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IMPERIAL TOBACCO PENSION FUND 
 

Trustee and Advisers to the Fund 

 

Trustee Imperial Tobacco Pension Trustees Limited 

  

Directors of the Trustee See page 2. 

  

Actuary Lorna Johns, Towers Watson Limited 

  

Independent auditors RSM UK Audit LLP 

  

Legal adviser Osborne Clarke LLP 

 

Employer covenant adviser 

 

 

Towers Watson Limited 

Investment adviser Isio Group Limited 

  

Risk Transfer adviser Hymans Robertson LLP 

  

Investment managers AXA Investment Managers Paris 

 Hayfin Capital Management LLP 

 Legal & General Investment Management Limited 

  

Annuity provider Standard Life 

  

Investment custodian The Northern Trust Company 

  

Property managers DTZ Investment Management Limited 

 PGIM Real Estate (UK) Limited  

Property valuers Jones Lang LaSalle Limited (to 31/03/2026) 

CBRE (from 01/04/2026) 

  

Additional Voluntary 

Contribution provider 

 

Legal & General Assurance Society Limited 

  

Defined Contribution Section 

provider 

 

Legal & General Assurance Society Limited 

  

Bankers The Royal Bank of Scotland PLC 

  

Name and address for 

enquiries 

Head of UK Pensions: R J A Egginton (from 01/05/2025), 

J Killick (to 30/04/2025) 

Pensions Manager:  L J Callaghan 

Financial Controller:  R Harris (from 20/04/2026), 

D J Lee (to 19/04/2026) 

 Imperial Tobacco Pension Fund, 

PO Box 3242, Winterstoke Road, Bristol, BS3 9GY 

 Email: pension.enquiries@impbrands.com  

Website : www.myimperialpension.com 
 

The above appointments were those during the year to 31/03/2026 and to date of signing the financial statements. 
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          TRUSTEE REPORT 

Imperial Tobacco Pension Fund has a corporate Trustee, Imperial Tobacco Pension Trustees Limited, 

which has a number of Directors. These Directors are referred to as Trustees throughout this section.  

 

The Trustee of Imperial Tobacco Pension Fund (the “Fund”) present their annual report together with 

The Chair’s Annual Governance Statement, the investment report, financial statements, summary of 

contributions, compliance statement and actuarial statements and certificate for the year ended 

31 March 2026. The report provides information about the management of the Fund and details of 

activities during the year, including sections on directors, the Fund’s current financial position and the 

Statement of Trustee’s Responsibilities. 

 

The Fund is the pension scheme for Imperial Tobacco Limited, the sponsoring employer, referred to 

in this Report as “the Company”, whose address is 121 Winterstoke Road, Bristol, BS3 2LL. The Fund 

is also the pension scheme for Imperial Brands PLC. Historically the Fund’s provision has been on a 

“Defined Benefit” basis, with pensions linked to members’ final salaries, but since 1 October 2010 

provision for new entrants is on a “Defined Contribution” basis and since 1 October 2023 all active 

members’ benefits are on a “Defined Contribution” basis. 

 

Trustees 

The Board of directors of the Trustee comprises up to six persons nominated by the Company, plus 

one person nominated from the employee members of the Fund and two persons nominated from the 

pensioner and deferred pensioner members of the Fund. Provisions covering the appointment and 

removal of Trustee directors are contained in the Trustee articles of association. The three member-

nominated directors are selected by a panel established by the Board of directors of the Trustee. Other 

than the three member-nominated directors, the powers of appointment and removal of directors are 

only exercisable by the Board of the Trustee but are subject to the consent of the Company. Member-

nominated directors are appointed to serve a four-year term.  

 

The directors of the Trustee during the year and up to the date of approval of the Annual Report were:- 

Dalriada Trustees Limited, represented by T Lukic (Chair from 1 June 2025) 

T Dunnage 

K E Green-Mann 

L M Hall 

K Hill  

J W King 

L Malt (appointed 1 March 2026) 

R J Parker (resigned 10 October 2025) 

M G Staunton (appointed 1 April 2025)  

H F Clatworthy (resigned as a Trustee director and Chair on 31 May 2025) 

 

The directors selected by pensioner and deferred pensioner members were K Hill and K E Green-Mann.   

