
 

 

The Bank of New York Pension Plan ('the Plan') 
Chair’s Statement of DC Governance for the period from 1 April 2021 to 31 March 2022  

Governance requirements apply to defined contribution (‘DC’) pension arrangements, to help 
members achieve a good outcome from their pension savings. The Trustees of the Bank of New York Pension 
Plan (‘the Plan’) are required to produce a yearly statement (which is signed by the Chair of 
Trustees) to describe how these governance requirements have been met in relation to: 

1. the investment options in which members’ funds are invested, including the net return on investments 
for each default arrangement and self-select fund (including those used historically that still hold 
assets); 

2. the requirements for processing core financial transactions; 

3. the charges and transaction costs borne by members; 

4. an illustration of the cumulative effect of these costs and charges; 

5. assessing the value for members in relation to charges and transaction costs borne by members, and 

6. Trustee Knowledge and Understanding (TKU) in relation to individual Trustees and the Board as a 
whole. 

This statement covers the period from 1 April 2021 to 31 March 2022.  

1. Default investment arrangements 

The Bank of New York Pension Plan default arrangement is designed for members who join the Plan and do 
not actively choose an investment option. The Trustees are responsible for the governance of the default 
arrangement which includes setting and monitoring its investment strategy. 

The Trustees decided that the default arrangement (also known as the Default Option) should be a lifestyle 
strategy, which means that members’ contributions are automatically moved between different funds as they 
approach their selected retirement date. 

The Trustees’ overall objective is to invest contributions in the best interests of members and their beneficiaries. 

The main investment aims, objectives and policies governing the default arrangement are: 

• The Trustees’ overall objective is to invest contributions in the best interests of members and their 
beneficiaries.  

• The main objective of Default Option is to provide good member outcomes at retirement while subject 
to a level of investment risk, which is appropriate to the majority of members who do not make active 
investment choices. 

The latest Statement of Investment Principles (‘SIP’) for the Plan is attached in Appendix 2 and gives more 
information about the default investment strategy. The SIP was last updated on 7 September 2020 to reflect:  

• Added additional investment beliefs to cover Responsible Investment; and 

• The basis of remuneration and review for investment managers. 

The Trustees regularly monitor the investment performance of the default arrangement and formally review both 
the investment performance against the default arrangement‘s objectives and the suitability of the investment 
strategy at least every three years. The investment performance of these funds during the last year is shown in 
section 1.5.1 below. 

As stated above, the latest Statement of Investment Principles (‘SIP’) for the Plan is attached in Appendix 2 and 
gives more information about the default investment strategy, other investment options and the Trustees’ 
responsible investment policy. 

 



 

 

Review of the default investment strategy 

The Trustees regularly monitor the investment performance of the default arrangement and formally review both 
the investment performance against the default arrangement‘s objectives and the suitability of the investment 
strategy at least every three years. 

The Trustees believe that the default arrangement should ensure that assets are invested in the best interests 
of the majority of members because it best reflects what the Trustee believes: 

• Manages the principal investment risks members’ face during their membership of the Plan; 

• Maximises investment returns relative to inflation while taking an appropriate level of risk during 
membership of the Plan for the majority of members who do not make investment choices; and 

• Reflects members’ likely benefit choices at retirement. As discussed below, the Trustees believe that 
the default investment strategy could better match members’ likely benefit choices at retirement and will 
be making changes to reflect this.  

The last review of the default arrangement was completed on 16 January 2019. The next full review of the 
default arrangement was undertaken on 31 January 2022; this review commenced during Q4 2021 and was 
presented and discussed at the 31 January 2022 Trustees’ meeting. The Trustees considered the 
recommendations and agreed in principle to proceed with making changes to the investment arrangements. It 
was agreed some additional analysis would be undertaken once more member data became available for the 
Trustees consideration as part of the implementation of the changes. Following receipt of this data, the 
Trustees agreed on 17 August 2022 to make changes to the default strategy; it is expected for these changes 
to be implemented over H2 2022 and H1 2023. These changes will be reported on in the next Statement.  

As a result of the review, the following changes have been agreed: 

• The default arrangement is changed to target income drawdown at retirement; it currently targets 
annuity. The Trustees believe that this is a more suitable target for the majority of the membership.  

• At present, members have the option to self-select the alternative lifestyle arrangement, which targets 
drawdown at retirement. As a result of the review, it was agreed that the alternative lifestyle 
arrangement will be changed to target an annuity at retirement. 

It is intended that the next full review will take place by 31 January 2025 or immediately following any significant 
change in investment policy of the Plan’s member profile.  

In addition to the statutory strategy and performance review, the Trustees also monitor the performance of the 
default arrangement against their aims and objectives on a quarterly basis. This review includes an analysis of 
fund performance to check that the risk and return levels meet expectations. The Trustees’ reviews that took 
place during the Plan year concluded that the default arrangement was performing broadly as expected and is 
consistent with the aims and objectives of the default as stated in the SIP. 

In addition, the default strategy has an allocation to the BNYPP Global Multi-Factor Sustainable Equity Fund 
which is an ESG-focused fund. This fund consists of two underlying funds, the funds aim to:  

• Target factors, including specific environmental, social and governance (“ESG”) score and carbon 
exposure criteria.  

• Maximise exposure to the target “style” factors while improving the ESG profile and reducing the carbon 
exposure. 

• Invest in equity and equity-related securities of companies worldwide that the Investment Manager 
believes are sustainable investments and which also focus on a range of equity factors. 

The Trustees are also cognisant that there are regular developments to ESG and sustainable approaches and 
monitor developments within these funds.  

 

1.1 The Default Arrangement – the Balanced Lifestyle Strategy 



 

 

The graph and table below show the glidepath of the current default arrangement and the asset allocations at 
different periods. This is a lifestyle glidepath strategy which means the asset allocation for members will depend 
on the number of years they are away from their selected retirement date.  

 

The Default Arrangement fund allocation table 

Source: Hymans Robertson 

1.2 Other default arrangements – Alternative Higher Risk Lifestyle Strategy  

In addition to the default arrangement, members also have the option to invest in the alternative higher risk 
lifestyle strategy. The graph and table below show the glidepath of the alternative higher risk lifestyle strategy 
and the asset allocations at different periods. This is a lifestyle glidepath strategy which means the asset 
allocation for members will depend on the number of years they are away from their selected retirement date. 
The allocations for this lifestyle strategy are the same as the default arrangement until members are 9 years 
from retirement. From this point onwards, the allocations are different for this Alternative Higher Risk Lifestyle 
strategy compared to the default arrangement. 
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This strategy also invests contributions in different funds according to how far each member is from retirement. 
The charges borne by each member can also vary from one year to the next. 

1.3 The Legacy default arrangement 

The graph below shows the glidepath of the legacy default arrangement. This is a lifestyle glidepath strategy 
which means the asset allocation for members will depend on the number of years they are away from their 
selected retirement date. When the current default strategy was introduced, some members were allowed to 
remain in the legacy default arrangement. 

 

This strategy also invests contributions in different funds according to how far each member is from retirement. 
The charges borne by each member can also vary from one year to the next. 

1.4 Self-select funds 

The level of charges for each self-select fund (including those used in the default arrangement) and the 
transaction costs over the period covered by this Statement are shown in Section 3: Investment Charges and 
Transaction costs. 

1.5 Investment performance 

The presentation of the investment performance takes into account the statutory guidance issued by the 
Department for Work and Pensions. The Trustees have followed the statutory guidance in all areas. The 
investment returns shown in this section are net of charges and costs. 
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1.5.1 Default arrangement 

Over the year to 31 March 2022 the funds used in the Plan’s default arrangement saw investment returns 
ranging from a rise in value of up to 16.2% or, put another way, a rise of £162 for every £1,000 invested for the 
BNYPP Global Multi-Factor Sustainable Equity Fund, to a fall in value of up to 6.8%, or a fall of £68 for every 
£1,000 invested for the BNYPP Pre-Retirement Bond Fund. 

Fund 1 year (p.a.) 3 year (p.a.) 

BNYPP Global Multi-Factor Sustainable Equity Fund 16.2% N/A* 

BNYPP Diversified Growth Fund 3.3% 4.6% 

BNYPP Pre-Retirement Bond Fund -6.8% N/A** 

BNYPP BR Cash Fund 0.0% 0.2% 

Source: Fidelity 

*Fund launched 19/06/2019 therefore 3-year performance is not yet available. 

**Fund launched 15/05/2019 therefore 3-year performance is not yet available. 

As the default arrangement uses a lifestyle strategy, the investment return varies depending on your age and 
how far you are from your selected retirement age. The table below shows the approximate returns experienced 
in the default strategy over a 1-year and a 2-year period at various ages. The default strategy changed in July 
2019, so longer periods of returns are not available. 

Age of member in 2022 (years) 1 year (% p.a.) 2 year (% p.a.) 

25 16.2% 27.4% 

45 16.2% 27.4% 

55 11.0% 21.2% 

Source: Fidelity 

The Trustees are satisfied that most funds used by the default arrangement have performed in line with 
expectations in terms of at least matching the benchmark performance. There is one fund in the default, the 
BNYPP Diversified Growth Fund, which underperformed against its benchmark over the year to 31 March 2022 
by 3.5%. 

The Trustees are taking the following action in respect of this funds: 

• Continuing to monitor it on a quarterly basis. 

• Meeting with their managers on a regular basis. The Trustees last met with the managers: 

o BNYPP Diversified Growth Fund. This fund has two underlying managers. 

• The Trustees met with Baillie Gifford on 31 January 2022. 

• The Trustees met with Columbia Threadneedle on 31 January 2022. 

1.5.2 Alternative Higher Risk Lifestyle Strategy 

Over the year to 31 March 2022, the funds used in the Plan’s alternative higher risk lifestyle arrangement saw 
investment returns ranging from a rise in value of up to 16.2% or, put another way, a rise of £162 for every 
£1,000 invested for the BNYPP Global Multi-Factor Sustainable Equity Fund to no change in value with the 
BNYPP Cash Fund. 

The Trustees are satisfied that most funds used by the alternative higher risk lifestyle strategy have performed 
in line with expectations in terms of at least matching the benchmark performance.  There is one fund in the 
default, the BNYPP Diversified Growth Fund, which underperformed against its benchmark over the year to  
31 March 2022 by 3.5%. 



 

 

The Trustees are taking the actions described above in respect of these funds. 

1.5.3 Legacy default arrangement 

Over the year to 31 March 2022 the funds used in the Plan’s legacy default arrangement saw investment 
returns ranging from a rise in value of up to 12.5% or, put another way, a rise of £125 for every £1,000 invested, 
for the BNYPP BlackRock Global Equity (30:70) Index Fund to a fall in value of up to 10.2% or, put another 
way, a fall of £102 for every £1,000 invested, for the BNYPP Corporate Bond Index Over 15 Years Fund. 

The Trustees are satisfied that most funds used by the legacy default arrangements have performed in line with 
expectations. One fund, the BNYPP Corporate Bond Index Over 15 Years Fund, underperformed against its 
benchmark over the year to 31 March 2022 by 2.1%. 

The Trustees are taking the following action in respect of this fund: 

• Continuing to monitor it on a quarterly basis. 

• Meeting with the manager on a regular basis. The Trustees last met with the manager on 3 September 
2021. 

1.5.4 Self-select funds 

The other investment options for the year to 31 March 2022 saw returns between 12.7% for the BNYPP UK 
Equity Index Fund to returns of -10.2% in the BNYPP Corporate Bond Index Over 15 Years Fund. 

The Trustees are satisfied that most funds used by the other investment options have performed in line with 
expectations (either tracking an index for a passive fund or delivering outperformance if it’s an active fund). 
Some have underperformed against these objectives: 

• BNYPP Corporate Bond Index Over 15 Years Fund (underperformed by 2.1%). 

• BNYPP MFS Global Equity Fund (underperformed by 3.8%). 

• BNYPP UK Equity Fund (underperformed by 6.5%). 

• BNYPP UK Equity High Alpha Fund (underperformed by 7.9%). 

• BNYPP M&G Total Return Credit Fund (underperformed by 2.9%). 

• BNYPP Diversified Growth Fund (underperformed by 3.5%). 

The majority of the above funds (with the exception of the BNYPP Corporate Bond Index Over 15 Years Fund) 
are actively managed and it is expected that an active fund will not always perform in line with its benchmark. In 
addition, rising inflation and increased market volatility has contributed to these funds underperforming against 
their objectives. 

The Trustees are taking the following action in respect of these funds: 

• Continuing to monitor them on a quarterly basis. 

