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Section 1 - Trustees and their Advisers 

Trustees 

During the year the Trustees of the Scheme were: 

Capital Cranfield Pension Trustees Limited (represented by Alison Creasy), Employer appointed Trustee, Chair 

and Professional Trustee 

Amanda Perrin, Member-Nominated Trustee  

Michael Edwards, Employer appointed Trustee  

Secretary to the Trustees 

Paragon Pension Services (represented by Owen Moody) 

100 Reading Road 

Finchampstead 

Wokingham RG40 4RA 

Principal Employer 

Sun Life Assurance Company of Canada (U.K.) Limited 

Matrix House 

Basing View 

Basingstoke RG21 4DZ 

Advisers 

The advisers to the Trustees are set out below: 

Scheme Administrator 

Hymans Robertson LLP 

45 Church Street 

Birmingham B3 2RT 

 

Scheme Actuary 

Brian Nimmo, FIA (to July 2022) 

Susan McIlvogue, FIA (from July 2022) 

Hymans Robertson LLP 

One London Wall 

London EC2Y 5EA 

 

Independent Auditor 

Crowe U.K. LLP  

Aquis House 

49-51 Blagrave Street 

Reading RG1 1PL 

 

Banker 

Bank of Scotland PLC 

PO Box 17235 

Edinburgh EH11 1YH 
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Trustees and their Advisers (continued) 

Advisers (continued) 

Investment Consultant 

Hymans Robertson LLP 

20 Waterloo Street 

Glasgow G2 6DB  

 
Legal Adviser 

Sacker & Partners LLP 

20 Gresham Street 

London EC2V 7JE 
 
Pension Management Support   

Paragon Pension Services Limited  

100 Reading Road  

Finchampstead  

Wokingham RG40 4RA  

 
Investment Manager 

Insight Investment Management (Global) Limited 

160 Queen Victoria Street 

London EC4V 4LA 

 

State Street Custodial Services (Ireland) Limited  

78 Sir John Rogerson's Quay 

Dublin 2, Dublin 

 
Insurance Policy Providers 

Pensions Insurance Corporation PLC (‘PIC’) 

14 Cornhill 

London EC3V 3ND 
 

Rothesay Life PLC 

The Post Building 

100 Museum Street 

London WC1A 1PB 

 

Sun Life Assurance Company of Canada (U.K.) Limited 

Matrix House 

Basing View 

Basingstoke RG21 4DZ 

 
Contact Address 

Hymans Robertson LLP 

45 Church Street 

Birmingham B3 2RT  
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Section 2 - Trustees’ Report 

The Trustees of The Sun Life Assurance Company of Canada 1988 UK & Irish Employee Benefits Scheme (the 

“Scheme”) are pleased to present the annual report together with the audited financial statements for the year 

ended 31 December 2022. 

The Scheme was established on 14 July 1988 and is governed by the Trust Deed and Rules and subsequent 

amendments.  

The Scheme currently comprises of benefits which are defined benefit in nature. There are no money purchase 

benefits. 

Scheme Management 

The Trustees are responsible for ensuring the Scheme is run in accordance with the Trust Deed and Rules and 

for ensuring compliance with legislation although certain tasks are delegated to third parties.  The day-to-day 

administration of the Scheme is carried out by a specialist third party administrator, Hymans Robertson LLP. 

Trustee Board Structure 

The Trustee Board is made up of three Trustees; an Independent Trustee who is also the Chair, a Principal 

Employer appointed Trustee and a Member-Nominated Trustee.  The Trustee Board meets at least four times a 

year. During 2022, the Trustee Board met nine times (2021: eight times).  

In addition, there are two sub-committees, namely the Investment Sub-Committee (“ISC”) and the 

Administration Sub-Committee (“ASC”), each chaired by a Trustee and set up to ensure sufficient focus is given 

to those two key functions.  Members of the sub-committees are chosen for their skills.  The sub-committees are 

governed by formal Terms of Reference and normally meet quarterly, reporting at each Trustee Board meeting.  

During 2022, the ISC met four times (2021: three times) and the ASC met four times (2021: four times). 

Decision Process 

Trustee decisions are made by majority vote and recorded in minutes of meetings.  The Trustees have 

delegated certain decision making powers to the sub-committees, whilst retaining collective responsibility for all 

decisions made. 

Financial Development of the Scheme 

The financial statements on pages 23 and 24 show that the value of the Scheme’s assets decreased by 

£206,692,000 (2021: decreased by £18,267,000) to £373,209,000 as at 31 December 2022.  The net loss on 

investments was £189,568,000 (2021: £687,000 return).  Global markets experienced significant increases in 

interest rate expectations over the year which resulted in a material reduction in the Scheme’s assets.  

However, this also resulted in a material reduction in the value placed on the Scheme’s liabilities.  There has 

therefore been very limited impact from changes in market conditions over the year on the Scheme as a whole. 

The financial statements have been prepared and audited in accordance with the regulations made under 

Sections 41 (1) and (6) of the Pensions Act 1995. 

Further details of the financial developments of the Scheme may be found in the audited financial statements on 

pages 23 to 39. 
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Trustees’ Report (continued) 

Internal Dispute Resolution Procedures 

The Trustees have an Internal Dispute Resolution Procedure (“IDRP”) in accordance with the requirements of 

the Pensions Act 1995. The IDRP can be obtained from the Secretary to the Trustees. 

Trustee Board Effectiveness 

The Trustees prepare an annual work plan for business during the coming year and monitor activities against 

this plan. This ensures appropriate scheduling, as well as effective allocation of resources and budgeting. 

The Trustees undergo formal and informal training during the year.  All new Trustees are required to complete 

the Pensions Regulator’s Trustee Toolkit to ensure they have sufficient knowledge and understanding to carry 

out their responsibilities effectively.  In addition to this formal training, all Trustees take part in Scheme specific 

training provided by advisers to the Scheme as required. 

Relationship with Principal Employer 

As part of the overall Scheme governance requirements, the Trustees regularly monitor and review the 

Employer Covenant. Note that the Scheme’s obligations are now substantially insured such that Employer 

covenant is a less material consideration than was the case a number of years’ previously.   

In August 2022, Sun Life Assurance Company of Canada (U.K.) Limited was purchased by the Phoenix Group. 

This transaction concluded on 3 April 2023. There has been no change to the Scheme’s Principal Employer. 

Risk Management and Internal Controls 

The Trustees maintain an up to date register of risks, which is regularly reviewed.  The Trustees also have a 

written conflicts of interest policy.   

The Trustees commission various checks to minimise the risk of fraud from any source for example, including 

mortality screening, address tracing and a member verification process to ensure benefits are paid to the right 

person. 

Transfer values are calculated and verified as required under the provisions of section 97 of the Pension 

Schemes Act 1993. With effect from 30 November 2021, the Pensions Regulator released guidance in respect 

of members transfer requests which requires the Trustees to ensure specific checks are made before complying 

with a member’s request to transfer their pension and this forms part of the due diligence process for transfer 

requests. The Trustees work with the Scheme Administrator to ensure the Scheme is compliant with the 

updated guidance.  

Appointment and Assessment of Advisers 

Advisers and service providers are selected through a structured process that may include specifying 

requirements, inviting providers to tender, analysing tenders, due diligence and reference checking. 

There are contracts in place for all advisers. Advisers are reviewed regularly, usually every few years. For the 

administration services a service level agreement is in place, which is reviewed by the Trustees each 

quarter.  All provider services are subject to review and monitoring by the Trustees and the two sub-committees. 

Advisers are required to have suitable conflict of interest policies and professional indemnity insurance. 

During the year B Nimmo, FIA resigned as Scheme Actuary on 20 July 2022 and S McIlvogue, FIA was formally 

appointed by the Trustees as his replacement on 20 July 2022. During his resignation, B Nimmo, FIA confirmed 

that they were not aware of any circumstances connected with his resignation which, in his opinion, affected the 

interest of members, prospective members or beneficiaries. 
  

DocuSign Envelope ID: 4E52BA0E-7D0E-48DC-B331-B5045E0CD6F9



 

 The Sun Life Assurance Company of Canada 1988 UK & Irish Employee Benefits Scheme  

 5 

Trustees’ Report (continued) 

Transfer Values 

All transfer values paid were calculated in accordance with the methods and assumptions approved by the 

Scheme Actuary and represented a full cash equivalent of the early leavers’ benefits. 

On the advice of the Scheme Actuary, the calculation of transfer values makes no allowance for any 

discretionary benefits that may be awarded, but does make full allowance for the preferential early retirement 

provisions of the Scheme. 

Pension Increases 

Pensions in payment were increased in line with the Scheme Rules.  The increases awarded on 1 January 2022 

were 5.0% for eligible pre-2006 pensions and 2.5% for eligible post-2006 pensions.     