The director selected from the employee members was L Malt, appointed on 1 March 2026, replacing RJ 

Parker who resigned 10 October 2025. H F Clatworthy resigned as a Company nominated director and as 

the Chair, after nine years in office, on 31 May 2025. M G Staunton was appointed as Company nominated 

director on 1 April 2025. Dalriada Trustees Limited is a Company nominated independent director, 

represented by T Lukic and it was appointed as Chair from 1 June 2025. The Chair, the independent 

Trustee and the member-nominated directors are paid for their services (2026: £200,000; 2025: £200,000 

see Note 24, page 67). 
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The Secretary to the Trustee is R J A Egginton. He was appointed on 1 May 2025.  J Killick resigned 

as Secretary to the Trustee on 30 April 2025. The Trustee Board meet quarterly to discuss current 

issues, reports prepared by the Pensions team, the Fund’s advisors, investment performance and policy. 

Decisions are taken by a majority of the votes of those present with the Chair having a casting vote. 

Investment Committee 

The Investment Committee monitors the activities of the Fund’s external investment managers on behalf 

of the Board and considers all matters relating to the Fund’s investment strategy. The Committee is 

appointed by the Board and comprises three directors, namely the Chair, serving ex-officio, together 

currently with one member-nominated director and one Company-nominated director. The Head of UK 

Pensions, who is responsible for relationships with the Fund’s investment managers on a day-to-day basis, 

acts as Secretary to the Committee and meetings are also attended by the Fund’s external investment 

advisers. Members of the Committee at the year- end were K Hill. MG Staunton and Dalriada Trustees 

Limited, represented by T Lukic. 

Advisers 

Written agreements are in place between the Trustee and each of the Fund’s advisers, as listed on page 

1, and also between the Trustee and the Company in relation to the administrative services provided 

to the Trustee by the Company’s Pension Fund Office. The performance of the advisors is monitored 

on an on-going basis by the Trustee. 

  

Membership 

 
During the year the following changes, including the closure to DB accrual (see section on benefits), 

occurred in the membership of the Fund: 

Defined Benefit Section     Deferred Pensioners  

 Pensioners Dependants   Full GMP Over NRA Total 

At 1 April 2025     9,842      2,323  1,654      658        9,023     23,500 

  Adjustments*             -           - - -       (7)         (7) 

  New Dependants             -        140 - - -         140 

  Over normal retirement age  

  (NRA) 

          39            -    (26)       (61)          48         - 

   Retirements         201             -  (130)         (71)         -          - 

   Child allowances ceased          - (3)     - - -           (3) 

   Deaths         (430)       (193)    (6)         (33)         (64)       (726) 

   Transfers Out - -    (6)          (5)                (4)         (15) 

   Full Commutations         (24)       (43)         (11)       (36)         (40)        (154) 

   EPB settlements                -            -              -          -          (40)          (40) 

At 31 March 2026     9,628      2,224    1,475          452      8,916     22,695 

 
 

*Adjustments listed above relate to closure of historic test records as well as one record which was revoked but not closed.   
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Defined Contribution Section Members 

In Service 
Deferred Pensioners 

Full 
  

Total 

At 1 April 2025       1,155 1,107   2,262 

  Adjustments**          10     (10)           -    

  New Entrants         176     -      176 

   Retirements           (2)      (7)         (9) 

   Deferrals         (92)    92         - 

   Transfers Out           -    (62)        (62) 

   Surrendered           -      (20)         (20) 

At 31 March 2026      1,247                     1,100   2,347 

 
**Adjustments listed above relate to retrospective changes to L&G’s records between Active and Deferred status as at 31 March 2025.  

 

 
Total Membership  2026 2025 

Members in service                        1,247                1,155 

Pensioners                      11,852              12,165 

Members entitled to deferred benefits                      11,943              12,442 

                      25,042              25,762 

 

The membership numbers shown in the Defined Benefit Section above include 8,916 (2025: 9,023) 

deferred members over normal retirement age who have not yet claimed their benefits. The vast 

majority of these are members with very small EPB pensions (8,170), which on payment would be 

fully commuted for a one-off lump sum. There are also 240 full deferred members and 556 GMP only 

members in this category. Some of the members in this category will be members that the Trustees 

have been unable to trace and others will be members who have decided not to draw their benefits on 

reaching their normal retirement age. Deferred pensioners with GMP only or EPBs are entitled to 

statutory benefits only having received refunds of their contributions on leaving service. GMP stands 

for Guaranteed Minimum Pension (under the Social Security Pensions Act 1975) and EPB stands for 

Equivalent Pension Benefit (under the National Insurance Act 1965). 

 

The number of new entrants to the DC Section include members who were automatically enrolled but 

then opted-out within one month of joining. The opt-outs are either recorded as withdrawals or refunds 

where they were entitled to receive a refund of their contributions (less tax) on opting-out. 

 

Pension Increases 

Details of pension increases are shown in the Compliance Statement on page 71. 