• Meeting with their managers on a regular basis. The Trustees last met with the managers: 

o BNYPP Corporate Bond Index Over 15 Years Fund. 

• The Trustees met with BlackRock on 3 September 2021. 

o BNYPP MFS Global Equity Fund. 

• The Trustees met with MFS on 31 January 2022. 

o BNYPP UK Equity Fund. 

• The Trustees met with Majedie on 2 February 2021. 

o BNYPP UK Equity High Alpha Fund. 

• The Trustees met with River and Mercantile on 2 February 2021. 



 

 

o BNYPP M&G Total Return Credit Fund. 

• The Trustees have not met with M&G during the year to discuss fund performance as M&G 
provide their updates directly to the platform through which the fund is offered. 

o The BNYPP Diversified Growth Fund. This fund has two underlying managers. 

• The Trustees met with Baillie Gifford on 31 January 2022. 

• The Trustees met with Columbia Threadneedle on 31 January 2022. 

1.5.5 More information 

Investment returns for all funds over several periods of time to 31 March 2022 are shown in Appendix 3. 

Further information on the funds, how they are invested and their investment performance during the year, can 
be found on the Plan’s website at https://epa.towerswatson.com/accounts/bny/. 

https://epa.towerswatson.com/accounts/bny/


 

 

2. Processing core financial transactions 

The Trustees have a specific duty to ensure that core financial transactions in relation to DC benefits are 
processed promptly and accurately. Core financial transactions include (but are not limited to): 

• Receipt and investment of contributions;  

• Transfers of member assets into and out of the Plan; 

• Transfers of member assets between different investments within the Plan; and 

• Payments from the Plan to members and beneficiaries. 

Service Level Agreements  

The Trustees currently delegate responsibility for the administration of the Plan to WTW and have put in place 
agreed service level standards. These service levels specify the target number of working days for 
administration tasks to be completed accurately. The agreed service levels range from 1 to 10 working days 
depending on the category (e.g. Retirement or Transfer-out payment) of each task, with most tasks having a 
target of 5 working days.   

Some financial transactions are not included in the administration reports. For example, on-line member 
investment switches and quarterly lifestyle rebalancing transactions are fully automated and processed using 
‘straight-through processing’. These transactions are processed on the next available dealing day. 

WTW's administration team routinely undertake all the checks listed within the DC Code of Practice and 
accompanying administration how-to guide published by the Pensions Regulator, including ensuring that 
member records are reconciled regularly and that any discrepancies are resolved promptly. The Pensions 
Regulator is expected to release the new consolidated DC Code of Practice in Autumn 2022 and the Trustees, 
the administrators and their advisers have begun work so all requirements are met when the new Code takes 
effect. 

To help the Trustees monitor whether core transactions are processed promptly and accurately, WTW provides 
quarterly reports to the Trustees detailing the key information about the Plan's administration, including whether 
the administration team has met its required service level standards for the period and whether there have been 
any statutory disclosure breaches over the period. These quarterly reports are reviewed by the Trustees, 
allowing them to identify any issues. 

These quarterly reports include details in two key areas: 

1. The Plan’s financial position, including: 

• A statement of cash movements in the Trustees’ bank account; 

• A schedule of contributions, showing amounts received and dates of investment; and 

• A reconciliation of units held on the administration system against those held by Fidelity (the Plan’s 
investment platform provider). 

2. The member experience, including: 

• Changes in the membership profile; 

• A detailed breakdown of financial transactions undertaken and measurement of these against the 
Plan’s agreed Service Level Agreements (SLA); 

• Information on all activities undertaken by members directly on the Plan’s administration website; 

• Details on any complaints, errors or breaches. 

During the Plan year, performance against SLAs were relatively stable at around the 90% level; 87% in Q2 
2021, 88% in Q3 2021, 98% in Q4 2021 and 90% in Q1 2022. However, WTW has acknowledged performance 
levels are below expectations, and they continue to implement changes to improve performance and hence 
member experience. 



 

 

WTW has undertaken analysis of casework received to identify any theme(s) which has resulted in the increase 
in volume of cases. Whilst no overall theme has been identified, WTW has recruited new members to the team 
to improve performance.  However, as new members undergo training, processing times have been adversely 
impacted but are expected to improve as new members are fully integrated into the team. 

During Q4 2021, WTW were adversely impacted by illness, which coincided with an increase in COVID-19 rates 
in the general population. WTW continue to take steps to minimise any impact. 

A monthly review of all clients is undertaken by the WTW senior management team to assess operational 
performance, risks, and resourcing. A status report prepared by the administration team drives the discussions 
and ensures correct exposure to senior management, with the aim of ensuring support is in place when 
improvement to service is needed. 

The status of the Plan’s administration service has been rated as Amber, which ensures the Plan receives 
visibility at the appropriate level within WTW. The Trustees have received reassurances around the steps being 
taken by WTW to stabilise the service. 

The Trustees received a copy of WTW's ‘Report on Internal Controls’ (AAF 01/20 Report) available for the 
period 1 October 2020 to 30 September 2021. This included the Independent Service Auditor’s opinion that, in 
all material respects, WTW's internal controls were suitably designed and that the controls that were tested, 
operated effectively throughout the period. 

The Plan’s accounts are audited annually by a third party, RSM UK Audit LLP (‘RSM’). RSM attended the 
September 2021 Trustees’ meeting to talk through their 31 March 2021 audit report, which confirmed RSM 
would be issuing an unqualified opinion on the Plan’s contributions and financial statements for 31 March 2021. 

Common and Scheme Specific data tests were carried during Q1 2022. The overall data quality score for 
common data and scheme specific data was 89% and 85%, respectively. This represents a slight reduction 
(1%) in the data score with regards to common data and no change with regards to scheme specific data, when 
compared to the Q2 2021 (first quarter of the Plan year). 

Common and Scheme Specific data tests are carried out quarterly, and reported within the quarterly 
administration reports, and the Trustees have a plan in place to address any data deficiencies. For example, 
there is currently an ongoing project to cleanse Scheme Specific data. 

In consideration of all of the above, the Trustees are satisfied that: 

• the administrator was operating appropriate procedures, checks and controls; 

• there have been no material administration errors in relation to processing core financial transactions;  

• all core financial transactions have been processed promptly and accurately during the Plan year. 
 

  



 

 

3. Investment charges and transaction costs  

The Trustees have taken account of statutory guidance in preparing this section of the statement. 

The Trustees are required to set out the on-going charges and transaction costs borne by members with DC 
benefits. 

Charges (for example, management charges relating to investments) 

The total expense ratio (TER) applied to the funds available for selection by members of the Plan are set out in 
the table below. TER is a measure of the costs associated with managing and operating an investment fund. 
These costs consist primarily of annual management charges (AMC) and variable additional expenses such as 
trading, legal and auditor fees and other operational expenses.  

Transaction costs are those incurred by the investment managers as a result of buying, selling, lending or 
borrowing investments and are usually taken into account via the unit price for each of the funds. Transaction 
costs are typically categorised as being explicit costs or implicit costs; 

• Explicit costs are directly observable and include broker commissions and taxes. 

• Implicit costs cannot be observed in the same way but can also result in a reduction in the value of 
capital invested. Implicit costs include market impact or delay costs as well as inflows to a fund, both of 
which can also result in a gain for the fund (i.e. negative transaction cost). As a result of this, it is not 
expected that transaction costs for these fund(s) will always be negative. 

The following data has been provided by Fidelity (the Plan’s platform provider) for the year ending 31 March 
2022.  

Please note that the charges shown in the tables below are the funds’ Total Expense Ratio (“TER”), which 
includes the funds’ Annual Management Charge (“AMC”) and Operating Costs and Expenses. 

Default Lifestyle Strategy - fund charges and transaction costs  

For the period covered by this Statement, the annualised charges and transaction costs for the default 
arrangement are: 

Table 3.1 – Annualised charges and transaction costs for the Default Lifestyle Strategy 

Period to retirement 

Fund Charge (TER) Transaction costs 

% p.a. 
£ per 

£1,000 
% p.a. £ per 

£1,000 

20 years+ 0.21 2.10 0.18 1.80 

15 years 0.28 2.82 0.20 2.02 

10 years 0.35 3.54 0.22 2.24 

5 years  0.33 3.33 0.17 1.70 

At retirement 0.27 2.69 0.09 0.92 

Source: Fidelity & Hymans Robertson, 31 March 2022. Charge = the funds’ Total Expense Ratio (“TER”), which includes the 
funds’ Annual Management Charge (“AMC”) and Operating Costs and Expenses. 

The average charge over 40 years would be 0.26% p.a. 

For members more than 20 years from their default or selected retirement age, investment charges remain 
consistent. For those within 20 years of their default or selected retirement age, charges vary. This is due to 
assets automatically transitioning from the BNYPP Global Multi-Factor Sustainable Equity Fund to the BNYPP 
Diversified Growth Fund which has a higher TER. The charges then start to reduce as assets are transitioned to 
the BNYPP Pre-Retirement Bond Fund and BNYPP Cash Fund which have lower TERs. 

Alternative Higher Risk Lifestyle – fund charges and transaction costs  



 

 

The annual charges for the Alternative Higher risk lifestyle option during the period covered by this Statement 
are: 

Table 3.2 – Annualised charges and transaction costs for the Alternative Higher Risk Lifestyle 

Period to retirement 

Fund Charge (TER) Transaction costs 

% p.a. 
£ per 

£1,000 
% p.a. £ per 

£1,000 

20 years+ 0.21 2.10 0.18 1.20 

15 years 0.28 2.82 0.20 2.02 

10 years 0.35 3.54 0.22 2.24 

5 years  0.44 4.35 0.25 2.49 

At retirement 0.45 4.52 0.23 2.33 

Source: Fidelity & Hymans Robertson, 31 March 2022. Charge = the funds’ Total Expense Ratio (“TER”), which includes the 
funds’ Annual Management Charge (“AMC”) and Operating Costs and Expenses. 

The average charge over 40 years would be 0.28% p.a. 

The Legacy default arrangement 

The annual charges for the legacy default arrangement during the period covered by this Statement are: 

Table 3.3 – Charges and transaction costs for the Legacy default arrangement 

Period to retirement 

Fund Charge (TER) Transaction costs 

% p.a. 
£ per 

£1,000 
% p.a. £ per 

£1,000 

10 years+ 0.12 1.21 0.03 0.30 

5 years  0.12 1.16 0.02 0.18 

At retirement 0.12 1.18 0.01 0.10 

Source: Fidelity & Hymans Robertson, 31 March 2022. Charge = the funds’ Total Expense Ratio (“TER”), which includes the 
funds’ Annual Management Charge (“AMC”) and Operating Costs and Expenses. 

Self-select options – fund charges and transaction costs  

The charges and transaction costs for each self-select fund are set out in the following table: 

Table 3.4 – Charges and transaction costs for self-select funds 

Fund name 

Fund Charge 
(TER) 

% 

Transaction 
costs* 

% 

BNYPP Global Multi-Factor Sustainable Equity Fund† 0.21 0.18 

BNYPP Diversified Growth Fund 0.57 0.29 

BNYPP Pre-Retirement Bond Fund 0.14 0.00 

BNYPP Cash Fund 0.14 0.02 

BNYPP Corporate Bond Index Over 15 Years Fund 0.11 0.03 



 

 

Fund name 

Fund Charge 
(TER) 

% 

Transaction 
costs* 

% 

BNYPP BlackRock Global Equity (30:70) Index (unhedged) Fund† 0.12 0.03 

BNYPP Over 15 Years UK Gilt Index Fund† 0.11 -0.03 

BNYPP Over 5 Year Index Linked Gilt Fund† 0.11 0.06 

BNYPP UK Equity Index Fund† 0.11 0.08 

BNYPP M&G Total Return Credit Fund† 0.50 0.10 

BNYPP MFS Global Equity Fund 0.71 0.03 

BNYPP Liontrust UK Equity Fund^  0.70 0.15 

River & Mercantile UK Equity High Alpha Fund 0.80 0.35 

* A negative transaction cost indicates that transacting has resulted in a net revenue rather than a net cost for the fund. This 
can happen when the fund has a swing price mechanism whereby the price depends on the number of buyers/sellers 
trading on the dealing date or due to other implicit costs. 

† Anti-dilution levy data, which forms part of the overall transaction cost, is not available for these funds. 

^ Liontrust completed the acquisition of Majedie Asset Management on 1 April 2022 and as a result the fund 
name has changed from BNYPP Majedie UK Equity Fund to BNYPP Liontrust UK Equity Fund. 