Pensioners who, at retirement, purchased an annuity with a guaranteed increase have received appropriate 

increases to these pensions.   

No discretionary increases were awarded during the year to 31 December 2022. 

Preserved pensions were increased in accordance with the Scheme rules and statutory requirements. 
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Trustees’ Report (continued) 

Scheme Membership 

Membership 

The reconciliation of the Scheme membership during the year ended 31 December 2022 is shown below: 

 2022 

Deferred members  

Members at the start of the year 1,336 

Adjustment for late recording of changes (2) 

Retirements (57) 

Commutations (2) 

Transfers out (8) 

Death (1) 

Deferred members at the end of the year 1,266 

  

Pensioner members  

Pensioners at the start of the year 1,450 

New pensioners (including spouses) 70 

Deaths and cessations (39) 

Commutation (1) 

Pensioner members at the end of the year 1,480 

 

Total membership at end of the year 2,746 

 

These membership figures do not include changes notified to the Administrator after the Scheme year end.   

There are 2,223 pensioner members (2021: 2,256) covered by the insurance policies set out in Note 15 to the 

financial statements. 
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Trustees’ Report (continued) 

Investment Matters 

Overview 

The Trustees, with the assistance of its appointed Investment Consultant, determine the overall investment 

strategy for the Scheme which sets out the broad policy to be adopted. 

Investment Principles 

In accordance with Section 35 of the Pensions Act 1995, the Trustees have prepared a Statement of Investment 

Principles (“SoIP”) which includes the Trustees’ policy relating to financially material factors including ESG risks 

and the exercise of the rights attaching to investments.  Any member may request a copy, using the address for 

the Scheme Administrator on page 1.  It can also be accessed at the following web address: 

https://1988onlinebenefits.co.uk/media/3547/sloc-statement-of-investment-principles.pdf. This Statement may 

change from time to time according to advice received from the investment manager or consultants. 

To the best of their knowledge, the Trustees can report that there was not any departure from the SoIP in place 

at the time, by the Scheme’s investment manager during the year ended 31 December 2022. 

The Scheme’s investment strategy is regularly reviewed in consultation with the Principal Employer. 

Kinds of Investment to be held 

The Scheme has entered in to several types of investment detailed below: 

 Insurance Policies 

The Scheme holds bulk and individual insurance policies. Such policies allow the Scheme to reduce the 

overall investment risk taken whilst safeguarding a proportion of liabilities. 

 Asset held with Insight 

The Scheme may invest in quoted and unquoted securities of UK and overseas markets including UK 

fixed interest gilts, UK index linked gilts, corporate bonds, overseas bonds, commercial real estate debt, 

leveraged loans, asset backed securities (“ABS”), cash and pooled funds which themselves invest in 

these underlying asset classes. The Scheme may also make use of derivatives and contracts for 

difference for the purpose of efficient portfolio management or reduction in risk. The Trustees consider 

all of these classes of investment to be suitable to the circumstances of the performance objectives. 

Balance Between Different Kinds of Investments 

The investment manager for the assets of the Scheme will hold a mix of investments which appropriately 

reflects its views relative to the benchmark. Within each major market the investment manager will maintain a 

diversified portfolio of securities. 

Investment Manager 

The Trustees have delegated the day-to-day management of investment to its appointed fund manager (see 

page 2). A written agreement between the Trustees and the manager sets out the terms on which the manager 

will act. 

The manager will hold a mix of investments which appropriately reflects its views relative to the benchmark.  

Within each major market the investment manager will maintain a diversified portfolio of securities. 
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Trustees’ Report (continued) 

Assets Invested with Insight 

The Asset Allocation Benchmark   

Following appropriate investment advice, the Trustees and the ISC give the manager specific instruction on the 

type of assets in which to invest.  Subject to these guidelines and certain other restrictions, the choice of 

investment decision is delegated to the fund manager. 

The initial allocation and actual allocation at the year end was as follows:  

Asset Class Manager Initial Allocation * Actual Allocation 

Hedging portfolio Insight 36% 40% 

Return seeking portfolio Insight 64% 60% 

Total  100% 100% 

* This was an initial allocation only; there is no benchmark allocation and it was expected that the two sub-

portfolios would drift over time as described in the Scheme’s SoIP. 

Navigating Market Volatility  

The first half of the year was challenging for investment markets, with economic momentum slowing and 

geopolitical events and inflation concerns dominating the headlines. A robust start to the third quarter was 

reversed as the Russia-Ukraine war dragged on and inflation continued to soar, prompting a succession of 

interest rate increases. The fourth quarter of the year was also dramatic from a political standpoint with the 

fallout from the UK's mini budget driving sterling weakness and rapid drastic rises in interest rates, leading to a 

significant decline in UK government bond markets, which in turn had a ripple effect on other asset classes and 

overall investment performance. 

In a period of heightened market volatility and increasing interest rate expectations, the Scheme navigated the 

market turmoil successfully and maintained the existing hedging positions. Correspondingly, the funding level on 

a Technical Provisions basis remained above 100% at year-end as the market stabilised. During September 

2022 and October 2022, the LDI portfolio was challenged due to the impact of rising gilt yields following the 

mini-budget announcement. Despite proving to be a significantly challenging period for many UK pension 

schemes, the hedging programme remained intact and performed as intended without hindrance. 

Performance Objectives  

The Scheme’s assets are managed by Insight. These are split into two sub-portfolios – a hedging portfolio often 

referred to as a liability driven investment (“LDI”) portfolio and a ‘return seeking’ portfolio 

Liability Driven Investment Sub-Portfolio 

The long-term liability hedge sub-portfolio primarily consists of the liability matching fixed income assets. The 

benchmark for the hedging portfolio is a proportion of the Scheme’s fixed cash flow payments and a proportion 

of the Scheme’s RPI linked cash flow payments.  The manager’s performance objective for the sub-portfolio is 

to produce a return which matches the liability benchmark return. 
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Trustees’ Report (continued) 

Return Seeking Sub-Portfolio 

At the start of the year, the return seeking sub-portfolio consisted of debt strategy assets, including the 

remaining commercial real estate debt and leveraged loans within the Compartment and asset backed 

securities. During the year, the Scheme completed the liquidation of the Compartment to target a full liquid 

portfolio of LDI and asset backed securities.   

During the period of gilt yield volatility of September and October, the Scheme remained resilient to rising gilt 

yields by transferring a portion of its asset backed securities to top up the LDI portfolio.  At the Q4 2022 ISC it 

was agreed to begin transitioning the LDI portfolio to a ‘fully funded’ LDI portfolio without gilt repurchasing 

agreements.  

Further Changes to the Investment Portfolio Post Year-End 

The Scheme completed the transition to a fully funded LDI portfolio during 2023 with Scheme assets consisting 

of gilts (Index-linked and conventional) and asset backed securities. 

Performance 

Return seeking portfolio 

 Asset Performance 

(% p.a.) 

Comparator Benchmark 

(% p.a.) 

Relative Return 

(% p.a.) 

1 Year (3.2) 1.4 (4.6) 

3 Years (0.2) 0.6 (0.8) 

5 Years 0.8 0.7 0.2 

Hedging portfolio 

 Asset Performance  

(% p.a.) 

 Liability Benchmark 

 (% p.a.) 

Relative Return 

(% p.a.) 

1 Year (30.9) (31.2) 0.3 

3 Years (8.3) (8.4) 0.1 

5 Years (3.0) (3.4) 0.3 

 

During 2022, the Scheme’s Return Seeking assets performed negatively. Significant concerns over the slow 

down in global growth coupled with Russia’s invasion of Ukraine alongside soaring inflation all contributed 

negatively. Despite this, the ABS funds invested in remained resilient, retaining assets with credit worthiness of 

AAA and AA.  

Within the hedging portfolio, the significant rise in gilt yields experienced contributed negatively to performance. 
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Trustees’ Report (continued) 

Portfolio Turnover 

The Trustees have expectations of the level of turnover within each mandate which is determined at the 

inception of the mandate, based on the Trustees’ knowledge of the investment manager, investment process 

and the nature of the portfolio.  Whilst the Trustees expect performance to be delivered net of costs, including 

the costs of trading within the portfolio, the Trustees expect investment managers to report on at least an annual 

basis on the underlying assets held within the portfolio and details of any transactions over the period.   

The ISC will challenge its investment managers if there is a sudden change in portfolio turnover or if the level of 

turnover seems excessive.  

The ISC will request turnover costs incurred by the investment manager over the Scheme reporting year. 

Custodial Arrangement 

The Trustees hold a bank account with the Bank of Scotland plc for cash held in connection with the 

administration of the Scheme. 

State Street Custodial Services (Ireland) Ltd is appointed custodian for the investments of the Scheme. 

The Trustees are responsible for ensuring that the Scheme’s assets continue to be securely held and the ISC 

review the custodial arrangements from time to time.  