 

Transfer values 

Cash equivalents paid during the year with respect to transfers have been calculated and verified in the 

manner prescribed by the Pension Schemes Act 1993 and do not include discretionary benefits (see 

Compliance Statement on page 71).  
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Report on Actuarial Liabilities for the defined benefit section 

The most recent triennial actuarial valuation of the Fund was carried out at 31 March 2025, the results 

of which are set out in the Scheme Actuary’s report dated 16 March 2026. As required by the Pensions 

Act 2004 (the “Act”), the Trustees formulated a Statement of Funding Principles (“SFP”) relating to 

the Defined Benefits section, agreed with the Company, in connection with this valuation. 

 

The Act requires that the outcome of an actuarial valuation must be communicated to members in a 

Summary Funding Statement. The following is an extract from the Statement due to be issued to 

members in summer 2026 in the annual report to members giving the results of the triennial valuation 

as at 31 March 2025, compared with the position of the annual actuarial report as at 31 March 2024.  

The triennial valuation as at 31 March 2028 will be made available before 30 June 2029. In intervening 

years, the Trustee will obtain annual actuarial reports on developments affecting the Fund’s funding 

position. The level of contributions will be reassessed as part of the 2028 triennial valuation.  

 

Results of the 2025 valuation 

 

The Fund now has two main funding objectives: the first comes from UK pensions law and the second 

is specific to this Fund. 

 

1. Statutory funding objective. This assumes the Fund continues to operate as it does now. The 

objective is to have enough assets to pay for all pensions in the future.  The assumptions used to 

calculate the statutory funding objective are required by law to be prudent. 

 

2. Winding-up objective. This is for the Fund to have enough assets to cover the cost of securing 

benefits with an insurer if the Fund was discontinued. 

 

The table below shows the results of the most recent actuarial valuation as at 31 March 2025 and the 

annual actuarial report as at 31 March 2024.    

 

 

1. Statutory funding objective 2024 2025 

Assets £2,661m £2,316m 

Technical Provisions £2,444m £2,163m 

Surplus/(deficit) £217m £153m 

Funding level 109% 107% 

 

2. Winding-up objective 2024 2025 

Assets £2,661m £2,316m 

Winding-up cost £2,711m £2,313m 

Surplus/(deficit) (£50m) £3m 

Funding level 98% 100% 

 

Figures may not sum due to rounding. 
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Development of the Fund’s position over the year to 31 March 2025 

 

The funding position on the winding up objective has improved since 31 March 2024 and is now 

slightly above 100%, partly as a result of improved pricing from insurers.  The statutory funding 

objective continues to show a strong surplus despite a slight reduction to the funding level over the 

year. 

 

The trustee board believes that, together with the continuing commitment from the Company, members 

have a high degree of security for the benefits they have been promised.  

 

Company contributions and Contingent Funding Arrangements  

 

As a result of the strong funding position no Company contributions are due this year in the year to 

March 2026, and the full c£8m held in a separate escrow account outside the Fund has been returned 

to the Company.   

 

The Fund continues to benefit from additional security: 

• Company agreement to pay deficit contributions if required in future, depending on the size of 

the winding up deficit. 

• Increased contributions of three times the annual deficit contribution each year if the credit 

rating of Imperial Brands PLC falls below investment grade. 

• The continuing formal parent company guarantee from Imperial Brands PLC. 

• The Fund has previously held surety guarantees which could be called upon by the trustee board 

in specified circumstances, such as the Company’s liquidation. Due to the strong funding 

position and the continued improvement over 2025 the Trustee has released the existing 

guarantees subject to reviewing annually with the Company whether these should be put back 

in place. 

 

Method  

 

The actuarial method used in the calculation of the statutory funding objective (the ‘SFO’) is known 

as the Projected Unit Method.  

 

The actuarial method to be used in connection with the winding-up objective (the ‘WUO’) is known 

as the Defined Accrued Benefit Method. 

 

Significant actuarial assumptions 

 

The assumptions set out below in respect of the WUO have been used to calculate liabilities for 

members covered by the buy-in and those not covered with the exception of the discount rate.  At 31 

March 2025, the discount rate assumption used to calculate the liability value of the benefits insured 

by the buy-in was set in line with the gilt yield curve plus 0.49%, consistent with the premium paid 

for the insurance contract. The same assumptions have been used to calculate liabilities for members 

covered by the buy-in for the SFO so that the liability value, on all bases, of the benefits insured by 

the buy-in are the same. 
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Discount interest rate: 

 

SFO: For the 2025 actuarial valuation a gilt yield curve approach plus 0.4% for all members.  

