Investment Adviser's standard manager monitoring service. 
 
The Pensions Act 1995 distinguishes between investments where the 
management is delegated to a fund manager under a written contract and those 
where a product is purchased directly, e.g. the purchase of an insurance policy or 
units in a pooled vehicle. The latter are known as direct investments. 
 

 is to review its direct investments and to obtain written 
advice about them at regular intervals. These include vehicles available for 
members' DC contributions and AVCs. When deciding whether or not to make any 
new direct investments the Trustee will obtain written advice and consider 
whether future decisions about those investments should be delegated to the 
fund manager(s). 
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The written advice will consider the issues set out in the Occupational Pension 
Schemes (Investment) Regulations 2005 and the principles contained in this 
statement. The regulations require all investments to be considered by the 
Trustee (or, to the extent delegated, by the fund managers) against the following 
criteria: 
 
• The best interests of the members and beneficiaries. 
• Security. 
• Quality. 
• Liquidity. 
• Profitability. 
• Nature and duration of liabilities. 
• Tradability on regulated markets. 
• Diversification. 
• Use of derivatives. 
 

Investment Adviser has the knowledge and experience required 
under the Pensions Act 1995. 
 
The Trustee expects its fund managers to manage the assets delegated to them 
under the terms of their respective contracts and to give effect to the principles 
in this statement so far as is reasonably practicable. 
 

basis. This means that the total fee is based on the total size of assets under 
und managers 

are remunerated on a performance-based fee scale. The level of remuneration 
paid to fund managers is reviewed at regular intervals by the Trustee against 
market rates in an effort to ensure the Plan and its members benefit from the 
lowest fees possible. 
 
The Trustee monitors those investments used by the Plan on an annual basis to 
consider the extent to which the investment strategy and decisions of the asset 
managers are aligned with the Trustee's policies as set out in the Statement of 
Investment Principles, including those on non-financial matters.  
 
This includes monitoring the extent to which asset managers: 
 
• make decisions based on assessments about medium- to long-term financial 

and non-financial performance of an issuer of debt or equity; and 
• engage with issuers of debt or equity in order to improve their performance in 

the medium- to long-term. 
 

The Trustee is supported in this monitoring activity by its Investment Adviser. 
 
The Trustee receives reporting and verbal updates from its adviser on various 
items including the investment strategy, performance, and longer-term 
positioning of the strategy. The Trustee focusses on longer-term performance 
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when considering the ongoing suitability of the investment strategy in relation to 
the Plan's objectives and assesses the asset managers over the long-term. 
 
Before appointment of a new asset manager, the Trustee reviews the governing 
documentation associated with the investment and will consider the extent to 
which it aligns with its policies. Where possible, the Trustee will seek to express 
its expectations to the asset managers to try to achieve greater alignment.  
 
The Trustee believes that having appropriate governing documentation, setting 
clear expectations to the asset managers (and doing so by other means e.g. 
verbally or in writing at time of appointment), and regular monitoring of asset 

incentivise the asset managers to make decisions that align with the Trustee's 
policies and are based on assessments of medium- and long-term financial and 
non-financial performance.  
 
Where asset managers are considered to be making decisions that are not in line 
with the Trustee's policies, expectations, or the other considerations set out 
above, the Trustee will typically first engage with the manager but could 
ultimately replace the asset manager where this is deemed necessary. 
 
There is typically no set duration for arrangements with asset managers, although 
the continued appointment for all asset managers will be reviewed periodically. 
 
The Trustee reviews its SIP at least every three years and immediately following 
any significant change in investment policy. The Trustee takes investment advice 
and consults with the sponsoring employer over any changes to the SIP. 
 
Costs and transparency 
The Trustee has engaged a third-party specialist to assist in collating data on the 
costs and charges incurred on the Plan's investment funds, as described in more 
detail below. 
 
The Trustee believes it is important to understand the different costs and 
charges. For the DC Section, costs are borne by the members whilst costs 
incurred in respect of the DB Section are incurred by the DB Plan (and therefore 
ultimately paid for by the sponsoring employer). These costs include: 
 
• explicit charges, such as the annual management charge, and additional 

expenses that are disclosed by fund managers as part of the Total Expense 
. 

• investment platform costs.  
• implicit charges, such as the portfolio turnover costs (transaction costs) borne 

within a fund.  
• performance-based fees in respect of illiquid property debt and Private Equity 

mandates in the DB Section. 
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The Trustee defines portfolio turnover costs as the costs incurred in buying and 
selling underlying securities held within the fund's portfolio. These are incurred 
on an ongoing basis and are implicit within the performance of each fund. 
 
Other costs of providing the DC Section of the Plan (e.g. administration and 
adviser costs) are not charged to members.  
 
For the DC Section, the Trustee collects information on these member-borne 
costs and charges on an annual basis, where available, and sets these out in the 

Annual Chair's 
Statement ), which is made available to members in a publicly accessible location. 
The Trustee has engaged a specialist third-party provider to assist with collating 
this data. 
 
No specific ranges are set for acceptable costs and charges, particularly in 
relation to portfolio turnover costs. However, the Trustee expects its DC 
Investment Adviser to highlight if these costs and charges appear unreasonable 
when they are collected as part of the Annual Chair's Statement exercise. 
 
It is the Trustee's view that long term performance, net of fees, is the most 
important metric on which to evaluate its asset managers. 
 
The Trustee believes that active Investment Managers can add value, net of fees. 
It is therefore comfortable with the use of active funds in the DB Plan and the 
investment lifestyle options and freestyle range available to members in the DC 
Plan. Passive funds are also made available for those members who prefer low-
cost solutions. 
 
 
Dated:  July 2021 