The Investment Manager is regulated by the Financial Conduct Authority. 

Employer Related Investments 

The Scheme held insured annuity policies with Sun Life Assurance Company of Canada (U.K.) Limited with a 

value of £3.5m as at 31 December 2022 (2021: £4.7m), 0.9% of the Scheme’s net assets (2021: 0.8%). The 

Scheme held no other direct or indirect investments in Sun Life Assurance Company of Canada (U.K.) Limited. 

Consideration of Financially Material Factors in Investment Arrangements  

The Trustees recognise the consideration of financially material factors, including Environmental, Social and 

Governance (“ESG”) factors, is relevant at different stages of the investment process. The Trustees consider 

these to be financially material over the long-term. The Trustees also recognise the potential for these factors to 

impact asset pricing over the short to medium term. The Trustees recognise the long-term nature of the 

Scheme’s obligations and consider the length of time that they consider investments will be held by the scheme. 

Depending on the asset class and circumstances of the Scheme, this could be short-term (5 years or less) or 

longer-term (over 5 years). 

The strategic benchmark has been determined using appropriate economic and financial assumptions from 

which expected risk/return profiles for different asset classes have been derived.  These assumptions are 

derived by our investment advisors at a broad market level to implicitly reflect all financially material factors. This 

includes ESG factors. 

The ISC discuss climate change with their investment adviser/investment managers to consider the potential 

implications for the Scheme’s investments. 

In an active mandate, the Trustees expect that their investment managers will take account of all financially 

material factors including the potential impact of ESG factors in the implementation of their mandate. 
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Trustees’ Report (continued) 

Consideration of Financially Material Factors in Investment Arrangements (continued) 

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

investment manager and that the manager has 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 the choice of benchmark will deliver appropriate risk adjusted returns. As the 

passive mandate is a liability driven investment portfolio, the benchmark is specific to the liabilities of the 

Scheme. 

In selecting new investment managers for the Scheme, appointing a current investment manager to manage a 

new mandate on behalf of the Scheme or agreeing a new insurance contract, where relevant the Trustees 

and/or ISC explicitly consider the approach to responsible investment and the extent to which ESG issues are 

integrated in the investment process as a factor in their decision making. They do this based on advice from 

their investment advisors. 

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

development and implementation of their investment strategy. 

The Trustees have not imposed any restrictions or exclusions to the investment arrangements based on non-

financially material factors. 

Stewardship 

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

investment managers and the monitoring of compliance with agreed policies. 

Voting and Engagement 

The Trustees have adopted a policy of delegating voting decisions on stocks to their 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. The Trustees delegate monitoring of the Investment 

Manager’s voting and engagement to the ISC who take advice on this matter from the Scheme's investment 

advisors. 

Where relevant, the ISC have reviewed the voting policies of their investment managers and determined that 

these policies are appropriate. On an annual basis, the ISC will request their investment managers provide 

details of any change in their house policy. 

Where appropriate, the ISC will engage with and may seek further information from their investment managers 

on how portfolios may be affected by a particular issue. 

The Trustees do not engage directly but actively encourages their investment managers to engage with key 

stakeholders which may including corporate management, regulators and governance bodies, relating to their 

investments in order to consider the management of conflicts of interest and improve corporate behaviours, 

improve performance and mitigate financial risks. 
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Trustees’ Report (continued) 

Voting and Engagement (continued) 

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 

investment managers are responsible for investing in new issuance, the Trustee expects 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. 

The Trustees separately consider any conflicts of interest arising in the management of the Scheme and its 

investments and has ensured that each investment manager has an appropriate conflicts of interest policy in 

place.  Investment managers are required to disclose any potential or actual conflict of interest in writing to the 

Trustees. 

Monitoring 

The ISC aim to meet with their investment managers on an annual basis. The Trustees provide their managers 

with an agenda for discussion, including issues relating to individual holdings and, where appropriate, ESG 

issues. The investment managers are challenged both directly by the ISC 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.  

Incentivisation 

Trustees may agree to a fee structure where the investment manager is incentivised to deliver outperformance 

relative to an agreed benchmark, typically in conjunction with a tiered fee structure based on the total value of 

invested assets. The ISC periodically review the fees paid to all of its investment managers against industry 

standards. Those fees are set out in the Scheme’s Investment Policy Implementation Document. 

The duration of each mandate is determined by the Trustees at the inception of each mandate. For open-ended 

investments, the Trustee generally engages investment managers on an ongoing basis with no pre-determined 

term of appointment. For such mandates, the Trustee expects the minimum duration of the appointment will be 

three years, this being the period over which performance of the mandate can be appropriately evaluated 

although all mandates are subject to ongoing review against various financial and non-financial metrics in 

addition to their continued appropriateness within the investment strategy. For close-ended investments, the 

Trustees expect the term of the appointment to be the lifetime of the investment. 

The ISC reviews the performance of each of its investment managers and mandates on a regular basis against 

a series of metrics, including financial performance against the benchmark and objectives of the mandate, the 

exercise of stewardship responsibilities (including engagement with issuers) as set out in greater detail below, 

and the management of risks. Material deviation from performance or risk targets is likely to result in the 

mandate being formally reviewed. 
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Trustees’ Report (continued) 

Risk 

The Scheme is exposed to a number of risks which pose a threat to the Scheme meeting its objectives. 

Funding Risks 

The Trustees measure and manage financial mismatch in two ways. As indicated above, the Trustees have set 

a strategic asset allocation benchmark for the Scheme. The Trustees assess risk relative to that benchmark by 

monitoring the Scheme’s asset allocation and investment returns relative to the benchmark. The Trustees also 

assess risk relative to liabilities by monitoring the delivery of benchmark returns relative to the Scheme liabilities. 

The Trustees keep mortality and other demographic assumptions, which could influence the cost of benefits, 

under review. These assumptions are considered formally at triennial valuations. To mitigate longevity risk the 

Trustees have entered into annuity insurance contracts with insurers in respect of a majority of liabilities. All 

insured members continue to be members of the Scheme and the Trustees continue to have ultimate 

responsibility for the payment of benefits to the members and any subsequent beneficiaries such as spouses, 

where applicable. 

The Trustees seek to mitigate systemic risk through a diversified portfolio, but it is not possible to make specific 

provision for all possible eventualities that may arise under this heading. 

Asset Risks 

The Trustees have invested across a range of fully liquid assets to manage interest rate and inflation risk, whilst 

targeting a marginal investment return from high credit quality credit markets. The Trustees monitor liquidity 

needs regularly and have an agreed plan in place to access underlying assets which may be difficult to realise 

quickly in certain circumstances. 

The decision to appoint only one investment manager does involve some degree of concentration risk, which 

the Trustees accepts as a reasonable compromise given the size of the residual invested assets and low risk 

strategy now deployed.   

The Trustees have entered into two annuity insurance policies in respect of a majority of liabilities to help 

manage and reduce these risks. Under each policy, the insurer makes monthly payments to the Scheme and 

carries the risk of longevity for the insured members, as well as the investment risks for this proportion of the 

Scheme’s assets. For non-pensioner members, some residual “mis-match” risk remains in respect of member 

option terms (transfer values, commutation and early/late retirement). The Trustees manage this risk by setting 

Scheme terms that are more closely aligned with insurer terms and monitoring the difference in factors monthly. 

The Trustees do not expect their investment managers to take excess short-term risk and regularly monitor the 

investment manager’s performance against the benchmarks and objectives set on a short and medium terms 

basis. 
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Trustees’ Report (continued) 

Other Provider Risk 

The ISC monitor and manage risks in these areas through a process of regular scrutiny of its providers, and 

audit of the operations it conducts for the Scheme, or has delegated such monitoring and management of risk to 

the appointed investment manager as appropriate (e.g. custody risk in relation to pooled funds). When carrying 

out transitions, the Trustees seek professional advice. 

Expected Return on Investments 

Over the long term the overall level of investment returns, a combination of the performance of the strategic 

benchmark and the manager’s performance relative to the benchmark, is expected to exceed the rate of return 

assumed by the Scheme Actuary in considering the funding of the Scheme. 

Realisation of Investments 

The majority of securities held within the Scheme are quoted on the major capital markets or are readily traded 

and may be realised quickly if required. However, the commercial real estate debt and loans held typically have 

low secondary market liquidity and the annuity contracts that the Trustees have entered into cannot be realised. 
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Trustees’ Report (continued) 

Compliance Matters 

The purpose of this Statement is to provide information, which is required to be disclosed in accordance with 

Schedule 3 of The Occupational Pension Scheme (Disclosure of Information) Regulations 1996 or voluntarily by 

the Trustees.  The information deals with matters of administrative routine. 

Transfer Values 

Transfer values are calculated and verified as required under the provisions of the Pensions Act 1993. 