The transaction cost data supplied does not include data for the full year to 31 March 2022 for all funds.  
Liontrust have only provided transaction cost data for the period of 30 April 2021 to 31 March 2022 to Fidelity. 
This issue is not specific to the Plan as many investment managers and investment platform providers remain 
unable to provide this detail on transaction costs. The Trustees are continuing to engage with Fidelity and the 
underlying managers, via their advisers, in an effort to obtain full transaction cost data specific to the Plan year. 

Additional Voluntary Contributions 
 
Some members have investments in the historic Scottish With-Profits Fund. This is a legacy fund and is closed 
to contributions. The charges and transaction costs for Scottish With-Profits Fund are deducted from the overall 
fund before bonus rates are set for all policyholders. For the year to 31 March 2022, reported transaction costs 
were 0.15%. The basis on which charges are made to the Scottish Widows With-Profits Fund are set out in the 
Principles and Practices of Financial Management (the with-profits fund is managed according to this 
document), but the expense deductions are not specified. The Trustees will continue to seek to obtain this 
information from Scottish Widows. With-profits funds can provide annual as well as terminal bonuses and, as a 
result, underlying fund performance is not reflective of the ultimate returns members receive on their policies. 
As of 1 January 2022, the confirmed rate of regular bonus was 1.75% p.a.  



 

 

4. Illustration of charges and transaction costs 

The Trustees have prepared an illustration showing the impact of the costs and charges, typically paid by a member of the Plan, on their retirement savings 
outcomes.  

The following table gives a summary of the projected fund and the impact of costs and charges up to a normal retirement age of 60. The figures are presented 
using four-member examples; youngest member, average member, a member approaching retirement and a deferred member. The illustrations have been 
prepared in accordance with the DWP’s statutory guidance on ‘Reporting costs, charges and other information: guidance for trustees and managers of 
occupational pension schemes’. 

Example 
Member 

(See note 13) 

Projection 
period (years) 

Lifestyle Strategy (Default) 
Lifestyle Strategy 

(Legacy Default) 
MFS Global Equity Fund 

BlackRock Global Equity 
(30:70) Index Fund 

(unhedged) 

BlackRock Over 5 Years 
Index-Linked Gilt Fund 

Before costs 
and charges 

After costs 
and charges 

Before costs 
and charges 

After costs 
and charges 

Before costs 
and charges 

After costs 
and charges 

Before costs 
and charges 

After costs 
and charges 

Before costs 
and charges 

After costs 
and charges 

Youngest 
member 

1 £55,000 £54,700 £54,900 £54,800 £55,200 £54,800 £54,900 £54,800 £52,300 £52,200 

3 £65,500 £64,600 £65,200 £64,900 £66,100 £64,800 £65,200 £64,900 £56,800 £56,600 

5 £76,900 £75,300 £76,200 £75,800 £78,000 £75,500 £76,200 £75,700 £61,200 £60,900 

10 £109,400 £105,000 £107,600 £106,300 £112,400 £105,700 £107,600 £106,300 £71,800 £71,000 

15 £147,600 £138,500 £145,000 £142,700 £154,600 £141,400 £145,000 £142,600 £81,600 £80,300 

20 £191,000 £174,700 £189,000 £185,000 £206,300 £183,700 £189,800 £185,700 £90,800 £89,000 

25 £228,600 £204,500 £222,900 £217,100 £269,800 £233,800 £243,400 £236,900 £99,300 £97,100 

29 £246,400 £217,800 £233,600 £226,700 £330,900 £280,400 £293,700 £284,700 £105,800 £103,100 

Average 
member 

1 £280,500 £278,800 £280,700 £280,300 £282,100 £280,100 £280,700 £280,300 £267,400 £267,100 

3 £323,200 £317,400 £324,300 £323,000 £329,100 £322,400 £324,300 £323,000 £282,000 £280,900 

5 £367,500 £356,700 £369,600 £367,300 £380,100 £367,600 £371,100 £368,800 £296,200 £294,300 

10 £467,200 £442,800 £462,500 £457,100 £527,500 £495,000 £504,000 £497,900 £330,100 £326,200 

14 £523,200 £489,500 £503,600 £495,700 £669,200 £613,500 £628,800 £618,500 £355,600 £350,100 

Approaching 
retirement 

1 £388,900 £386,800 £386,700 £386,200 £398,700 £395,900 £396,700 £396,200 £378,000 £377,400 

3 £423,200 £416,900 £415,100 £413,500 £459,900 £450,400 £453,100 £451,300 £393,500 £392,000 

5 £451,000 £441,200 £436,100 £433,500 £526,200 £508,700 £513,600 £510,300 £408,700 £406,100 

Deferred 
member 

1 £51,800 £51,400 £51,800 £51,800 £52,100 £51,700 £51,800 £51,700 £49,300 £49,300 

3 £55,400 £54,300 £55,700 £55,400 £56,500 £55,300 £55,700 £55,400 £48,000 £47,800 

5 £58,700 £56,900 £59,000 £58,600 £61,400 £59,200 £59,800 £59,400 £46,700 £46,400 

10 £64,500 £60,600 £63,300 £62,500 £75,300 £70,000 £71,500 £70,500 £43,700 £43,100 

13 £65,300 £60,600 £62,700 £61,600 £85,100 £77,500 £79,600 £78,200 £42,000 £41,200 



 

 

Assumptions and notes:  

1. Projected pension account values are shown in today’s terms. 
2. Contributions and costs/charges that are shown as a monetary amount and reductions are made halfway through the year. 
3. Investment returns and costs/charges as a percentage reduction per annum are assumed to be deducted at the end of the year. 
4. Charges and costs are deducted before applying investment returns. 
5. Switching costs are not considered in the lifestyle strategy. 
6. Inflation is assumed to be 2.5% each year.  
7. Contributions are assumed to be paid from age 31 to 60 for the youngest member, from 46 to 60 for the average member, and from 55 to 60 for the member approaching retirement. No additional 

contributions assumed for the deferred member. 
8. Contributions of active members increase in line with assumed earnings inflation of 0% per year (in real terms). 
9. Values shown are estimates and are not guaranteed. 
10. The real projected growth rates for each fund are as follows: 

• Lifestyle Strategy (Default): from 0.021% to 3.860% (adjusted depending on term to retirement) 

• Lifestyle Strategy (Legacy Default): from -0.797% to 3.640% (adjusted depending on term to retirement) 

• MFS Global Equity Fund: 4.18% 

• BlackRock Global Equity (30:70) Index Fund (unhedged): 3.64% 

• BlackRock Over 5 Years Index-Linked Gilt Fund: -1.34% 
11. Transactions costs and other charges have been provided by Fidelity and cover the period 1 April 2018 to 31 March 2022. When available, transaction costs have been averaged by WTW using a 

time-based approach.  
12. Plan’s normal retirement age is 60. 
13. Example members: 

• Youngest: age 31, total initial contribution: £3,000, starting fund value: £50,000. 

• Average: age 46, total initial contribution: £11,000, starting fund value: £260,000. 

• Approaching retirement: age 55, total initial contribution: £13,000, starting fund value: £370,000. 

• Deferred: age 47, total initial contribution: nil, starting fund value: £50,000. 

  



 

 

5. Value for members assessment 

Each year, with the help of their advisers, the Trustees carry out an assessment of whether the charges and 
transaction costs for the default arrangement and other investment options, which are borne in full or in part by 
members, represent good Value for Members. Value is not simply about low cost – the Trustees also consider 
the quality and scope of provision compare against similar schemes and available external benchmarks. 

The Trustees are committed to ensuring that members receive ‘value for members’ (VFM) from the Plan i.e. the 
services and features that members pay for provide good value. Members meet only the costs associated with 
the management and delivery of the Plan’s investment options. Other Plan costs are met by The Bank of New 
York Mellon (‘the Company’). 

In August 2022, Hymans Robertson undertook its annual independent assessment of whether the Plan 
provided value to its members. The assessment focused on those features of the Plan where costs may be 
borne by members. Costs borne entirely by the Company were excluded from the assessment. 

The assessment concluded that, overall, the Plan offered good value for members in the year ended 31 March 
2022. The assessment considered the following Plan features: 

• Charges and transaction costs relating to the default fund arrangement, as well as non-default 
strategies and self-select funds; 

• The suitability of the default and other investment options; 

• The performance of the Plan’s investments over the previous 3 and 5-year periods, relative to their 
benchmarks; 

• The Trustees’ investment governance process and actions. 

The assessment also assessed the Plan’s charges against other similar schemes. The Trustees also offer an 
alternative lifestyle strategy for members, as well as a number of additional self-select funds, which are 
considered to enhance value for members. 

The rating criteria used in the assessment were: 

Rating Definition 

 

Excellent 
The Trustees considers the Plan offers excellent value for members, providing services 
within a top 20% quality/cost range compared with typical options for similar schemes. 

 
Good 

The Trustees considers the Plan offers good value for members, providing services at 
better quality/cost compared with typical options for similar schemes. 

 

Average 
The Trustees considers the Plan offers average value for members, providing similar 
services at similar quality/cost compared with typical options for similar schemes. 

Below 
average 

The Trustees considers the Plan offers below average value for members, providing 
similar services at higher cost or more limited services for similar cost compared with 
typical options for similar schemes. 

Poor 
The Trustees considers the Plan offers poor value for members providing services, within 
the bottom 20% quality/cost range compared with typical options for similar schemes. 

 

  



 

 

Service and 

weighting 

 
Rating 

 
Rationale` 

Investment 

100% 

 
Good 

Charges were better than those of comparable schemes 

Transaction costs were similar to those of comparable schemes 

The Trustees are currently considering recommendations to make 

some changes to the default lifestyle strategy and provisionally agreed 

to make changes such that it targets income drawdown at retirement 

(rather than annuity purchase). The Trustees agreed not to take any 

action until outstanding member data was provided by the 

administrator. This review remains ongoing at the time of writing and 

the Trustees expect to conclude the review by 31 August 2022.  

The Plan offers an alternative lifestyle strategy which enables 

members to choose a lifestyle aligned with targeting either drawdown 

or annuity at retirement. 

The Plan provides a wide range of active and passive funds across 

various asset classes. 

Investment performance was broadly in line with the funds’ objectives. 

The Statement of Investment Principles was last reviewed on 7 

September 2020. 

The Plan’s investment options consider responsible investment 
(including climate change) into account.   

The Trustees reviewed the assessment and agreed with the conclusion reached by Hymans Robertson. The 
Trustees have also agreed an action plan for the following year to improve value where necessary and obtain 
any missing information. 

During the next 12 months, the Trustees will consider the following actions to improve Value for Members: 

• Review the charges on the default lifestyle strategy funds and self-select funds (which they review on at 
least an annual basis);  

• Continue to monitor and conduct updated liquidity and suitability reviews of the BNYPP River & 
Mercantile UK Equity High Alpha fund;  

• Ensure that the Trustees maintain a working knowledge of the asset classes and regulatory/legislative 
changes through attending training organised by their advisors or external seminars/webinars;  

• Complete the review of the default lifestyle strategy to ensure that it remains appropriate for the majority 
of the Plan’s members every 3 years (currently in progress);  

• Carry out an Own Risk Assessment (“ORA”); 

• Conducting a review of the platform provider (Fidelity);  

• Conduct a review of the security of assets of Fidelity and LGIM; and 

• Review the investment reporting services provided by Fidelity. 

The Trustees will continue to monitor the value for members on an annual basis. 

  



 

 

6. Maintaining the Trustees’ knowledge and understanding ('TKU') 

The Pensions Act 2004 sets out the requirement for trustees to have appropriate knowledge and understanding 
of the law relating to pensions and trusts, the funding of occupational pension schemes, investment of plan 
assets and other matters to enable them to exercise their functions as trustees properly.  

The comments in this section relate to the Trustees as a body in dealing with the whole Plan and are not 
restricted to the DC elements. 

The Trustees have various processes in place to enable them to fulfil their duties and functions as trustees of 
the Plan. During the period to 31 March 2022, the Trustees’ approach to meeting the TKU requirements has 
included: 

On appointment 

Before attending their first quarterly meeting, each new Trustee attends a half-day Introductory Trustee Training 
session which covers an introduction to the role of a trustee, how pension schemes work, trust law and key 
pensions law. Each Trustee is also required to complete The Pension Regulator's online trustee toolkit ("TPR's 
Trustee Toolkit") within six months of appointment. TPR's Trustee Toolkit is an e-learning programme in which 
trustees complete a number of specific modules and assessments in order to be conversant with scheme 
specific documents and meet the level of knowledge and understanding required by law.  All the Trustees have 
completed TPR's Trustee Toolkit including the pension scams module. Dates of completion range from 2008 to 
2020 with relevant updates also having been undertaken. A new optional module (pension scams) was 
introduced by the Pensions Regulator in 2021. The Trustees are expected to complete this module in due 
course. 