 

WUO: For the 2025 valuation and specifically for the members not covered by the buy-in, a gilt yield 

curve approach for pensioners plus 0.45% and a gilt yield curve approach less 0.05% for all other 

members.  

 

Future Consumer Price inflation: 

SFO: For the 2025 actuarial valuation the assumed level of price inflation, as measured by the 

Consumer Prices Index (“CPI”) was derived using the RPI assumption less a margin (0.8% per annum 

up to 2030 and Nil thereafter). 

 

WUO: For the 2025 actuarial valuation the assumed level of price inflation, as measured by the 

Consumer Prices Index (“CPI”) was derived using the RPI assumption less a margin (0.7% per annum 

to 2030 and 0.1% per annum thereafter). 

 

Future pension increases: 

The assumptions for the 2025 actuarial valuation are set out in the table below: 

 

 SFO WUO 

Fund increases relating to pre-

2002 joiners 

In line with RPI In line with RPI plus a 

margin of 0.2% p.a. 

Fund increases relating to post-

2002 joiners 

In line with RPI adjusted 

to allow for the 5% cap 

by using the Black model 

with a volatility 

assumption of 1.6% p.a. 

In line with RPI 

 

Future Retail Price inflation: 

For the 2025 actuarial valuation the assumption of the long-term level of price inflation, as measured 

by the Retail Prices Index (“RPI”) was derived by looking at market expected rates of inflation across 

the whole curves as implied by the yield gap between the fixed-interest and index-linked Government 

bond yield curves. 

  



   

8 

 

Mortality rates: 

For the 2025 valuation the pensioner mortality rate assumption was set according to the Fund’s own 

recent mortality experience, also taking into account nationally compiled data, together with an 

allowance for continuing future improvements. Investigation of the Fund’s mortality experience since 

the last valuation has shown the Fund has experienced slightly higher death rates than the assumptions 

made at that time.  
 

The Fund’s most recent four years of experience, covering 2021 to 2025,  has been compared with the 

Self Administered Pension Schemes (SAPS) S4 tables, as published by the actuarial profession and 

based on the Continuous Mortality Investigation (CMI)_2023 improvements up to the mid point of the 

data, and a reasonably good fit has been found using the ‘best fit’ tables and ‘best fit’ multipliers for 

the pension population.  
 

At the 2025 valuation a postcode mortality study was also undertaken and the results of the Fund 

experience and postcode analyses were combined to produce the base table assumptions. A weighting 

of 75% has been applied to Fund experience and 25% to the postcode mortality results except for male 

works non-pensioners and female non-pensioners, where a weighting of 35% was applied to Fund 

experience and 65% to the postcode results. This results in the following tables: 
 

Group Base table Multiplier 

Males  

staff pensioner  

staff non-pensioner  

works pensioner  

works non-pensioner  

Females  

pensioner  

non-pensioner  

widow pensioner   

widow non-pensioner   

 

SAPS S4 Normal Health Male Amounts  

SAPS S4 Normal Health Male Amounts 

SAPS S4 All Pensioner G2 Male Amounts 

SAPS S4 All Pensioner G2 Male Amounts 

 

SAPS S4 All Pensioner G2 Female Amounts 

SAPS S4 All Pensioner G2 Female Amounts 

SAPS S4 Dependant G3 Female Amounts 

SAPS S4 Dependant G3 Female Amounts 

 

100%  

101%  

109%  

100%  

 

115%  

106%  

100%  

100%  
 

Future mortality improvements 
 

SFO: For the 2025 actuarial valuation the CMI 2024 projection model has been adopted with a 

smoothing parameter of 7.0, a long-term annual rate of mortality improvement of 1.5% and an initial 

addition of 0.75% for Male Staff members and 0.25% for Female members, dependants and Male 

Works members.  
 

WUO: For the 2025 actuarial valuation future mortality improvements were assumed to be in line with 

the CMI 2023 projection model with a smoothing parameter of 7.0, core weightings for 2020, 2021, 

2022 and 2023 experience and a long-term annual rate of mortality improvement of 1.5%, with an 

initial addition of 0.75% for Male Staff members and 0.25% for Female members, dependants and 

Male Works members.   
 

Next actuarial valuation 

The next triennial actuarial valuation of the Fund will be carried out as at 31 March 2028 and will 

include a full assessment of long-term market expectations at that date. The results of the valuation 

will be available before 30 June 2029.   
 