Contact for Further Information 

Any query about the Scheme, including requests from members for information about their benefits, should be 

addressed to the Scheme Administrator (details listed on page 1). 

The Money and Pensions Advisory Service (MaPS) 

This service is available at any time to assist members and beneficiaries with pensions questions and issues 

they have been unable to resolve with the Trustees of the Scheme. MaPS has launched MoneyHelper, which 

brings together the Money Advice Service, The Pensions Advisory Service and Pension Wise to create a single 

place to get help with money and pension choices. MoneyHelper is impartial, backed by the government and 

free to use. 

The Money and Pensions Service  

Holborn Centre 

120 Holborn 

London  

EC1N 2TD 

Tel:    0800 011 3797   

Website:   www.moneyhelper.org.uk 

The Pensions Ombudsman  

Members have the right to refer a complaint to The Pensions Ombudsman free of charge. The Pensions 

Ombudsman deals with complaints and disputes which concern the administration and/or management of 

occupational and personal pension schemes. 

Contact with The Pensions Ombudsman about a complaint needs to be made within three years of when the 

events(s) the member is complaining about happened – or, if later, within three years of when they first knew 

about it (or ought to have known about it). There is discretion for those time limits to be extended. 

The Pensions Ombudsman can be contacted at: 

10 South Colonnade 

Canary Wharf 

London 

E14 4PU 

Tel:    0800 917 4487 

Email:    enquiries@pensions-ombudsman.org.uk    

Website:   www.pensions-ombudsman.org.uk 

 

Members can also submit a complaint form online: https://www.pensions-ombudsman.org.uk/making-complaint 
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Trustees’ Report (continued) 

Compliance Matters (continued) 

The Pensions Regulator 

The Pensions Regulator (“TPR”) has the objectives of protecting the benefits of members, promoting good 

administration and reducing the risk of claims on the Pension Protection Fund.  TPR has the power to 

investigate schemes, to take action to prevent wrongdoing in or maladministration of pension schemes and to 

act against employers failing to abide by their pension obligations.  TPR may be contacted at the following 

address: 

The Pensions Regulator  

Napier House  

Trafalgar Place  

Brighton  

BN1 4DW 

Website:  www.thepensionsregulator.gov.uk 

Pension Tracing Service 

The Pension Schemes Registry has been replaced with the Pension Tracing Service and is now provided by the 

Department for Work and Pensions. Responsibility for compiling and maintaining the register of occupational 

pension schemes has been passed to The Pensions Regulator.  

Contact details for the services are as follows: 

Pension Tracing Service 

The Pension Service 9  

Mail Handling Site A  

Wolverhampton  

WV98 1LU  

Website:   www.gov.uk/find-pension-contact-details 
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Trustees’ Report (continued) 

Statement of Trustees’ Responsibilities 
The financial statements, which are prepared in accordance with United Kingdom Generally Accepted 

Accounting Practice, including the Financial Reporting Standard applicable in the UK (FRS 102), are the 

responsibility of the Trustees. Pension scheme regulations require, and the Trustees are responsible for 

ensuring, that those financial statements: 

 show a true and fair view of the financial transactions of the Scheme during the Scheme year and of the 

amount and disposition at the end of that year of its assets and liabilities, other than liabilities to pay 

pensions and benefits after the end of the Scheme year; and 

 contain the information specified in the Regulation 3A of the Occupational Pension Schemes 

(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, 

including making a statement whether the financial statements have been prepared in accordance with 

the relevant financial reporting framework applicable to occupational pension schemes. 

In discharging the above responsibilities, the Trustees are responsible for selecting suitable accounting policies, 

to be applied consistently, making any estimates and judgments on a prudent and reasonable basis, and for the 

preparing of the financial statements on a going concern basis unless it is inappropriate to presume that the 

Scheme will not be wound up. 

The Trustees are also responsible for making available certain other information about the Scheme in the form 

of an annual report. 

The Trustees also have a general responsibility for ensuring that adequate accounting records are kept and for 

taking such steps as are reasonably open to them to safeguard the assets of the Scheme and to prevent and 

detect fraud and other irregularities, including the maintenance of an appropriate system of internal control. 

Trustees' Responsibilities in Respect of Contributions 

The Trustees are responsible under pensions legislation for preparing, maintaining and from time to time 

reviewing and if necessary, revising a schedule of contributions showing the rates of contributions payable 

towards the Scheme by or on behalf of the employer of the Scheme and the dates on or before which such 

contributions are to be paid.  

The Trustees are also responsible for adopting risk-based processes to monitor whether contributions are made 

to the Scheme by the employer in accordance with the schedule of contributions. Where breaches of the 

schedule of contributions occur, the Trustees are required by the Pensions Acts 1995 and 2004 to consider 

making reports to The Pensions Regulator and the members. 

 

Signed on behalf of The Sun Life Assurance Company of Canada 1988 UK & Irish Employee Benefits Scheme: 

 

 

 

Trustee 

  

20 July 2023 Date 
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Report of Actuarial Liabilities 

As required by Financial Reporting Standard 102, “The Financial Reporting Standard applicable in the United 

Kingdom and the Republic of Ireland” (FRS 102), the financial statements do not include liabilities in respect of 

promised retirement benefits. 

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective, which 

is to have sufficient and appropriate assets to cover its technical provisions.  The technical provisions represent 

the present value of the benefits members are entitled to based on pensionable service to the valuation date, 

assessed using the assumptions agreed between the Trustees and the Employer and set out in the Statement 

of Funding Principles, which is available to Scheme members on request. 

The most recent full actuarial valuation of the Scheme was carried out as at 31 December 2019. This showed 

that on that date: 

The value of the Technical Provisions was: £528.3 million 

The value of the assets at that date was:  £569.5 million 

The method and significant actuarial assumptions used to determine the technical provisions are as follows (all 

assumptions adopted are set out in the Appendix to the Statement of Funding Principles): 

Method 

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

Significant actuarial assumptions 

Discount interest rate: term dependent rates set by reference to the market implied gilt yield curve plus 0.90% 

p.a. at 31 December 2019 declining linearly to market implied gilt yield curve plus 0.35% p.a. after 4 years and 

then declining linearly over the next 2 years to market implied gilt yield curve plus 0.2%p.a.. 

Retail Price increases: term dependent rates derived from market implied gilt yield curves. 

Consumer Price increases: term dependent rates derived from market implied gilt yield curve less 0.65% p.a. 

Pension increases: where pension increases are fixed under the Scheme’s rules, the fixed rate is to be used. 

For pensions increasing in line with inflation up to a maximum of 5% p.a. or 2.5% p.a., government debt inflation 

curves are to be used with adjustment applied to allow for the impact of floors and caps. The adjustments are 

based on observations from the swaps market where limited price indexation products are traded.  

Mortality:  

Base mortality tables 

The post retirement mortality base tables will be a suite of bespoke assumptions which reflect the 

characteristics of the Scheme membership.  The “VitaCurves” adopted will be based on pooled experience from 

occupational pension schemes during the period 2015 to 2017 as collated by Club Vita up to 31 December 

2019.  They will make allowance for observed variations in mortality according to age, gender, reason for 

retirement (illness or normal health), pension amount, salary, postcode based lifestyle group, manual or non-

manual status.  The assumptions adopted vary according to the characteristics of each individual member.  
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Report of Actuarial Liabilities (continued) 

Schedule of Contributions – Actuarial Certificate 

The full suite of VitaCurves adopted is available, on request from the Trustees, to any party with a legal 

entitlement to a copy of this statement. The Trustees may also, at their discretion, make the information 

available to other parties on request. 

Future improvements in longevity 

Assumed to be in line with the CMI 2018 model with a long term rate of improvement of 2.0% p.a. with the 

smoothing parameter (Sk) set to 7.0 and an initial up lift of 1.0% p.a., with allowance for the decrease in 

improvement at the older ages to occur between the ages of 90 and 120.  

The next full valuation will be at 31 December 2022 and is currently being worked on. 
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Section 3 - Independent Auditor’s Report 

Independent auditor’s report to the Trustees of The Sun Life Assurance Company of Canada 1988 UK & 

Irish Employee Benefits Scheme 

We have audited the financial statements of Independent Auditor’s Report to the Trustees of The Sun Life 

Assurance Company of Canada 1988 UK & Irish Employee Benefits Scheme for the year ended 31 December 

2022 which comprise the Fund Account, the Statement of Net Assets and the related notes to the financial 

statements, including significant accounting policies. The financial reporting framework that has been applied in 

their preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting 

Standard 102 The Financial Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom 

Generally Accepted Accounting Practice). 