All the Trustees have access to an on-line file sharing system ‘OnePlace’ which provides easy and secure 
access to the Plan’s documents, including all meeting papers, reports, legal documentation and governance 
and policy documents. Each new Trustee receives training on how to access and use ‘OnePlace’. 

Ongoing training 

In order to maintain the Trustees' level of working knowledge of key Plan documents, there is regular reference 
by the Trustees to the Plan’s main documents, including the Plan’s Trust Deed and Rules, Statement of 
Investment Principles, Statement of Funding Principles and other key policy documents. Examples of this 
include referring to the Trust Deed and Rules on consulting with the Company regarding investment changes, 
and when exercising trustee discretion on individual member cases. The Trustees also referred to the Trust 
Deed and Rules when agreeing to delegate the business of dealing with personal data security breaches to a 
sub-group on behalf of the Trustees. A review of the Plan’s Risk Register takes place on a quarterly basis. 

Regular training is also incorporated into planned meetings to support meeting agenda items. Training provided 
in meetings over the period included: 

• Assessing the Sponsor Covenant 

• Member options at retirement 

• Pension Schemes Act 2021 

• The Pensions Regulator’s new Code of Practice 

• Climate Change 

• Inclusion and Diversity 

• Regular topical updates to assist the Trustees in keeping up to date with current matters. These 
included: 

o Institute and Faculty of Actuaries’ recommendations for improving trustee decision-making 

o Pension scams 

o FCA and TPR’s guide on support with financial matters 

o FCA research on DB to DC transfers 



 

 

o Pensions Dashboards 

o Simpler annual DC benefit statements 

o TPR and FCA call for input on improving pension consumer journey 

o The impact of COVID-19 on pension schemes 

o DWP’s next steps for DC consolidation and plans to encourage investment in illiquid assets 

o Climate risk 

o New Value for Money framework for DC schemes 

o PPF levy 2022-23 update 

o Stronger nudge to Pension Wise guidance 

o Price inflation implications 

o TPR updates, DWP consultations and other relevant industry, regulatory and legislative 
developments 

The Trustees’ professional advisers (covering legal, actuarial and investment advice) also attend the Trustees’ 
meetings and provide ongoing support and advice to the Trustees to help them to properly exercise their 
functions as Trustees. 

A rolling programme of bespoke Trustee training is in place, which is delivered during designated training days 
and within Trustees’ meetings where appropriate. During the year these included training on Trustee Qualities, 
climate change and Inclusion & Diversity. 

Additionally, individual Trustees have attended numerous professional seminars/events and details are included 
in Appendix 1. A training log is maintained which records all Trustees’ training and attendance at appropriate 
seminars.  

Through the regular activity of the Trustees and the training provided, each Trustee has a working knowledge 
of: 

• The Trust Deed and Rules of the Plan; 

• The Statement of Investment Principles; 

• The Statement of Funding Principles; and 

• Other documents recording the Plan’s policies. 

and each Trustee has knowledge and understanding of the following matters, appropriate for the purposes of 
enabling them to properly exercise their function: 

• The law relating to pensions and trusts; and 

• The principles relating to the funding of occupational pension schemes and investment of scheme 
assets. 

Moreover, at each quarterly meeting, the Trustees review and suggest training to address any knowledge gaps 
which they have identified. The Trustees completed a self-assessment questionnaire to identify any gaps in 
knowledge and the results will form the basis of the 2022/23 training plan. 

In addition to ongoing oversight from the Chair, the Trustees periodically undertake an assessment of their 
effectiveness and the next review is scheduled to take place in the 2022/23 Plan year.  In addition to the 
Trustees’ pension training activities, the trustee group benefits from the significant experience and expertise 
developed through their careers in financial services. 

For the period covered by this statement, the TKU requirements were met through a combination of the above 
methods. Taking account of actions taken individually and as a trustee group, and the professional advice 
available to them, the Trustees consider that they are enabled to exercise their functions as Trustees properly 
and effectively.   



 

 

The Chair’s Statement regarding DC governance for the period from 1 April 2021 to 31 March 2022 was approved 
by the Trustees on 7th September 2022 and signed on their behalf by: 

 

 

 

……………………………………………………. Date: …………………………….. 

 

Greg Brisk 
Chair, Mellon Europe Pension (Nominees) Limited, Trustee of The Bank of New York Pension Plan   



 

 

Appendix 1: Trustee attendance at external events 

Date Event Attendee(s) 

22 April 2021 Spring Conference - Pensions Age John Johnston 

27 April 2021 DC and Financial Wellbeing Conference - LCP John Johnston 

11 May 2021 The Pensions Regulator Interview - RSM John Johnston 

25 May 2021 Cyber Security training Mick Murphy 

2 June 2021 Explore Climate Investing - Robeco John Johnston 

8 June 2021 Responsible Investment Conference - BMO John Johnston 

16 June 2021 
Integrating Climate Change Reporting into your Pension 
Scheme - Brighttalk 

John Johnston 

17 June 2021 Rethinking Member Experience - PMI John Johnston 

22 June 2021 Sustainable Investment Festival - Incisive Media John Johnston 

24 June 2021 Client Investment Training Session 2 - Insight John Johnston 

7 July 2021 
Unpicking the Culture, Inclusion and Governance Conundrum - 
The Wisdom Council 

John Johnston 

8 July 2021 
Economic Restart: is now a good time to launch an Irish fund? - 
Irish Funds 

Mick Murphy 

13 July 2021 Sustainable disruption: turning values into value - BlackRock Mick Murphy 

16 July 2021 Multi Asset Investment Update - Baillie Gifford John Johnston 

22 July 2021 
DC Governance Committees: The Best Way to Get the Most 
Out of Your Pensions Spend - Hymans Robertson 

John Johnston 

9 September 2021 Autumn Conference - Schroders John Johnston 

14 September 2021 Professional Pensions Live - Professional Pensions John Johnston 

16 September 2021 Pension Age Seminar John Johnston 

29 September 2021 
Together, Building a Diverse and Inclusive Future - Hymans 
Robertson 

John Johnston 

29 September 2021 Navigating a Path to Net Zero Through Multi-Asset Credit John Johnston 

2 November 2021 
How Can Language and Framing Help People in their Mid-
Working Life Understand What Their Pension Saving Means for 
Their Retirement Income? - Invesco 

John Johnston 

18 November 2021 DC Conference - Professional Pensions John Johnston 
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Statement of Investment Principles 
Introduction 

The law requires the Trustees to produce formal “Statement of Investment Principles” for the Plan’s default 

arrangement and its other investment options. These Statements set out what the Trustees aim to achieve with 

the investment options and their investment policies which guide how members’ money is invested. 

This document is a compendium of the Statements of Investment Principles for The Bank of New York Pension 

Plan (the “Plan”). These Statements must cover a number of technical points to comply with legislation as well 

as meet the expectations of the Pensions Regulator and needs of the Plan’s Auditors which, as far as possible, 

are shown separately in “for the record” boxes.  

The Trustees have given consideration to the principles of investment for Defined Benefit and Defined 

Contribution Plans, as contained in the IGG Principles (formerly the Myners Principles), and are committed to 

adopting them where appropriate. This document also has regard to the Pensions Regulator’s Code of Practice 

13 and the criteria for investment set out in the Occupational Pension Schemes (Investment) Regulations 2005 

(as modified by subsequent Regulations and section 35 of the 1995 Act) and the Occupational Pension 

Schemes (Charges and Governance) Regulations 2015. 

Statements of Investment Principles 

The Trustees’ Statements of Investment Principles contained in this document include the: 

1 Statement of the aims and objectives for the default arrangement within the DC Assets; 

2 Statement of the aims and objectives for investment options outside the default arrangement DC Assets; 

3 Statement of the aims and objectives for the Unallocated Assets within the Plan; 

4 Statement of investment beliefs, risks and policies. 

 

Plan Details  

The Plan operates for the exclusive purpose of providing retirement benefits and death benefits to eligible 

participants and beneficiaries (“members”). The Plan consists mainly of Defined Contribution members who 

have a defined benefit underpin resulting from contracting-out of the State Second Pension under the terms of 

the Pension Schemes Act 1993. The Plan transferred the majority of its Defined Benefit members to the Mellon 

Retirement Benefits Plan, also sponsored by the Company, in December 2015.   

Three Defined Benefit members were retained by the Plan due to their tax protections. As part of this 

transaction, some of the Defined Benefit Assets were retained by the Plan to fund the cost of the underpins and 

the liabilities of the three retained Defined Benefit members. This document sets out the investment strategy for 

these Unallocated Assets, as well as the investment strategy for the Defined Contribution Assets.    

The Plan was contracted-out of the State Second Pension under the Pensions Schemes Act 1993 on the 

Reference Scheme Test basis prior to 6 April 2016. Contracting-out ceased from 6 April 2016, although benefits 

in respect of past contracted-out service remain in the Plan.  

For the record 

The Trustees have taken proper written advice and consulted the Employer in the preparation of these Statements of 

investment Principles. 

These Statements will be reviewed at least every three years or more frequently as required by the Regulations. 
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The Plan is registered with Her Majesty’s Revenue and Customs under Chapter 2 of Part 4 of the Finance Act 

2004.  

The administration of the Plan is managed by the Trustees, but outsourced to Willis Towers Watson. 

Plan Specific Funding  

The Pensions Act 2004 requires that the Trustees will maintain a Statement of Funding Principles, stating the 

methods and assumptions used in calculating the amount required to make provision for the Plan’s liabilities, 

and the manner and period in which any shortfall will be remedied. The Trustees will consult the Plan Actuary 

and the Principal Employer when deciding upon the appropriate response to any shortfall.  

The Trustees consider that the investment policy described in this document is consistent with the funding plan 

and objectives agreed at the last valuation of the Plan.  

The Trustees will review this investment policy in the light of the results of actuarial valuations (and funding 

updates undertaken) and certificates and schedules of contributions produced in order to comply with the 

Pensions Act 2004. 

 

For and on behalf of the Trustees of the Plan 

 

Name Signed Date 
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1 Statement of the aims and objectives for the default 
arrangement DC Assets 

1.1 Reasons for the Default Arrangement 

The Trustees have decided that the Plan should have a default investment arrangement because: 

• The Plan is a qualifying Plan for auto-enrolment purposes in respect of certain active members of the 

Plan and so must have a default arrangement to fulfil the auto-enrolment requirements; and 

• A majority of the Plan’s members are expected to have broadly similar investment needs.   

1.2 Choosing the default arrangement 

The Trustees believe that understanding the Plan membership is essential to designing and maintaining a 

default arrangement which meets the needs of the majority of members. 

In choosing what is felt to be an appropriate default, the Trustees have taken into account a number of factors 

including: members’ projected pot sizes at retirement, the DB underpin, contribution levels, the level of 

replacement income that members are likely to require and the likely return on investment after the deduction of 

charges payable on the funds used by the default option.  

1.3 Aims and Objectives for the default arrangement 

The Trustees’ overall objective is to invest contributions in the best interests of members and their beneficiaries.  

The main objective of Default Option is to provide good member outcomes at retirement while subject to a level 

of investment risk which is appropriate to the majority of members who do not make active investment choices. 

The Trustees believe that the default option ensures that assets are invested in the best interests of the majority 

of members because it: 

• Manages the principal investment risks members’ face during their membership of the Plan;  

• Maximises investment returns relative to inflation while taking an appropriate level of risk during 

membership of the Plan for the majority of members who do not make investment choices; and  

• Reflects members’ likely benefit choices at retirement.  

1.4 The default arrangement 

The default arrangement is therefore a lifestyle strategy which: 

• Gradually moves investments between different funds to manage the levels of investment returns and 

principal investment risks at each stage of membership of the Plan;  

• Targets a balanced allocation at retirement that gives members flexibility as to how they would like to take 

their benefits at retirement; 

• The expected levels of investment returns (after the deduction of charges) and risks for the funds used 

are consistent with the Trustees’ objectives for the default arrangement. The expected investment returns 

and approach to managing investment risks including financially material considerations such as climate 

change are described in Section 4.  

Full details of the current default arrangement are given in Appendix A. 
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2 Statement of the aims and objectives for investment 
options outside the default arrangement DC Assets 

2.1 Reasons for the investment options 

In addition to the default arrangement, the DC Assets of the Plan offer members a choice of investment options 

because: 

• While the default arrangement is intended to meet the needs of a majority of the Plan’s members, it may 

not meet the needs of a wider cross-section of members;  

• Attitudes to investment risks and the need for investment returns will vary from member to member and 

will also vary for each member over time and, in particular, as they approach retirement;  

• Members have differing investment needs and these needs change during their working lives; and 

• Some members will want to be more closely involved in choosing where their contributions are invested.  

2.2 Choosing the investment options 

2.1.1 Membership analysis 

The Trustees believe that understanding the Plan’s membership is important to maintaining an appropriate 

range of investment options and have taken into account a number of aspects including the members’ age and 

salary profile; the likely sizes of members’ pension pots at retirement, members’ retirement dates and likely 

range of benefit choices at retirement, the levels of investment risk and return members may be willing to take 

and the degree to which members are likely to take an interest in where their contributions are invested. 

2.1.2 Costs of investment options 

The investment costs are borne by members and so a balance needs to be struck between choice and costs. 

2.3 Objectives for the investment options 

The Plan offers members a choice of investment options as an alternative to the default arrangement. The 

objectives of the self-select fund range are to: 

• Provide a choice of individual funds for members who want to be more closely involved in choosing where 

their pension pots are invested; 

• Complement the objectives of the Default Arrangement; 

• Provide a broader choice of levels of investment risk and return; 

• Provide a broader choice of investment approaches; 

• Help members more closely tailor how their pension pots are invested to their personal needs and 

attitude to risk; 

• Help members more closely tailor how their pension pots are invested to reflect the benefits they intend to 

take at retirement.  

Nevertheless, the self-select fund range cannot be expected to cover all the investment needs of all members.  

2.1.3 Risk and return 

The expected levels of investment returns (after the deduction of charges) and risks for the funds used are 

consistent with the Trustees’ objectives for these investment options. The expected investment returns and 

approach to managing investment risks including financially material considerations such as climate change are 

described in Section 4. 

Full details of the current investment options are provided in Appendix B. 
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3 Statement of the aims and objectives for the Unallocated 
Assets within the Plan  

3.1 Objectives for the Unallocated Assets 

The objectives of the Trustees in respect of the Unallocated Assets are:  

• The acquisition of suitable assets of appropriate liquidity which will generate income and capital growth 

to meet, together with new contributions from the Principal Employer, the underpin shortfall.  

• To manage the risk of the assets being insufficient to cover the underpin shortfall over the long term, in 

particular in relation to Plan specific funding guidelines, or any subsequent regulatory funding 

requirements.  

• To minimise the long-term costs of the Plan by maximising the return on the assets whilst having 

regard to the objective shown above and to avoid undue volatility in the Company’s annual 

contributions to the Plan. 

3.2 Choosing the investment options 

3.2.1 Policy 

The Trustees' policies when choosing the investment options are as follows: 

 

• Investing in a suitable mixture of real assets (such as equities) and monetary assets (such as bonds 

and cash). They have been advised that the returns on real assets, while expected to be greater over 

the long term than those on monetary assets, are likely to be more volatile.  

• A portfolio which is biased towards real assets should provide the level of returns required by the Plan 

to meet the underpin shortfall at an acceptable level of risk for the Trustees and an acceptable level of 

cost to the Company. 

• The Trustees will reconsider the asset allocation of the Unallocated Assets in the light of every full 

triennial valuation of the Plan, and at other times as deemed necessary 

• The Trustees’ current policy is not to leverage the portfolio. Some short-term borrowing for settlement is 

allowed, but is strictly limited and for the purpose of trade settlement only (which is standard practice in 

investment management). 

• Based on an assessment of the underlying shortfall as at 31 March 2015 and advice from the 

investment consultants, the Trustees have adopted a strategic asset allocation benchmark as set out in 

Appendix C. The 2018 Actuarial Valuation revealed a small surplus and the strategic asset allocation 

benchmark is due to be reviewed in the near future following this. The Trustees have been advised that 

an asset allocation policy for the Unallocated Assets which corresponds to this benchmark will ensure 

that the Unallocated Assets include suitable investments, that those investments are appropriately 

diversified and that there is a reasonable expectation of meeting the objectives in 3.1 

3.2.2 Financial Services and Markets Act 2000 

In accordance with the Financial Services and Markets Act 2000, the Trustees will set general investment 

policy, but will delegate the responsibility for selection of specific investments to an appointed investment 

manager or managers. The investment managers shall provide the skill and expertise necessary to manage the 

investments of the Plan competently. 
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3.2.3 Diversification 

The choice of benchmarks is designed to ensure that the Plan's Unallocated Assets are adequately diversified. 

As the Plan invests via pooled funds, the Trustees are not in a position to ensure the assets are diversified 

within asset classes. However, this issue will feature in the selection criteria for new managers and the 

monitoring process for ongoing managers. 

3.2.4 Suitability  

The Trustees have taken advice from the Plan's investment consultants to ensure that the benchmarks for the 

Unallocated Assets are suitable. 

 

3.2.5 Risk and return 

In setting investment strategy, the Trustees endeavour to identify prospective rates of return on the various 

classes of asset available for investment. In this regard, the Trustees will consider historical data and future 

return expectations as provided by their investment consultants. 
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4 Statement of investment beliefs, risks and policies  

This Statement sets out the investment beliefs and policies which guide the Trustees’ decision making.  

4.1 Investment beliefs 

The Trustees’ investment decisions are made in the context of their investment beliefs that: 

1 Members are best served by the Trustees focusing their time on strategic decision making, including 

ensuring the default arrangement remains appropriate, and utilising simpler investment solutions.  

2 Long-term investors are able to tolerate high levels of investment risk and this should be utilised in pursuit 

of maximising outcomes for members 

3 Diversification of return seeking assets during the growth phase is desirable 

4 The Trustees do not believe active managers can consistently deliver outperformance, net of fees, 

however, it recognises a significant proportion of the membership have a belief in active management 

5 Reviewing strategic asset allocation decisions periodically can add value for members 

6 Responsible investment factors, including effective stewardship, should be considered when selecting an 

investment manager / solution for the default strategy or for inclusion in the self-select options 

7 A single investment strategy will not effectively meet the needs of all members. A simple and focused 

selection of investment options will help members to engage with decision making 

8 Clear choices that allow members to reflect how they will take their benefit at retirement and/or the level 

of investment risk they need to take are likely to be most valuable  

9 While the Company covenant remains strong, a return-seeking strategy is appropriate for the Unallocated 

Assets 

10 It is important for equity managers to exercise voting rights on shares held 

11 Responsible investment should be applied to the selection and design of the default lifestyle strategy 

 

4.2 Risks 

4.2.1 Principal investment risks associated with the Defined Contribution assets and how they 

are addressed  

The Trustees believe that the five principal investment risks most members will face are: 

1) Inflation risk – investment returns over members’ working lives may not keep pace with inflation and, as a 

result, do not produce adequate retirement benefits. 

For the record 

This Statement of investment beliefs, risks and policies should be read in conjunction with the Statements of the aims 

and objectives for both the default arrangement and the investment options outside the default arrangement. 

Collectively, these respectively form the Statements of Investment Principles for the Plan and the default arrangement.  

This Statement of investment beliefs has been prepared in accordance with the Occupational Pension Schemes 

(Investment) Regulations 2005 (as amended).. 
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Further from retirement, this risk should be countered by funds investing in equities and other growth orientated 

assets which are expected to produce returns well in excess of inflation over the longer term. Approaching 

retirement, the impact of this risk needs to be balanced against the other main risks members face.  

2) Benefit conversion risk – investment conditions just prior to retirement may increase the cost of turning 

members’ fund values into retirement benefits. 

For members buying an annuity at retirement, the value of funds investing in longer-dated bonds may be 

expected to broadly follow changes in annuity rates caused by long-term interest rates. For members taking 

cash at retirement, funds investing in cash deposits and other short-term interest-bearing investments provide a 

high degree of (but not complete) capital security. Funds investing in a mix of different assets are expected to 

be broadly suitable for members planning income drawdown during retirement.  

3) Volatility/Market risk – falls in fund values prior to retirement lead to a reduction in retirement benefits. 

Funds investing in bonds or a mix of assets or investment techniques intended to manage short-term risks may 

be expected to be subject to lower levels of short-term fluctuations in values - although there may be occasions 

when this does not hold good.  

4) Capital risk – that the capital value of the member’s fund is not maintained.  This is addressed by funds that 

seek to manage the absolute value of the assets invested. 

5) Shortfall risk – the risk of not meeting members’ expectations concerning retirement income.  This is 

addressed through the Trustees’ policy of providing information to members concerning investment, and in 

particular, mismatch and annuity conversion risks. 

4.2.2 Principle investment risks associated with the Unallocated Assets 

The Trustees believe that the three specific investment risks associated with the Unallocated Assets are: 

1) Sponsor/covenant risk – the level of ability and willingness of the sponsor to support the continuation of the 

Plan and to make good any current or future deficit. 

2) Solvency risk and mismatching risk – the extent to which the progress of the actual growth of the underpin 

shortfall relative to the current and alternative investment policies.  

3) Changing demographics – the risk that longevity improves and other demographic factors change, 

increasing the cost of the Plan benefits. 

4.2.3 Other investment risks to the Plan  

The Trustees believe that other investment risks members may face include: 

Climate risk - the extent to which climate change causes a material deterioration in asset values as a 

consequence of factors including, but not limited to: policy change, physical impacts and the expected transition 

to a low-carbon economy.  

Custodial risk - is addressed through investment in pooled vehicles, with the investment managers responsible 

for selection of suitable custodians.  In addition, restrictions are applied as to who can authorise transfers of 

cash and the accounts to which transfers can be made. 

Currency risk – changes in exchange rates will impact the values of investments outside the UK when they are 

being bought or sold. 
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Counterparty risk – the financial institutions holding a fund’s assets may get into financial difficulties leading to 

a reduction in a fund’s value. 

Environmental, Social and Governance (ESG) risks – the extent to which ESG issues are not reflected in 

asset prices and/or not considered in investment decision making leading to underperformance relative to 

expectations. 

The Trustees’ approach to the consideration of ESG and climate risk is set out in further detail below under 4.6. 

Liquidity risk – funds which invest in assets which cannot be easily bought or sold (such as property) may at 

times not be able to accept new investments or disinvestments of existing holdings.   

Interest rate risk – the value of funds which invest in bonds will be affected by changes in interest rates. 

Manager risk – expected deviation of the prospective return, as set out in the manager’s objectives, relative to 

the investment policy.  

Market risks - shifts in market sentiment (for example, in response to economic news or geopolitical events) or 

momentum in general market trading can lead to widespread changes and/or volatility in asset values over the 

short-term.  

This can include short-term changes in the normally expected correlations of the behaviour of risks and returns 

seen between different asset classes, when standard approaches to mitigating risks such as diversification are 

temporarily ineffective.  

Political risk – an adverse influence on investment values arising from political intervention. 

4.2.4 Managing risks 

The Trustees have developed and maintain a framework for assessing the impact of all investment risks on 

long-term investment returns. The Trustees receive a quarterly report from the investment consultants and also 

receive ad hoc advice as and when required. 

Time horizon 

The Trustees monitor the age profile of the Plan’s membership to arrive at an appropriate investment horizon 

when considering all investment risks: 

• The majority of members in the Plan are between the ages of 30 and 50; 

• As a result, investment risks need to be considered over a multi-decade time horizon.   

Principal investment risks 

The lifestyle option manages the main investment risks as members grow older by automatically switching from 

funds which are expected to give long-term growth relative to inflation into funds whose values should fluctuate 

less in the short-term relative to the benefits members are expected to take at retirement.  

The self-select fund range provides members with a choice of funds with differing risk and return characteristics 

which are expected to meet the investment needs of a majority of members.  

Ability to invest/disinvest promptly 

The Trustees recognise that it is important that members’ contributions can be invested promptly in selected 

investment funds, and that these can be sold promptly for example when members wish to change where they 

are invested, transfer to another arrangement or if they wish to draw on their pension pot. The Trustees manage 

this risk by selecting pooled investment funds which can be dealt on a daily basis. The platform provider is 

responsible for monitoring the ability for members to invest and disinvest promptly and is expected to notify the 
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Trustees if a situation develops whereby there is any restriction on the ability for members to do so. For 

example, this situation could occur in the event of significant economic uncertainty impacting on the ability for 

fund managers to value the underlying assets.  

Other investment risks 

The Trustees manage the other investment risks as part of the process for selecting and ongoing monitoring of 

the funds used by DC Assets of the Plan.  

The funds used give a good spread of investments which will help manage risks associated with market 

conditions, fund manager actions and default.  