In our opinion, the financial statements: 

 show a true and fair view of the financial transactions of the scheme during the year ended 31 

December 2022, and of the amount and disposition at that date of its assets and liabilities, other than 

liabilities to pay pensions and benefits after the end of the year;  

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 

Practice; and 

 contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement 

to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the 

Pensions Act 1995 

Basis for Opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable 

law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 

of the financial statements section of our report. We are independent of the scheme in accordance with the 

ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s 

Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

opinion. 

Conclusions Relating to Going Concern 

In auditing the financial statements, we have concluded that the trustee's use of the going concern basis of 

accounting in the preparation of the financial statements is appropriate. 

Based on the work we have performed, we have not identified any material uncertainties relating to events or 

conditions that, individually or collectively, may cast significant doubt on the scheme's ability to continue as a 

going concern for a period of at least twelve months from when the financial statements are authorised for 

issue. 

Our responsibilities and the responsibilities of the trustees with respect to going concern are described in the 

relevant sections of this report. 
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Independent Auditor’s Report (continued) 

Other Information 

The Trustees are responsible for the other information contained within the annual report. The other information 

comprises the information included in the annual report, other than the financial statements and our auditor’s 

report thereon. Our opinion on the financial statements does not cover the other information and, except to the 

extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon. 

Our responsibility is to read the other information and, in doing so, consider whether the other information is 

materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears 

to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we 

are required to determine whether this gives rise to a material misstatement in the financial statements 

themselves. If, based on the work we have performed, we conclude that there is a material misstatement of this 

other information, we are required to report that fact.  

We have nothing to report in this regard. 

Responsibilities of Trustees 

As explained more fully in the statement of Trustees’ responsibilities set out on page 17, the Trustees are 

responsible for the preparation of the financial statements, for being satisfied that they give a true and fair view, 

and for such internal control as the Trustees determine is necessary to enable the preparation of financial 

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

In preparing the financial statements, the Trustees are responsible for assessing the scheme’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 

concern basis of accounting unless the Trustees either intend to wind up the scheme or have no realistic 

alternative but to do so.  

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISAs (UK) will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually or in aggregate, they 

could reasonably be expected to influence the economic decisions of users taken on the basis of these financial 

statements. 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures 

in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, 

including fraud.  
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Independent Auditor’s Report (continued) 

Auditor’s Responsibilities for the Audit of the Financial Statements (continued) 

We set out below the key areas which, in our opinion the financial statements are susceptible to material 

misstatement by way of irregularities including fraud and the extent to which our procedures are capable of 

detecting these. 

 Management override of controls. Our audit procedures to respond to these risks included enquiries of 

management about their own identification and assessment of the risks of irregularities, sample testing 

on the posting of journals and reviewing accounting estimates for bias. 

 Misappropriation of investment assets owned by the scheme. This is addressed by obtaining direct 

confirmation from the investment manager of investments held at the Statement of Net Assets date. In 

respect of the annuity policy this is addressed by ensuring that the income received on the policy is 

received in line with the agreement and reconciled to the benefits paid from the Scheme.  

 Diversion of assets through large investment transactions. A sample of transactions are agreed to 

supporting documentation testing the authorisation of the amount and approval of the payment of the 

transactions. 

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some 

material misstatements in the financial statements, even though we have properly planned and performed our 

audit in accordance with auditing standards.  We are not responsible for preventing non-compliance and cannot 

be expected to detect non-compliance with all laws and regulations.  

These inherent limitations are particularly significant in the case of misstatement resulting from fraud as this 

may involve sophisticated schemes designed to avoid detection, including deliberate failure to record 

transactions, collusion or the provision of intentional misrepresentations. 

A further description of our responsibilities for the audit of the financial statements is located on the 

Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of 

our auditor’s report. 

Use of Our Report 

This report is made solely to the Scheme’s Trustees, as a body, in accordance with Regulation 3 of the 

Occupational Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) 

Regulations 1996, made under the Pensions Act 1995. Our audit work has been undertaken so that we might 

state to the Scheme’s Trustees those matters we are required to state to them in an auditor’s report and for no 

other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other 

than the Scheme’s Trustees as a body, for our audit work, for this report, or for the opinions we have formed. 

 

 

 

 

Crowe U.K. LLP 

Statutory Auditor 

Reading 

Date:  
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Section 4 – Financial Statements 

Fund Account for year ended 31 December 2022 

  2022  2021 

 Note £’000  £’000 

     

Other income 4 1  2 

     

Benefits paid or payable 5 (13,116)  (12,653) 

Payment to and on account of leavers 6 (2,856)  (4,926) 

Administrative expenses 7 (1,153)  (1,377) 

  (17,125)  (18,956) 

     

Net withdrawals from dealings with members  (17,124)  (18,954) 

     

RETURNS ON INVESTMENTS     

Investment income 8 15,532  14,031 

Change in market value of investments 9 (204,932)  (13,565) 

Investment management expenses 10 (168)  221 

Net returns on investments  (189,568)  687 

     

Net decrease in the fund during the year  (206,692)  (18,267) 

     

Net assets of the Scheme at start of year   579,901  598,168 

     

Net assets of the Scheme at end of year  373,209  579,901 

 

The accompanying notes on pages 25 to 39 are an integral part of these financial statements. 
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Statement of Net Assets (available for benefits) as at 31 December 2022 

  2022  2021 

 Note £000  £000 

Investment assets:     

Bonds 9 18,604  30,407 

Pooled investment vehicles 12 26,483  39,104 

Derivatives 13 5,295  8,243 

Amounts receivable under Reverse Repurchase Agreements 14 1,160  4,842 

Insurance policies  15 330,506  525,202 

Cash  9 432  258 

Other investment balances 9 3,867  50 

  386,347  608,106 

Investment liabilities:     

Derivatives 13 (5,295)  (8,243) 

Amounts payable under Repurchase Agreements 14 (7,926)  (22,846) 

  (13,221)  (31,089) 

Total net investments  373,126  577,017 

     

Current assets 19 1,879  3,638 

Current liabilities 20 (1,796)  (754) 

Net assets of the Scheme at end of year  373,209  579,901 

 

The financial statements summarise the transactions of the Scheme and deal with the net assets at the disposal 

of the Trustees.  They do not take into account of obligations to pay pensions and benefits which fall due after 

the end of the Scheme year.  The assets of the Scheme include insurance policies which match and fully 

guarantee the obligations of the Scheme in respect of specific individual members and/or their beneficiaries.   

The actuarial position of the Scheme, which takes into account such obligations for the defined benefit section, 

is dealt with in the Report of Actuarial Liabilities on page 18 and 19 of the Annual Report and these financial 

statements should be read in conjunction with this report. 

The notes on pages 25 to 39 form an integral part of these financial statements. 

These financial statements were approved by the Trustees on: 

 

 Trustee 

  

20 July 2023 Date 
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Section 5 - Notes to the Financial Statements 

Notes to the financial statements for the year ended 31 December 2022 

1 BASIS OF PREPARATION 

The financial statements have been prepared in accordance with the Occupational Pension Schemes 

(Requirements to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial 

Reporting Standard 102 – The Financial Reporting Standard applicable in the United Kingdom and 

Republic of Ireland and with guidance set out in the Statement of Recommended Practice (Revised 2018) 

(“the 2018 SORP”).  

The financial statements are prepared on a going concern basis, which the Trustees believe to be 

appropriate as they believe that the Scheme has adequate resources to realise its assets and meet 

pension payments in the normal course of affairs (continue to operate) for at least the next twelve 

months. This assessment, together with income and capital growth from its assets, gives the Trustees 

confidence to prepare the financial statements on a going concern basis. 

2 IDENTIFICATION OF FINANCIAL STATEMENTS 

The Scheme is established as a trust under English law.  The address for enquiries to the Scheme is: 45 

Church Street, Birmingham, B3 2RT. 

3 ACCOUNTING POLICIES 

The principal accounting policies of the Scheme are as follows: 

3.1     Other income 

Other income including VAT reimbursements from the Employer are accounted for on an accruals basis.  

 

3.2     Payments to Members 

Pensions in payment are accounted for in the period to which they relate. 

Benefits are accounted for in the period in which the member notifies the Trustees of their decision on the 

type or amount of benefit to be taken, or if there is no member choice, on the date of retiring or leaving. 

Individual transfers out of the Scheme are accounted for when member liability is discharged which is 

normally when the transfer amount is paid. 

3.3 Expenses 

Expenses are accounted for on an accruals basis. 

3.4 Investment Income 

Income from cash and short term deposits is accounted for on an accruals basis. 

Income from bonds is recognised when it becomes due. 

Income from pooled investment vehicles is accounted for when the rights to the income pass to the 

Scheme. 

Receipts from annuity policies are accounted for as investment income on an accruals basis. 