The Trustees measure and manage asset risks associated with the Unallocated Assets as follows.   

• They provide a practical constraint on Plan’s investments deviating greatly from the intended approach 

by setting diversification guidelines and by investing in a range of investment mandates each of which 

has a defined objective, performance benchmark and manager process which, taken in aggregate, 

constrain risk within the Trustees’ expected parameters.   

• By investing across a range of assets, including quoted equities and bonds, the Trustees have 

recognised the need for some access to liquidity in the short term.  In appointing several investment 

managers, the Trustees have considered the risk of underperformance by any single investment 

manager. 

4.3 Expected returns on investments 

The Trustees believe that it is important to balance investment risks with the likely long-term returns from 

different types of assets used in funds (taking the funds’ costs and charges into account). 

The expected returns on the principal asset classes and fund types for the DC Assets are: 

Equities – should achieve a strong positive return relative to inflation over the longer-term, but tends to be the 

most volatile asset class over the shorter-term; 

Corporate Bonds – should achieve a positive return relative to inflation over the longer-term which is lower 

than that for equities, but with a lower level of shorter-term volatility than equities; 

Cash – should deliver a positive return which may not always keep pace with inflation, while normally providing 

a minimal level of volatility and high degree of capital security; 

Long-dated Government Bonds (Gilts) – values should move broadly in line with the financial factors 

influencing annuity rates; 

Diversified Growth / multi-asset funds – invest in a varying mix of asset classes with an objective of 

delivering a target level of returns relative to inflation over the longer-term, with a target level of shorter-term 

volatility lower than equities.  

Responsible Investment (i.e. funds selecting assets to mitigate ESG and/or climate change risks) – the 

strategy of these funds is expected to give a better risk adjusted return over the long-term than the broader 

market for the type of assets involved (e.g. equities). 

4.4 AVC arrangements  

The Plan provides a facility for members to pay AVCs to enhance their benefits at retirement. Members are 

offered a range of funds in which to invest their AVC payments. The Trustees' objective is to provide a range of 

funds, which will provide a suitable long-term return for members, consistent with members' reasonable 
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expectations and risk preferences. Currently, the AVC range of funds are the same as the investment fund 

options offered in the Defined Contribution fund range. However, there are also some AVCs inherited through 

legacy policies. The legacy policies AVC range can be found in Appendix B. 

4.5 Types of funds used 

4.5.1 Delegation of investment decisions 

The DC Assets of the Plan uses funds provided through an investment platform. This investment platform in turn 

invest its funds in funds provided by a selection of fund managers where investments are pooled with other 

investors. This enables the Plan to invest in a range of funds giving a good spread of investments in a cost-

effective manner. It does mean that the Trustees have delegated all day to day investment decisions including 

the management of financially material considerations to the fund managers (see section 4.6 below).  

4.5.2 Selection of funds 

The Trustees will invest in funds on the provider’s platform which in turn invest in the investment managers’ 

pooled funds. The details of the agreements for each underlying fund manager are set out in legal agreements 

between the manager and platform provider. The Trustees do not have any direct arrangements with any of the 

underlying managers and therefore, further detail of those arrangements have not been provided within the 

Statement of Investment Principles. However, the Trustees do meet and engage with the asset managers and 

therefore, the Trustees' views on certain matters regarding the arrangements with asset managers have been 

included in the Statement of Investment Principles.  

The objectives of the funds and the policies of the investment managers will be evaluated by the Trustees to 

ensure that they are appropriate for the needs of the Plan and consistent with the Trustees’ policies.   

The Trustees’ choice of funds, and hence choice of approaches to aspects such as responsible investment and 

shareholder engagement, are constrained by the choice of funds available on the provider’s platform. While the 

Trustees will endeavour as far as possible to select a platform provider and funds on that provider’s platform 

which are consistent with the Plan’s investment objectives and the Trustees’ investment beliefs, this needs to be 

balanced against the wider benefits of access to the other funds on the platform and the other services from the 

platform provider as well as taking into consideration the costs of change to the Plan and its members.   

The Trustees will seek to engage with the platform provider to obtain funds which meet the Trustees’ investment 

beliefs, and are expected to improve outcomes for members, but this is subject to being commercially viable for 

the provider and consistent with the charge cap for the default arrangement. The Trustees expect the provider 

to encourage the investment managers to adopt appropriate practices for responsible investment and 

shareholder engagement. 

The Trustees will periodically review the choice of platform provider, at which time the suitability of the provider’s 

fund range and effectiveness of its governance of the investment managers on its platform will be key criteria.  

4.5.3 Manager Incentives  

The basis of remuneration of the investment managers is determined by the platform provider (not the Trustees) 

and may be subject to commercial confidentiality, however, the Trustees will seek transparency of all costs and 

charges borne by members. Nevertheless, the Trustees expect that it will be in the interests of both the platform 

provider and the investment managers on the provider’s platform to produce growth in asset values in line with 

the funds’ investment objectives. For passively managed funds, this should be within an acceptable margin of 

the index that the fund tracks. For actively managed funds, the investment return should be commensurate with 

the level of investment risk implied by the fund’s objectives.   

When selecting funds, the Trustees will ask their investment advisor to consider the investment managers’ 

remuneration strategies and appropriateness of each fund’s investment guidelines to ensure that there is no 
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inducement or scope to take an undue level of risk and that the investment managers will act in line with the 

interests of the Plan’s members. 

In accordance with the 2015 Regulations, the Trustees conduct an annual Value for Members assessment and 

will take action should the provider be found to be giving poor value. In addition, in accordance with guidance 

from the Pensions Regulator, the Trustees will periodically review the Plan’s choice of provider to ensure their 

charges and services remain competitive. The Trustees believe that these steps are the most effective way of 

incentivising the provider to deliver Value for Members, of which investment management charges and 

investment performance are key considerations.   

4.5.4 Portfolio turnover 

The Trustees do not expect investment managers to take excessive short-term risk and are expected to 

consider the medium and long-term outcomes of decisions on the portfolio; the investment managers are 

incentivised as such because the Trustee will monitor the investment manager’s performance against the 

benchmarks and objectives on a short, medium and long terms basis.  

For passively managed funds, the turnover of holdings is driven by changes in the index that a fund seeks to 

track and hence is outside the control of the investment manager. 

When selecting actively managed funds, the Trustees will consider, with the help of their investment advisers, 

the expected level of turnover commensurate with a fund’s investment objectives, the investment manager’s 

investment processes and the nature of the fund’s assets.  

Whilst the Trustees expect performance to be delivered net of costs (including the costs of trading within the 

portfolio), the Trustees will ask the investment platform provider or investment managers on the platform to 

report on at least an annual basis on the underlying assets held within fund with details of any transactions and 

turnover costs incurred over the Plan’s reporting year.  

Where a fund has significantly under or outperformed its benchmark, the Trustees will seek to ascertain where 

necessary whether higher or lower than normal turnover has been a contributory factor. The Trustees will 

challenge the platform provider and/or investment managers if there is a sudden change in portfolio turnover or 

if the level of turnover seems excessive. However, it is noted that various factors have an influence in the level 

of portfolio turnover.       

4.5.5 Portfolio duration 

The Trustees recognise the long-term nature of defined contribution pension investments and chooses funds 

which are expected to deliver sustainable returns over the Plan members’ investment horizon. The Trustees will 

carry out necessary due diligence on the underlying investment decision making process, to ensure the 

manager makes investment decisions over an appropriate time horizon aligned with the objectives for the 

related investment option. 

The Trustees expect that each fund will be used for at least three years, this being the period over which 

performance of the fund can be appropriately evaluated and the costs of change amortised. However, all funds 

are subject to ongoing review against various financial and non-financial metrics, in addition to their continued 

appropriateness within the investment strategy.   

4.5.6 Security of assets 

The funds are provided through a policy of insurance issued to the Trustees by the platform provider. As a 

result, the value of the funds may be affected in the event of the provider getting into financial difficulties. 

The underlying funds used by the provider’s platform are accessed through reassurance agreements/unit 

purchase agreements/segregated investment mandates. In the event of a fund manager getting into financial 
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difficulties, the values in these underlying funds will depend upon the nature of the contract with the platform 

provider and the fund vehicles used by the fund managers’ funds.  

4.5.7 Realisation of investments 

The Trustees expect that the investment platform provider and the fund managers will normally be able to sell 

the funds within a reasonable timescale. There may, however, be occasions where the investment platform or 

fund managers need to impose restrictions on the timing of sales and purchases of funds (most notably for 

funds investing in property) in some market conditions to protect the interests of all investors in that fund.  

Nevertheless, the Trustees recognise that most members’ pots have a long investment timeframe, during which 

assets which are less easily traded (such as property or infrastructure) can be managed to deliver good long-

term returns while avoiding the impact of liquidity issues at retirement. 

4.5.8 Balance of investments 

Overall, the Trustees believe that the Plan’s investment options: 

• Provide a balance of investments; and 

• Are appropriate for managing the risks typically faced by members. 

4.6 Responsible investment policy 

4.6.1 Consideration of financially material factors in investment arrangements 

The Trustees recognise that the consideration of financially material factors, including ESG factors, is relevant 

at different stages of the investment process. The Trustees further recognise that the financial materiality of any 

factor, including ESG factors, is context specific and that whilst some factors may be relevant to certain 

stocks/assets, they may not be relevant to others.  

The Trustees will consider such factors in the development and implementation of their investment 

arrangements, for the purposes of determining the selection, retention and realisation of investments, where 

there is sufficient data or evidence to allow them to systematically do so. Where there is not sufficient data or 

evidence, they will require that their investment managers take such considerations into account within their 

decision making.  

Strategic considerations 

The Plan uses standard pooled funds offered by investment platform providers and fund managers. This gives 

access to a range of funds while keeping down costs to members, but means that the Trustees' ESG approach 

is constrained by the fund options available.  

The Trustees have adopted a default strategy for the DC assets which tilts towards ESG-focused investments 

through selecting a global equity fund which takes ESG factors (including climate change) into consideration 

when investing. The Trustees discuss the potential impact of ESG and climate risks with its adviser and 

managers on a periodic basis and will monitor developments in this area. 

However, for the other funds within the Plan, the Trustees seek to manage financially material considerations to 

protect long-term returns (i.e. in the context of the long-term nature of the Plan's investments) by: 

• Considering the extent to which ESG issues including climate risk, where relevant, are integrated into the 

fund managers’ investment processes and/or benchmark indices as appropriate and are satisfied that the 

fund managers follow an approach which takes account of financially material factors; 

• For actively managed funds (where the fund manager decides where to invest), expect the fund 

managers to take financially material considerations into account when selecting which companies and 

markets to invest in;   
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• For passively managed funds, the Trustees recognise that the funds’ objectives are to deliver returns in 

line with its benchmark (which may or may not take into account ESG factors), which the Trustees believe 

will deliver appropriate risk adjusted returns; 

• For all funds, expect fund managers to engage with companies in which the fund invests to encourage 

business strategies which should improve or protect the value of those investments 

The strategic benchmark for the Unallocated Assets has been determined using appropriate long-term 

economic and financial assumptions from which expected risk/return profiles for different asset classes have 

been derived. These assumptions apply at a broad market level and are considered to implicitly reflect all 

financially material factors.  

The Trustees have not made explicit allowance for the risks of climate change in setting their strategic 

benchmark for the Unallocated Assets, however as the Plan’s assets are managed and advised by third parties, 

the Trustees expect its managers to integrate climate risk and opportunities in their investment strategies, and 

make progress towards understanding and taking action on the climate risks in the Plan’s chosen portfolios and 

provide evidence this through specific examples in manager review meetings and annual reports.  

Structural considerations 

In passive mandates, the Trustees recognise that the choice of benchmark dictates the assets held by the 

investment managers and that the managers have minimal freedom to take account of factors that may be 

deemed to be financially material. The Trustees accept that the role of the passive manager is to deliver returns 

in line with the benchmark and believe this approach is in line with the basis on which their current strategy has 

been set. 

Given the discretion afforded to the active investment managers, the Trustees expect that the investment 

managers will take account of all financially material factors including the potential impact of ESG factors in the 

implementation of their mandate. Within active mandates, the Trustees have delegated responsibility for the 

consideration of stock specific issues to their individual investment managers. The Trustees are satisfied that 

the investment managers are following an approach which takes account of all financially material factors. 

Selecting investment managers 

In selecting new investment managers for the Plan, where relevant to the investment mandate, the Trustees 

explicitly consider potential managers’ approach to responsible investment and the extent to which managers 

integrate ESG issues in the investment process as a factor in their decision making.  

4.6.2 Consideration of non-financially material factors in investment arrangements 

Given the objectives of the Plan, the Trustees have not considered any non-financially material factors in the 

development and implementation of their investment strategy. Therefore, the Trustees have not imposed any 

restrictions or exclusions to the investment arrangements based on non-financially material factors.  

The Trustees recognise that some members will have strong personal views or religious convictions that 

influence where they believe their savings should, or should not, be invested. However, the Trustees note that a 

large majority of members have not made active investment choices and so the Trustees believe that most 

members are unlikely to have strong views on where their savings are invested. The Trustees have therefore 

decided that it would not be worthwhile surveying members’ views on non-financial factors relating to the Plan’s 

investments.  

The Trustees note that non-financial factors can affect various investment risks which are borne by members 

and may under-perform other funds with broader-based investment approaches.  
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4.6.3 Stewardship 

The Trustees recognise that stewardship encompasses the exercise of voting rights, engagement by and with 

investment platform and fund managers and the monitoring of compliance with agreed policies to create 

sustainable value for beneficiaries, the economy and society. Whilst the investment managers own the assets 

and the corresponding voting rights, the Trustees invest in the pooled arrangements. By doing so, the Trustees 

have taken the decision and chosen to delegate these responsibilities to the managers. If the Trustees had 

invested in segregated arrangements, the Trustees could have retained the voting rights. The wording in the 

SIP has been drafted to highlight this point. 

Members’ financial interests 

The Trustees expect that the investment platform provider and fund managers will have the members’ financial 

interests as their first priority when choosing investments. 

Conflicts of interest 

When appointing platform providers and choosing investment managers’ funds on the provider’s platform, the 

Trustees will seek to establish that the platform provider and each investment manager has an appropriate 

conflicts of interest policy in place. The Trustee have no direct contact with debt or equity issuers, as this falls 

within the scope of the investment managers. As such, the Trustee would expect the investment managers 

when monitoring investments to consider the management of any potential or actual conflicts of interest by 

issuers of debt or equity and for this to be considered in their conflicts of interest policy.    

When given notice, the Trustees will consider the impact of any conflicts of interest arising in the management 

of the funds used by the Plan. 

The Trustees will consider any conflicts of interest arising in the management of the funds used by the Plan and 

will ensure that the platform provider and each investment manager has an appropriate conflicts of interest 

policy in place.   

Voting and engagement    

The Trustees believe that engagement with the companies in which the Plan invests, including the proactive use 

of shareholder voting rights, can improve the longer-term returns on the Plan’s investments. 

The Trustees have adopted a policy of delegating voting decisions on stocks to the underlying investment 

managers on the basis that voting power will be exercised by them with the objective of preserving and 

enhancing long term shareholder value. The investment managers are expected to exercise the voting rights 

attached to individual investments in accordance with their own house policy. 

Where relevant, the Trustees have determined that the voting and engagement policies of the investment 

managers as well as the approach to governance of the investment platform provider are reasonable. The 

Trustees are planning to review the voting and engagement policies of the fund managers over the coming year. 

Going forwards, on an annual basis, the Trustees will request that the investment platform provider and fund 

managers provide details of any change in their house policy. 

Where appropriate, the Trustees will engage with and may seek further information from the investment platform 

provider and investment managers on how portfolios may be affected by a particular issue. 

Responsibility for investment decisions has been delegated to the investment managers, which includes 

consideration of the capital structure of investments and the appropriateness of any investment made. Where 

managers are investing in new issuance, the Trustees expect the investment manager to engage with the issuer 

about the terms on which capital is issued and the potential impact on the rights of new and existing investors. 
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The Trustees do not engage directly but believe it is sometimes appropriate for the fund managers to engage 

with key stakeholders which may include corporate management, regulators and governance bodies, relating to 

their investments in order to improve corporate behaviours, improve performance and mitigate financial risks.  

The Trustees aim to review engagement activity undertaken by the fund managers as part of its broader 

monitoring activity. 

The Trustees expects the investment platform provider to adopt similar practices with regards to the inclusion 

and ongoing oversight of fund managers on their platform. The Trustees also expect the platform provider to be 

able to evidence their own governance practices on request. 

Monitoring 

The Trustees expect the platform provider to monitor adherence of their investment managers to stated voting 

and engagement policies, engage with managers where concerns are identified and to report on these issues. 

The Trustees will request reports from the investment platform provider on the fund managers’ voting activity on 

a periodic basis. 

Going forwards, the Trustees plan to review the fund managers’ voting activity on a periodic basis in conjunction 

with their investment adviser and use this information as a basis for discussion with the investment platform 

provider and fund managers. Where the Trustees deem it appropriate, any issues of concern will be raised with 

the manager for further explanation. The Trustees will also periodically review the fund managers voting 

patterns and may also monitor voting on particular companies or issues affecting more than one company. 

The Trustees will continue to meet with all major fund managers over the coming year. The Trustees will provide 

the fund managers with an agenda for discussion, including ESG issues. Managers are challenged both directly 

by the Trustees and by their investment advisers on the impact of any significant issues including, where 

appropriate, ESG issues that may affect the prospects for return from the portfolio. 

The Trustees will periodically review the range of funds offered to Defined Contribution members and the 

investment strategy of any lifecycle arrangements. 

The Trustees will reconsider the asset allocation of the Unallocated Assets in the light of every full triennial 

valuation of the Plan, and at other times as deemed necessary. 
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Appendix A - Investment implementation for the default 
arrangement 

Default arrangement 

The default arrangement is a lifestyle strategy which targets balanced allocation at retirement. 

Members are invested in funds expected to give higher returns relative to inflation up to 20 years before their 

selected retirement date. 

Members are gradually switched into funds which are expected to give good returns relative to inflation while 

consolidating past investment gains between 20 and 10 years before their selected retirement date. 

Finally, members are automatically switched into funds aligned to their expected benefit choices at retirement 

during the last 10 years up to their selected retirement date. 
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Fund allocation 

The allocation to each fund in the default arrangement at yearly intervals up to a member’s selected retirement 

date is: 

Years to 

retirement 

BNYPP Global Multi 

Factor Sustainable 

Equity Fund (%) 

BNYPP Diversified 

Growth Fund (%) 

BNYPP Pre-

Retirement Fund 

(%) 

BNYPP Cash Fund 

(%) 

20 or more 100.0 0.0 0.0 0.0 

19 96.0 4.0 0.0 0.0 

18 92.0 8.0 0.0 0.0 

17 88.0 12.0 0.0 0.0 

16 84.0 16.0 0.0 0.0 

15 80.0 20.0 0.0 0.0 

14 76.0 24.0 0.0 0.0 

13 72.0 28.0 0.0 0.0 

12 68.0 32.0 0.0 0.0 

11 64.0 36.0 0.0 0.0 

10 60.0 40.0 0.0 0.0 

9 54.0 40.0 6.0 0.0 

8 48.0 40.0 12.0 0.0 

7 42.0 40.0 18.0 0.0 

6 36.0 40.0 24.0 0.0 

5 30.0 40.0 30.0 0.0 

4 24.0 40.0 36.0 0.0 

3 18.0 40.0 42.0 0.0 

2 12.0 36.0 42.0 10.0 

1 6.0 32.0 42.0 20.0 

0 0.0 30.0 45.0 25.0 

Rebalancing between these funds takes place on a quarterly basis. “Reverse switching” in the event of marked 

relative movements between funds causing an overshoot of the target asset allocation is undertaken. 
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Funds and charges 

The funds used by the default arrangement, their benchmarks and their Total Expense Ratio (“TER”) as at 31 

March 2020 are: 

Platform Fund Underlying fund Benchmark TER % 

BNYPP Global Multi 

Factor Sustainable Equity 

Fund 

50% BlackRock Multiple 

Factor + ESG Fund  

MSCI World Select Multiple Factor 

ESG Low Carbon Target Index 
0.22% 

50% Schroder Sustainable 

Multi-Factor Equity Fund  

MSCI All Country World Index 

including Emerging Markets 

BNYPP Diversified 

Growth Fund 

50% Baillie Gifford 

Diversified Growth Fund  
Bank of England Base rate +3.5% 

0.62% 
50% Columbia Threadneedle 

Dynamic Real Return Fund 
UK CPI + 4% 

BNYPP Pre-Retirement 

Fund  

LGIM Pre-Retirement 

Inflation Linked Fund 
Bespoke Benchmark 0.14% 

BNYPP Cash Fund  BlackRock Cash Fund 7 Day Sterling LIBID 0.14% 

 

Members in the default option will see TERs range from 0.22% to 0.38%, depending on how far they are from 

retirement. 

Investment costs 

Fund charges 

The investment platform provider’s and fund managers’ charges for the investment options are borne by the 

members. 

The Plan is a “qualifying Plan” for auto-enrolment purposes, which means that the Default Option is subject to 

the charge cap introduced by the government from April 2015. 

Transaction costs 

Transaction costs arise when the fund managers buy and sell the assets held by each fund. Costs may also be 

incurred when units in the funds are bought and sold. These costs are taken into account when calculating the 

funds’ unit prices and members’ fund values. 

Review 

The present default arrangement was reviewed in January 2019 and following the review, the arrangement was 

updated in July 2019.  

 

 

 

 

 

 



 

 The Bank of New York Pension Plan 

August 2020  20 

Appendix B -Investment implementation for investment 
options outside the default arrangement 
 

Lifestyle options 

The Plan offers members a choice of alternative lifestyle option as an alternative to the default arrangement. 

Objective 

While the default arrangement’s lifestyle strategy targets balanced allocation at retirement with an intermediate 

overall level of expected investment risk, the alternative lifestyle options target flexible drawdown at retirement 

with a higher overall level of expected investment risk. 

Approach 

Members are invested in funds expected to give higher returns relative to inflation up to 20 years before their 

selected retirement date.  

Members are gradually switched into funds which are expected to give good returns relative to inflation while 

consolidating past investment gains between 20 and 3 years before their selected retirement date. 

Finally, members are automatically switched into funds that align to their expected retirement choices during the 

last 3 years up to their selected retirement date. 
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Fund allocation 

The allocation to each fund in the alternative lifestyle options at yearly intervals up to a member’s selected 

retirement date are: 

Alternative lifestyle option  

Years to 

retirement 

BNYPP Global Multi Factor 

Sustainable Equity Fund 

(%) 

BNYPP Diversified Growth 

Fund (%) 
BNYPP Cash Fund (%) 

20+  100.0  0.0 0.0 

19  96.0   4.0  0.0 

18  92.0   8.0  0.0 

17  88.0   12.0  0.0 

16  84.0   16.0  0.0 

15  80.0   20.0  0.0 

14  76.0   24.0  0.0 

13  72.0   28.0  0.0 

12  68.0   32.0  0.0 

11  64.0   36.0  0.0 

10  60.0   40.0  0.0 

9  55.5   44.5  0.0 

8  51.0   49.0  0.0 

7  46.5   53.5  0.0 

6  42.0   58.0  0.0 

5  37.5   62.5  0.0 

4  33.0   67.0  0.0 

3  28.5   70.0  1.5  

2  24.0   70.0  6.0  

1  19.5   70.0  10.5  

0  15.0   70.0  15.0  

  

Rebalancing between these funds takes place on a quarterly basis. “Reverse switching” in the event of marked 

relative movements between funds causing an overshoot of the target asset allocation is undertaken. 