3.5 Investments 

The change in market value of investments during the year comprises all increases and decreases in the 

market value of investments held at any time during the year, including profits and losses realised on 

sales of investments during the year.  
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

3        ACCOUNTING POLICIES (CONTINUED) 

3.5     Investments (continued) 

Investments are included at fair value as described below: 

Fixed interest securities and bonds are stated at their clean prices (that is, excluding the value of interest 

accruing from the previous interest payment date). 

Unitised pooled investment vehicles have been valued at the latest available bid price or single price 

provided by the pooled investment manager. 

The fair value of future contracts are stated at the year-end based on fair value where cash is held for 

short-term liquidity, the Trustee has entered into index-based contracts of equivalent economic value to 

avoid being “out-of-the-market”. 

The insurance policies have been valued by the Scheme Actuary as an amount equal in value to that of 

the related obligation – details in Note 15. The assumptions adopted for this purpose are those used for 

the 31 December 2019 Scheme Funding: 

 RPI increases – market implied gilt yield curve. 

 CPI increases – RPI curve less than 0.65% p.a. 

 Pension increaes - pension Increases curves derived from RPI, adjusted for the impact of the 

cap and floor. 

 Discount rate (buy-in) – market implied gilt yield curve. 

 Longevity base tables - 2019 VITA tables. 

 Longevity future improvements - MI 2018 model with a long-term rate of improvement of 2.0% 

and a smoothing parameter of Sκ = 7.0 with the uplift parameter set to 1.0% and allowance for 

the decrease in improvement at the older ages to occur between the ages of 90 and 120. 

 Early retirement – all members are assumed to retire at the earliest date at which benefits are 

payable unreduced.  

 Late retirement - members over normal retirement age are assumed to retire immediately with 

late retirement uplift applied. 

 Ill health retirements – no allowance.  

 Cash commutation - members assumed to exchange 18% of their pension for a cash lump sum 

at retirement as an overall proxy for the maximum allowable amount. 

 Transfers out – no allowance.  
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

3        ACCOUNTING POLICIES (CONTINUED) 

Repurchase agreements (where the Scheme has sold assets with the agreement to repurchase at a fixed 

date and price) are included at the fair value of the repurchase price (as a liability).  The assets sold are 

reported in the appropriate asset class in the investments note at their fair value reflecting that the 

Scheme retains the risk and rewards of ownership of those assets. 

Reverse repurchase agreements (where the Scheme has bought assets with the agreement to sell at a 

fixed date and price) are included at the fair value of the repurchase price (as an asset).  Cash delivered 

under reverse repurchase contracts is recognised as an investment receivable in the financial statements. 

Securities received in exchange are disclosed as collateral supporting this receivable but not included as 

Scheme assets. 

Where bonds are sold subject to repurchase agreements, for the repurchase of equivalent securities, the 

securities sold are accounted for within their respective investment classes as if they have been held at 

the year-end market value. The contracts to buy back the equivalent securities, the repurchase 

agreements, are accounted for as an investment liability and the market value reported is the cash 

received from the counterparty at the opening of the agreements. 

3.6 Presentation Currency 

The Scheme functional and presentation currency is pounds sterling.  Monetary items denominated in 

foreign currency are translated into sterling using the closing exchange rates at the Scheme year-end.  

Foreign currency transactions are recorded in sterling at the spot exchange rate at the date of the 

transaction. 

4 OTHER INCOME 

   2022  2021 

   £’000  £’000 

Transfer calculation fees   1  2 

5 BENEFITS PAID OR PAYABLE 

   2022  2021 

   £’000  £’000 

Pensions   11,714  11,167 

Lump sum retirement benefits   1,349  1,114 

Lump sum death benefits   -  15 

Trivial commutations   53  357 

   13,116  12,653 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

6 PAYMENTS TO AND ON ACCOUNT OF LEAVERS 

   2022  2021 

   £’000  £’000 

Individual transfers out to other schemes   2,856  4,926 

 

7 ADMINISTRATIVE EXPENSES 

   2022  2021 

   £’000  £’000 

Administration & project fees     467  440 

Actuarial & investment consultancy fees    379  395 

Audit fee    36  35 

PPF levy    27  22 

Legal fees   199  282 

Other expenses   192  203 

   1,300  1,377 

Recovery of VAT    (147)  - 

   1,153  1,377 

During the year, the Employer started a process to reimburse the Scheme for an element of VAT 

recoverable on Administration fees. The amounts paid in the year to 31 December 2022 represent 

reimbursed VAT from 1 July 2021 to 31 December 2022.  

8 INVESTMENT INCOME 

   2022  2021 

    £’000     £’000 

Income from bonds   196  17 

Income from pooled investment vehicles   44  7 

Annuity income   15,480  14,096 

Interest on cash deposits   1  (2) 

Repurchase agreements   (189)  (87) 

   15,532  14,031 

Income from pooled investment vehicles is retained within the investment fund except as received above. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

9 RECONCILIATION OF INVESTMENTS  

 

 

Value at 1 

January 

2022 

Purchases 

at cost & 

derivative 

payments 

Sales 

proceeds & 

derivative 

receipts 

Change in 

market 

value 

Value at 31 

December 

2022 

 £’000 £’000 £’000 £’000 £’000 

Bonds  30,407 4,737 (4,962) (11,578) 18,604 

Pooled investment vehicles 
39,104 61,663 (73,051) (1,233) 26,483 

Derivatives - 5,950 (4,654) (1,296) - 

Insurance policies 525,202 - (3,871) (190,825) 330,506 

 594,713 72,350 (86,538) (204,932) 375,593 

Repurchase agreements and 

reverse repurchase agreements (18,004)    (6,766) 

Cash  258    432 

Other investment balances 
50    3,867 

 
577,017    373,126 

The change in the market value of investments during the year comprises all increases and decreases in the 

market value of investments held at any time during the year, including profits and losses realised on sales of 

investments during the year. 

There are no amounts within pooled investment vehicles invested within leveraged loans and commercial real 

estate (2021: £22.0m). These assets were medium to long term investments and have now been realised. 

Included within the purchase and sales figures supplied under Derivatives is the total settlement amount. 

Included within other investment balances is an amount due back from Rothesay Life, £3,871,000 received in 

February 2023 (2021: £nil). 

Transaction Costs 

Transaction costs are included in the cost of purchases and sales proceeds.  Direct transaction costs include 

costs charged to the Scheme such as fees, commissions and stamp duty. During 2022 the Scheme paid £429 

transactions costs (2021: £491). 

In addition to the direct transaction, indirect costs are incurred through the bid-offer spread on investments 

within pooled investment vehicles and charges made within those vehicles. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

9      RECONCILIATION OF INVESTMENTS (continued) 

Concentration of Investments 

The following investments, account for more than 5% of the Scheme’s net assets: 

 2022  

Market 

value 

£’000 

% of 

net 

assets  

2021 

Market 

value 

£000 

% of 

net 

assets 

Insurance policy held with Rothesay Life 176,500 47 301,500 52 

Insurance policy held with PIC 150,500 40 219,000 38 

Insight High Grade ABS Fund (Class S GBP) 20,783 6 7,257 1 

Other Investment Balances 

The other investment balances are made up of the following: 

 2022  2021 

 £’000  £’000 

Refund due from Rothesay Life 3,871 - - 

Accrued income (4)  50 

 3,867  - 

The negative balance at 31 December 2022 is due to £63,000 of interest payable on repurchase agreements. 

10 INVESTMENT MANAGEMENT EXPENSES 

  2022  2021 

   £’000   £’000 

Administration and management  168 
 

(221) 

All investment manager fees, investment charges and investment expenses are paid directly from the Scheme 

assets. 

During the prior year, Insight reviewed the fees charged on the Compartment investments and noted that the 

fees were being charged on a commitment basis rather than the value of the asset. The basis for charging the 

fees was updated to be based on the asset value and rebates were received from Insight to account for the 

change, the rebates were received until June 2022 - see also Note 20.  

11 TAXATION 

The Scheme is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is 

therefore exempt from income tax and capital gains tax. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

12 POOLED INVESTMENT VEHICLES (“PIV”) 

The Scheme’s investments in pooled investment vehicles at the year-end comprised: 

 

 2022  2021 

 £’000  £’000 

Bonds 23,367  34,260 

Cash 3,116  4,844 

 26,483  39,104 

13 DERIVATIVES 

The Trustees have authorised the use of derivatives by their investment managers as part of their overall 

investment strategy for the Scheme. The Scheme is currently invested in Futures, where cash is held for short-

term liquidity, the Trustee has entered into index-based contracts of equivalent economic value to avoid being 

“out-of-the-market”. 

At the year-end the Scheme had the following derivatives: 

  2022   2021 

 Assets 

£’000 

Liabilities 

£’000 

Total 

£’000 

 Assets 

£’000 

Liabilities 

£’000 

Total 

£’000 

Futures (OTC) 5,295 (5,295) -  8,243 (8,243) - 

A summary of the Scheme’s outstanding derivative contracts at the year-end aggregated by key characteristics 

is set out below. 

Futures (OTC) 

The Scheme had derivative contracts outstanding at the previous year-end relating to its LDI fixed interest 

investment portfolio.  These contracts are traded over the counter (OTC).  The details are: 

 Economic 

Exposure  

(£’000) 

Expires  

within 

Asset 

Value 

£’000 

Liability 

Value 

£’000 

FUT MAR 23 LIF LONG GILT - Less than 3 months 5,295 (5,295) 

Total 2022   5,295 (5,295) 

Total 2021   8,243 (8,243) 

At 31 December 2022, there was no collateral pledged or held in relation to outstanding derivative contracts 

(2021: £nil). 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

14 REPURCHASE AGREEMENTS 

A holder of securities sells these securities to an investor with an agreement to repurchase them at a fixed price 

on a fixed date. 

 2022  2021 

  £’000   £’000 

Amounts receivable under Reverse Repurchase Agreements 1,160  4,842 

Amounts payable under Repurchase Agreements (7,926)  (22,846) 

 (6,766)  (18,004) 

The securities are included in the financial statements as assets of the Scheme at their market value and at 31 

December 2022, the market value of securities sold under repurchase agreements was £5.0m (31 December 

2021: £18.0m). The repurchase agreements included in the LDI portfolio will be backed using the portfolio 

collateral pool, the aggregate value of the collateral at 31st December 2022 is less than £1.0m (2021: less than 

£1.0m). 

Amounts payable to counterparties under repurchase agreements are disclosed as liabilities in the Scheme's 

financial statements under investment liabilities. At 31 December 2022 this amounted to £7.9m (31 December 

2021: £22.8m).  

The Scheme has also entered into reverse repurchase agreements. Amounts receivable from counterparties 

under reverse repurchase agreements are disclosed as assets in the Scheme's financial statements under 

investment assets. At 31 December 2022 this amounted to £1.1m (31 December 2021: £4.8m). 

15 INSURANCE POLICIES  

 2022  2021 

  £’000   £’000 

Annuities with Sun Life Assurance Company of Canada (U.K.) Limited 3,506  4,702 

Buy-in policy held with PIC  150,500  219,000 

Buy-in policy held with Rothesay Life 176,500  301,500 

 330,506  525,202 

 

For the polices held with the Principal Employer, these relate to 154 insurance policies (2021: 154) with Sun Life 

Assurance Company of Canada (U.K.) Limited held by the Trustees for 134 individuals (2021: 134). These 

annuities are valued by the Scheme Actuary as below.  No collateral is held in relation to these assets. 

In relation to the other insurance policies, as at 31 December 2022, there were 726 individuals under the policy 

with Pension Insurance Corporation (PIC) (2021: 742) and 1,363 individuals under the policy with Rothesay Life 

(2021: 1,380). 

The Rothesay Life policy was purchased in 2021 and following completion of data cleansing a refund to the 

premium of £3.9m was returned to the Scheme in February 2023, from Rothesay Life.  
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

16 FAIR VALUE DETERMINATION 

The fair value of financial instruments has been determined using the following fair value hierarchy: 

Level 1 The unadjusted quoted price in an active market for identical assets or liabilities which the entity 

can access at the assessment date. 

Level 2 Inputs other than quoted prices included within Level 1 which are observable (i.e. developed 

using market data) for the asset or liability, either directly or indirectly. 

Level 3 Inputs which are unobservable (i.e. for which market data is unavailable for the asset or 

liability). 

The Scheme’s investment assets and liabilities have been fair valued using the above hierarchy levels as 

follows.  

As at 31 December 2022 Level 1 

£’000 

Level 2 

£’000 

Level 3 

£’000 

Total 

£’000 

Bonds - 18,604 - 18,604 

Pooled investment vehicles  - 26,483 - 26,483 

Derivatives - - - - 

Insurance policies  - - 330,506 330,506 

Repurchase agreements and 

reverse repurchase agreements - (6,766) - (6,766) 

Cash  432 - - 432 

Other investment balances 3,867 - - 3,867 

 4,299 38,321 330,506 373,126 

 

As at 31 December 2021 Level 1 

£’000 

Level 2 

£’000 

Level 3 

£’000 

Total 

£’000 

Bonds - 30,407 - 30,407 

Pooled investment vehicles  - 17,100 22,004 39,104 

Derivatives - - - - 

Insurance policies  - - 525,202 525,202 

Repurchase agreements and 

reverse repurchase agreements 

- (18,004) - (18,004) 

Cash  258 - - 258 

Other investment balances  50 - - 50 

 308 29,503 547,206  577,017 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

17 INVESTMENT RISK DISCLOSURES 

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

FRS 102 as follows: 

Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party 

by failing to discharge an obligation. 

Market risk: the risk that fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market prices. Market risk comprises of three types 

 Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate 

because of change in foreign exchange rates. 

 Interest rate risk: this is the risk that the fair value of future cash flows of a financial asset will fluctuate 

because of changes in market interest rates. 

 Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate 

because of changes in market prices (other than those arising from interest rate risk or currency risk), 

whether those changes are caused by factors specific to the individual financial instrument or its issuer, or 

factors affecting all similar financial instruments traded in the market. 

The Trustees determine their investment strategy after taking advice from a professional Investment Consultant  

The Scheme has exposure to these risks because of the investments it makes in following the investment 

strategy set out below.  The Trustees manage investment risks, including credit risk and market risk, within 

agreed risk limits which are set taking into account the Scheme’s strategic investment objectives.  These 

investment objectives and risk limits are implemented through the investment management agreements in place 

with the Scheme’s investment manager and monitored by the ISC by regular reviews of the investment portfolio. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

17     INVESTMENT RISK DISCLOSURES (continued) 

The following table summarises the extent to which the various classes of investments are affected by financial 

risks: 

   Market 

Risk 

 
  

 Credit 

Risk 

Currency Interest 

rate 

Other 

price 

2022 

Value 

£’000 

2021 

Value 

£’000 

Government Bonds ◐  ○ ● ○ 18,604 30,407 

Pooled investment vehicles:     26,483 39,104 

    Direct ● ○ ◐ ◐ - - 

    Indirect ◐ ○ ◐ ◐ - - 

Derivatives ◐ ○ ◐ ◐ - - 

Insurance policies ● ○ ○ ○ 330,506 525,202 

Other investment balances ● ○ ● ○ 3,867 50 

Repurchase agreements ● ○ ● ○ (6,766) (18,004) 

Cash deposits  ● ○ ○ ○ 432 258 

Total investments     373,126 577,017 

In the above table, the risk noted affects the asset class [●] significantly, [◐] or [○] hardly/not at all. 

Further information on the Trustees’ approach to risk management, credit and market risk is set out below.  

Investment Strategy 

The Trustees have translated their objectives into a suitable strategic asset allocation benchmark for the 

Scheme day-to-day investment decisions have been delegated to Insight Investments (“Insight”).  The manager 

is authorised under the Financial Services and Markets Act 2000.  The strategic asset allocation has been 

translated into initial target allocations for Insight which are consistent with the Scheme’s overall strategy. 

Investments with Insight are managed through segregated and pooled funds under the terms of an Investment 

Management Agreement in accordance with the Trustees’ instructions.  The Trustees consider this approach to 

be appropriate for the Scheme. 

The Investment strategy takes due account of the maturity profile of the Scheme (in terms of the relative 

proportions of liabilities in respect of pensioners), the level of disclosed surplus or deficit and the Trustees’ view 

on the appropriate balance between seeking an enhanced long-term return on investments and accepting 

greater short-term volatility and risk. The ISC monitors the investment strategy relative to its agreed instructions.  

It is intended that investment strategy will be reviewed at least every three years following an actuarial valuation 

of the Scheme, and will normally be reviewed annually. The Trustees consult with the Principal Employer in 

reviewing the Scheme’s investment strategy. 

It is expected that the Scheme’s risk exposure will reduce in the long term as the liability profile of the Scheme 

matures and the funding level improves.   
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

17       INVESTMENT RISK DISCLOSURES (continued) 

 

Credit Risk 

The Scheme is subject to credit risk because the Scheme directly invests in bonds, OTC derivatives, has cash 

balances, enters into repurchase agreements and holds insurance policies. The Scheme also invests in pooled 

investment vehicles and is therefore directly exposed to credit risk in relation to the institutions who manage the 

pooled investment vehicles.  The Scheme is indirectly exposed to credit risks arising on the underlying 

investments held in the pooled investment vehicles. 