Self-select fund range 

The Plan offers members a choice of self-select funds options as an alternative to the default option and 

alternative lifestyle option.  
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Fund range 

Members are able to invest in all of the funds as part of the default arrangements (4 funds shown in Appendix A) 

in addition to the funds in the table below. Total Expense Ratio (“TER”) as at 31 March 2020 are: 

Platform Fund Underlying fund Benchmark TER % 

BNYPP BlackRock Global Equity (30:70) 

Index (unhedged) Fund  

BlackRock Global Equity 

(30:70) Index (unhedged) 

Composite Benchmark: 

30% FTSE All Share, 60% 

FTSE All World Developed 

ex UK, 10% BlackRock 

Emerging Markets 

0.12% 

BNYPP Global Multi Factor Sustainable 

Equity Fund 

50% BlackRock Multiple 

Factor + ESG Fund  

MSCI World Select 

Multiple Factor ESG Low 

Carbon Target Index 
0.22% 

50% Schroder 

Sustainable Multi-Factor 

Equity Fund  

MSCI All Country World 

Index including Emerging 

Markets 

BNYPP Diversified Growth Fund 

50% Baillie Gifford 

Diversified Growth Fund  

Bank of England Base 

rate +3.5% 

0.62% 50% Columbia 

Threadneedle Dynamic 

Real Return Fund 

UK CPI + 4% 

BNYPP Pre-Retirement Fund  
LGIM Pre-Retirement 

Inflation Linked Fund 
Bespoke Benchmark 0.14% 

BNYPP M&G Total Return Credit Fund M&G Total Return Credit  1 Month LIBOR 0.50% 

BNYPP UK Equity Index Fund BlackRock UK Equity Index FTSE All-Share Index 0.11% 

BNYPP Over 5 Year Index Linked Gilt Fund 
BlackRock Over 5 Year 

Index-Linked Index 

FTSE UK Gilts Index-Linked 

Over 5 Years Index 
0.11% 

BNYPP UK Equity High Alpha Fund 
River and Mercantile UK 

High Alpha  
FTSE All-Share Index 0.80% 

BNYPP UK Equity Fund 100% Majedie UK Equity  FTSE All-Share Index 0.70% 

BNYPP MFS Global Equity Fund MFS Global Equity MSCI World Index 0.71% 

BNYPP Corporate Bond Index Over 15 

Years Fund 

BlackRock Corporate Bond 

Index Over 15 Years  

iBoxx Over 15 Years 

Sterling Non-Gilts Index 
0.11% 

BNYPP Over 15 Years UK Gilt Index Fund 
BlackRock Over 15 Years 

UK Gilt Index 

FTSE UK Gilts Over 15 

Years Index 
0.11% 

 

Use of options 

It is possible for members to contribute to the alternative lifestyle option and self-select funds at the same time. 
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Members can have investments from previous contributions in the alternative lifestyle option and self-select 

funds at the same time. 

Investment costs 

The investment platform provider’s and fund managers’ charges for the investment options are borne by the 

members. 

Transaction costs arise when the fund managers buy and sell the assets held by each fund. Costs may also be 

incurred when units in the funds are bought and sold. These costs are taken into account when calculating the 

funds’ unit prices and members’ fund values and are borne by members. 

Review 

The current alternative lifestyle option and self-select fund range were reviewed in January 2019 and 

implemented in July 2019.  

Additional Voluntary Contributions  

Legacy investment options 

The AVCs inherited through legacy policies and their charges (expressed as a percentage Total Expense Ratio 

(“TER”) as at 31 March 2020 are: 

Fund TER (%) 

Equitable with Profits Fund  1.00 

Equitable Unit-Linked Pension – Money Fund (Money Market Fund)  0.50 

Utmost Secure Cash 0.50 
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Appendix C - Investment implementation for the Unallocated 
Assets 
 

Unallocated assets 

A single investment manager is employed to manage a multi-asset portfolio. The Plan currently invests via a 

range of pooled funds managed by Legal & General Investment Management (“Legal & General”). 

The following table sets out the current strategic asset allocation benchmark for the Plan’s Unallocated Assets 

and their charges (expressed as a percentage Total Expense Ratio (“TER”) as at 31 March 2020 are: 

LGIM – Passive multi-asset 

portfolio  

Benchmark Strategic 

allocation (%) 

TER (%) 

UK Equities FTSE All-Share Index 5.0 0.070 

North American Equities FTSE AW – Dev’d North America Index 10.5 0.125 

North American Equities  

(GBP Hedged) 

FTSE AW – Dev’d North America Index 

(Sterling hedged) 
24.5 0.150 

Europe (ex UK) Equities FTSE AW – Dev’d Europe ex (UK) Index 3.0 0.175 

Europe (ex UK) Equities  

(GBP Hedged) 

FTSE AW – Dev’d Europe ex (UK) Index 

(Sterling hedged) 
7.0 0.200 

Japan Equities FTSE AW - Japan Index 1.5 0.150 

Japan Equities  

(GBP Hedged) 

FTSE AW - Japan Index  

(Sterling hedged) 
3.5 0.175 

Asia Pacific Equities FTSE AW – Dev’d Asia Pacific ex Japan Index 1.2 0.200 

Asia Pacific Equities  

(GBP Hedged) 

FTSE AW – Dev’d Asia Pacific ex Japan Index 

(Sterling hedged) 
2.8 0.225 

Emerging Market Equities S&P IFC Investable Composite Index 6.0 0.400 

AAA-AA-A Corporate Bond All Stocks iBoxx £ Non-Gilt (ex-BBB) All Stocks Index 15.0 0.095 

Over 15 Year Gilts FTSE-A UK Gilts (Over 15 Years) Index 5.0 0.055 

Over 15 Year Index Linked Gilts FTSE-A UK IL Gilts (Over 15 Years) Index 15.0 0.055 

 

Objective 

The performance objective of the unallocated asset portfolio is to track the return of the market index for each of 

the underlying asset classes approach. 
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Appendix D - Summary of the approach to investment 
governance  

Exercising the Trustees’ Investment Powers 

The Trustees will always act in the best interests of the members. The Trustees and the investment managers 

(to the extent powers are delegated to them) are required to have regard to the principles set out in this SIP and 

Regulation 4 of the Occupational Pension Schemes (Investment) Regulations 2005 when choosing investments, 

Before making any decision to acquire, retain or realise any particular investments the Trustees take 

appropriate professional independent investment advice, under section 36 of the Pensions Act 1995,  

The Trustees have delegated day-to-day work on the Plan’s administration and investments. The current 

service providers to the Plan together with how they are paid is set out in Appendix E. 

The administration of the Plan is managed by the Trustees, but outsourced to Willis Towers Watson. 

The Trustees’ advisers are paid fees calculated by reference to the time spent on a particular assignment 

multiplied by the relevant charge out rates applying to the associates who provided the service in question. For 

certain pieces of work, project-based fees might apply which reflect the value of the work undertaken. 

Conflicts of interest 

In the event of a conflict of interests, the Trustees will ensure that contributions are invested in the sole interests 

of members and beneficiaries. 

Monitoring 

The Trustees regularly monitor and review: 

Investment Performance - The performance of the funds in which the Plan invests against both the funds’ 

stated performance objectives and the investment objectives of the Plan. This will also include monitoring the 

levels of portfolio turnover in the event of significant under/out-performance. 

Value for members - The member borne charges for the default option against the charge cap for auto-

enrolment purposes and the funds’ charges and transaction costs to ensure that they represent value for 

members. 

Suitability - The suitability of the default option and investment options outside the default arrangement at least 

every three years and without delay after any significant change in investment policy or the demographic profile 

of the Plan’s membership. 

The Statements of Investment Principles - at least every three years and without delay after any significant 

change in investment policy or the demographic profile of the Plan’s membership. The Trustees will consult the 

Employer on any changes. 

Investment process - The processes for investing contributions and taking money from the investment options 

to pay benefits to ensure that they are carried out promptly and accurately. 

For the record 

The Trustees’ approach to investment governance complies with the provisions of the Plan’s Trust Deed 

and Rules as well as legislative requirements. 

The Plan’s investment governance is also intended to meet the expectations set out in the Pensions 

Regulator’s 2016 Code of Practice 13. 
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Security of assets - The security of funds’ assets when choosing a fund provider/manager and thereafter. 

Voting – The fund managers’ records of exercising shareholder voting rights and engaging with equity and 

bond issuers on matters which may materially affect the value of investments. 

Conflicts of Interest – Instances where the actions of the platform provider or fund managers may conflict with 

the best interests of the Plan’s members. 

Reporting 

The Trustees arrange for the preparation of: 

• The Plan’s audited Annual Report and Accounts (which includes the Annual Governance Statement and 

Implementation Statement);  

• The Annual Governance Statement by the Chair of Trustees describing the Plan’s investment costs, 

value for members and governance during the previous year;  

• Publication of an extract from the Annual Governance Statement by the Chair of Trustees in a publicly 

searchable location on-line.  

• An annual return to the Pensions Regulator. 
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Appendix E - Summary of the Plan’s service providers. 

The Plan’s current service providers are as follows: 

Service Provider 

Investment platform provider Fidelity  

Fund managers As shown in Appendices A, B and C 

Custodians Selected by the fund managers 

Pension administrator Willis Towers Watson 

Scheme Actuary Willis Towers Watson 

Auditor Ernst & Young LLP 

Investment Consultant Hymans Robertson LLP 

Legal advisers Travers Smith LLP 

 

 

 



 

 

Appendix 3: Investment performance 

This appendix shows the annual return, after the deduction of member borne charges and transaction 
costs, for all investment options that members are able, or were previously able, to select and in which 
members were invested during the scheme year. 

The presentation of the investment performance takes into account the statutory guidance issued by the 
Department for Work and Pensions. The Trustees have followed the statutory guidance in all areas. 

For the arrangements where returns vary with age, such as for the default strategy, returns are shown 
over various periods for a member aged 25, 45 and 55 at the start of the period the returns are shown 
below. 

These net returns make an approximate allowance for the basis on which Fidelity collects its charges 
specific to our Plan. 

Default arrangement 

As the default arrangement uses a lifestyle strategy, the investment return varies depending on your age 
and how far you are from your selected retirement age. 

The below table shows the approximate returns experienced in the default strategy over a 1 year and a 2-
year period at various ages. The default strategy changed in July 2019, so longer periods of returns are not 
able to be illustrated for the current default strategy. The investment performance of the funds used in the 
default arrangement during periods up to 31 March 2022 net of all costs and charges expressed as an 
annual geometric compound percentage were: 

Age of member in 2022 (years) 1 year (% p.a.) 2 year (% p.a.) 

25 16.2% 27.4% 

45 16.2% 27.4% 

55 11.0% 21.2% 

Source: Fidelity 

Alternative higher risk lifestyle arrangement (self-select) 

As the alternative higher risk lifestyle arrangement uses a lifestyle strategy, the investment return varies 
depending on your age and how far you are from your selected retirement age. 

The table below shows the approximate returns experienced in the default strategy over a 1 year and a 2-
year period at various ages. The lifestyle strategy changed in July 2019, so longer periods of returns are 
not available. The investment performance of the funds used in the default arrangement during periods up 
to 31 March 2022 net of all costs and charges expressed as an annual geometric compound percentage 
were: 

Age of member in 2022 (years) 1 year (% p.a.) 2 year (% p.a.) 

25 16.2% 27.4% 

45 16.2% 27.4% 

55 11.0% 21.2% 



 

 

Source: Fidelity 

The Legacy default arrangement 

As the legacy default arrangement uses a lifestyle strategy, the investment return varies depending on your 
age and how far you are from your selected retirement age.  

The table below shows the approximate returns experienced in the legacy default strategy over a 1- year, 
3- year and 5-year period at various ages. The investment performance of the funds used in the default 
arrangement during periods up to 31 March 2022 net of all costs and charges expressed as an annual 
geometric compound percentage were: 

Age of member in 
2022 (years) 

1 year (% p.a.) 3 year (% p.a.) 5 year (% p.a.) 

25 -10.2% 0.9% 1.9% 

45 -10.2% 0.9% 1.9% 

55 -10.2% 0.9% 1.9% 

Source: Fidelity 

The table below sets out the returns from the funds in the Plan (for certain time periods prior to 31 March 
2022) 

Fund Last 12 Months (%) Last 3 Years (% p.a.) Last 5 Years (% p.a.) 

Lifestyle funds 

BNYPP Global Multi-Factor 
Sustainable Equity Fund 

16.2 - - 

BNYPP Diversified Growth 
Fund 

3.3 4.6 3.4 

BNYPP Pre-Retirement Bond 
Fund 

-6.8 - - 

BNYPP BR Cash Fund 0.0 0.2 0.3 

Self-select funds 

BNYPP BR Global Equity 
(30:70) Index Fund 
(unhedged) 

12.5 11.7 9.0 

BNYPP UK Equity Fund 5.6 3.4 1.9 

BNYPP UK Equity Index Fund 12.7 5.2 4.3 

BNYPP UK Equity High Alpha 
Fund 

5.5 7.0 5.6 

BNYPP MFS Global Equity 
Fund 

11.0 12.6 10.1 

BNYPP M&G Total Return 
Credit Fund 

0.6 - - 

BNYPP Corporate Bond 
Index Over 15 Years Fund -10.2 0.6 2.0 

BNYPP Over 15 Years UK 
Gilt Index Fund 

-7.9 -0.8 1.8 



 

 

BNYPP Over 5 Years Index 
Lkd Gilt Fund 

3.8 2.8 3.3 

Scottish Widows With-Profits 
Fund* 

See ‘Additional Voluntary Contributions’ under Section 3 

Source: Fidelity, 31 March 2022. Performance is shown net of fees. Where performance is not shown, data is not 
available. 

* This is a legacy fund and members cannot pay contributions into it. 