Investments exposed to credit risk 2022 

£’000 

2021 

£’000 

Bonds 
18,604 30,407 

Pooled investment vehicles 
26,483 39,104 

Repurchase agreements 
(6,766) (18,004) 

Insurance policies 
330,506 525,202 

Other investment balances 
(4) 50 

Cash and other net investments 
4,303 258 

 
373,126 577,017  

Credit risk arising on bonds held directly is mitigated by investing in UK government bonds where the credit risk 

is minimal, or corporate bonds which are rated at least investment grade.  The Scheme may also invest in high 

yield and emerging market bonds which are non-investment grade.  In this case, the Trustees manage the 

associated credit risk by requesting the investment manager to diversify the portfolio to minimise the impact of 

default by any one issuer.  Credit risk arising on other investments is mitigated by investment mandates 

requiring all counterparties to be at least investment grade credit rated. The Trustees monitor the performance 

and operating capabilities of Insight on an ongoing basis.  
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

17      INVESTMENT RISK DISCLOSURES (continued) 

Credit Risk (continued) 

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter 

(OTC).  OTC derivative contracts are not guaranteed by any regulated exchange and therefore the Scheme is 

subject to risk of failure of that counterparty.  

Cash is held within financial institutions which are at least investment grade credit rated. 

Credit risk on repurchase agreements is mitigated through collateral agreements as disclosed in Note 14. 

There is some direct credit risk attached to the insurance policies whereby the insurance provider may cause 

financial loss to the Scheme by failing to discharge their obligation, however this is mitigated by the Trustees 

investing in the annuity policy with a regulated insurance provider.  Additional comfort is provided by the 

regulatory system under which the insurance companies providing the policies operate and the Trustees 

monitor the insurance policies on a regular basis. 

A summary of pooled investment vehicles by type of arrangement is as follows : 

Pooled arrangement 2022 

£’000 

2021 

£’000 

Unit linked insurance contract 
- 22,004 

Open-ended investment company 
26,483 17,100 

 
26,483 39,104 

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled 

arrangements being ring-fenced from the pooled manager, the regulatory environments in which the pooled 

managers operate and diversification of investments across a number of pooled arrangements.  The ISC carries 

out due diligence checks on the appointment of new pooled investment managers and on an ongoing basis 

monitors any changes to the regulatory operating environment of the pooled manager. 

Indirect credit risk arises in relation to underlying investments held in the bond pooled investment vehicles.  At 

the year-end the total value of underlying investments subject to credit risk was £26,483,168 (2021: 

£17,100,336) as advised by the pooled managers.  This risk is mitigated by requiring pooled managers to invest 

in at least investment grade credit rated investments, and through diversification to minimise the impact of 

default by any one issuer. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

17      INVESTMENT RISK DISCLOSURES (continued) 

Interest Rate Risk 

The Scheme is subject to interest rate risk.  To mitigate this risk, the Scheme targets 100% hedging on a 

gilts+0% p.a. liability basis using index-linked and conventional gilts within the LDI portfolio. During the second 

half of 2022, the LDI portfolio was challenged due to the impact of rising gilt yields following the mini-budget 

announcement however the impact to the Scheme was minimal as the Scheme remained 100% hedged and 

sufficient collateral was available to support the hedge.  

Other Price Risk 

Other price risk arises principally in relation to the Scheme’s Return Seeking portfolio which includes asset 

backed securities.  The Scheme does not have an overall tactical allocation to investments being held in asset 

backed securities (through the High Grade ABS fund and Liquid ABS fund).  As at 31 December 2022 the 

Scheme held 6.3% of Scheme assets in ABS across both ABS funds (2021: 4.6%).  

 

18 EMPLOYER RELATED INVESTMENT 

The Scheme held insured annuity policies with Sun Life Assurance Company of Canada (U.K.) Limited with a 

value of £3.5m as at 31 December 2022, 1.0% of the Scheme’s net assets (2021: £4.7m). The Scheme held no 

other direct or indirect investments in Sun Life Assurance Company of Canada (U.K.) Limited. 
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Notes to the financial statements for the year ended 31 December 2022 (continued) 

19 CURRENT ASSETS  

 2022  2021 

  £’000   £’000 

Cash balances 1,005  2,855 

Pensions paid in advance 809  783 

Prepaid benefit reimbursement 55  - 

VAT due from Principal Employer 10  - 

 1,879  3,638 

20 CURRENT LIABILITIES 

 2022  2021 

  £’000   £’000 

Unpaid benefits 166  54 

Other creditors 610  (12) 

Deferred annuity income 1,020  712 

 1,796  754 

The other creditor balance was negative in 2021 due to Insight fee rebates which were paid to the Scheme in 

January 2022 but were due for the period to December 2021.  

21 RELATED PARTY TRANSACTIONS 

Transactions with related parties of the Scheme have been disclosed in the annual report as follows: 

The Principal Employer does not meet any expenses on behalf of the Scheme. 

The Principal Employer has set up an arrangement whereby the Principal Employer reimburses the Scheme for 

an element of the VAT incurred by the Principal Employer in its payment of Administrative Expenses, this 

amount is relcaimed from HMRC and then paid to the Scheme. During the year, £147,000 was paid to the 

Scheme (2021: £nil) and at the year-end a balance of £10,000 was due from HMRC (2021: £nil). See Note 7 for 

the expense detail and Note 19 for balance due. 

Professional Trustees fees of £74,000 (2021: £63,000) were paid during the year of this balance £18,000 was 

outstanding at the year end (2021: £15,000). These are included within the administrative expenses disclosed in 

Note 7.  

The Member Nominated Trustee is a pensioner member of the Scheme and receives a pension. 

22 SUBSEQUENT EVENTS  

There were no subsequent events requiring disclosure in the financial statements. 
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Section 6 – Independent Auditors’ Statement about 
Contributions 

Independent auditor’s statement about contributions to the Trustees of The Sun Life Assurance 

Company of Canada 1988 UK & Irish Employee Benefits Scheme 

Statement about contributions payable under the Schedule of Contributions 

We have examined the summary of contributions payable to The Sun Life Assurance Company of Canada 1988 

UK & Irish Employee Benefits Scheme, for the Scheme year ended 31 December 2022 which is set out on page 

41. 

In our opinion contributions for the Scheme year ended 31 December 2022 as reported in the Summary of 

Contributions and payable under the Schedule of Contributions have in all material respects been paid at least 

in accordance with the Schedule of Contributions certified by the Scheme Actuary on 21 July 2020. 

Basis of opinion 

Our objective is to obtain sufficient evidence to give reasonable assurance that contributions reported in the 

attached Summary of Contributions have in all material respects been paid at least in accordance with the 

Schedule of Contributions. This includes an examination, on a test basis, of evidence relevant to the amounts of 

contributions payable to the Scheme and the timing of those payments under the Schedule of Contributions. 

Responsibilities of trustees 

As explained more fully in the Statement of Trustees’ Responsibilities, the Scheme’s Trustees are responsible 

for ensuring that there is prepared, maintained and from time to time revised a Schedule of Contributions which 

sets out the rates and due dates of certain contributions payable towards the scheme by or on behalf of the 

employer and the active members of the scheme.  The Trustees are also responsible for keeping records in 

respect of contributions received in respect of active members of the scheme and for monitoring whether 

contributions are made to the Scheme by the Employer in accordance with the Schedule of Contributions. 

Auditor’s responsibilities for the statement about contributions 

It is our responsibility to provide a Statement about Contributions paid under the Schedule of Contributions and 

to report our opinion to you. 

Use of our statement 

This statement is made solely to the Scheme's Trustees, as a body, in accordance with The Occupational 

Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 

1996 made under the Pensions Act 1995. Our work has been undertaken so that we might state to the 

Scheme's Trustees those matters we are required to state to them in an Auditor’s Statement about 

Contributions and for no other purpose. To the fullest extent permitted by law, we do not accept or assume 

responsibility to anyone other than the Scheme’s Trustees as a body, for our work, for this statement, or for the 

opinion we have formed. 

 

 

Crowe U.K. LLP – Statutory Auditor 

Reading 

Date: 
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Section 7 – Summary of Contributions  

Trustees Summary of Contributions Payable under the Schedules of Contributions in respect of the 

Scheme year ended 31 December 2022 

This Summary of Contributions has been prepared by, or on behalf of, and is the responsibility of the Trustees.  

It sets out the contributions payable to the Scheme for the year ended 31 December 2022 in accordance with 

the Schedule of Contributions certified by the Scheme Actuary on 21 July 2020. The Scheme’s Auditors reports 

on contributions payable under the Schedules in the Auditors’ Statement about Contributions on page 40. 

Contributions payable under the Schedules in respect of the Scheme year 

  £’000 

Total contributions reported in the financial statements  - 

 

Signed on behalf of The Sun Life Assurance Company of Canada 1988 UK & Irish Employee Benefits Scheme: 

 

 

 

 

Trustee 

  

20 July 2023 Date 
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Section 8 – Implementation Statement (Forming part of the 
Trustees’ Report) 
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Implementation Statement (continued)  
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Implementation Statement (continued) 
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