The Fund’s actuarial statutory certificate is on page 73.  
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Preparation and Audit of Financial Statements 

The Trustee confirms that the financial statements have been prepared and audited in accordance with 

United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards 

comprising FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of 

Ireland”, and applicable law). 

 

Changes in Benefits and Provisions 
 

Between 1 October 2023 and 30 September 2027, the contributions for former active members of the 

DB section to the DC Section, are subsidised by the Company.  The Company paid a one-off 

contribution for each individual in this group on 1 October 2023 and for certain members it paid the 

second instalment of an agreed additional contribution in October 2024, with one further instalment in 

October 2025. 

 

The Lifetime Allowance (LTA) was abolished at the start of the 2024-25 tax year and was replaced by  

the "Lump Sum Allowance" (LSA) and the "Lump Sum and Death Benefit Allowance" (LSDBA), 

which limits the amount of lump sum and lump sum death benefits that an individual could receive 

tax-free from registered pension schemes.  Where a member has used up either or both of their lump 

sum allowances they are able to take a new form of payment instead – a taxable "pension 

commencement excess lump sum" (PCELS). The Rules of the Defined Benefit section were amended 

to permit payment of a PCELS. 

 

The Rules of the Defined Contribution section were updated to allow employee members to effect a 

partial transfer of their DC pension pot.  Such transfers are permitted, subject to certain operational 

limits. 

 

Contributions 

The Actuary’s certificate regarding contributions from the Company and the members is on page 73 and 

the associated Schedule of Contributions is on page 74. No contributions were made to the Fund in the 

year to 31 March 2026 (2025 - £nil). Following the results of the March 2025 valuation the amount 

previously credited to an escrow account (an Imperial Tobacco Limited account pledged to Imperial 

Tobacco Pension Trustees Limited) was returned to the Company in March 2026. 

 

Employer covenant 

The Trustee monitors the Company’s financial ability and legal obligation to support the Fund in a 

number of ways, including an independent review by Towers Watson Limited (“TWL”) every three 

years; ongoing dialogue with the Company; review of the Company’s financial results and 

announcements and its credit rating provided by rating agencies. The independent assessment in 2025 

concluded that the covenant was “strong" on the Pensions Regulator’s scale. The Trustee considers the 

position is unchanged and will undertake a further independent assessment as part of the 2028 

valuation.    
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Management and custody of investments 

 

Defined Contribution Section 

 

The Trustee provides members access to a number of individual funds via the DC Provider, Legal and 

General Assurance Society Limited ('L&G').   

 

The Trustee is required to designate a default investment arrangement into which members who do 

not make their own choice of investment have their monies invested. The Trustee has designated 

“target-dated” funds with L&G, the L&G Target Date Fund range aligned to members’ target 

retirement age as the default investment arrangement for the Scheme. 

 

There is a range of pooled investment funds which serve to meet the needs and risk tolerances of the 

members in the DC Section. The Trustee recognises that members have differing investment needs 

and that these may change during the course of members’ working lives. They also recognise that 

members have different time horizons and attitudes to risk. The Trustee believes that members should 

be able to make their own investment decisions based on their individual circumstances. The Trustee 

provides suitable information for members so that they can make appropriate investment decisions. 

 

 

Defined Benefit Section 

 

Changes in investment arrangements  

In September 2022 and the following months in 2022 there were significant changes to investments 

linked to UK Government bonds as expectations of future interest rates and inflation rose. This was 

because of various factors, including the Government’s ‘mini-budget’ at the end of September, which 

led to fluctuations across investment markets and the need at short notice for additional collateral in 

the Liability Driven Investment (LDI) strategy. To provide additional liquidity the Trustee entered into 

a revolving credit facility with a consortium of banks and took out temporary loans to provide 

additional collateral in the LDI portfolio.  These loans have subsequently been repaid.  

 

Prior to September 2022 the LDI portfolio was 100% hedged on interest rates and inflation.  With the 

need for additional collateral the hedge level was reduced.  It was increased from 92% at the start of 

the year back to the target level of 100% by the year end. The LDI portfolio has a collateral buffer that 

is in line with the Pensions Regulator’s guidance on resilience standards.   

   

Distribution of DB assets 

A statement of the value of the Fund’s DB investments at the year-end appears in the audited financial 

statements, which are incorporated in this Report (see page 42). The table below shows the distribution 

of the Fund’s investments between the various asset classes in percentage terms, with any cash allocated 

to an asset class included as part of the Fund’s exposure to that asset class. 

 

Since May 2023 the Trustee has not set ranges around the asset allocation. The Trustee reviews the asset 

allocation at regular Investment Committee meetings and considers whether adjustments are appropriate.  

 

Details of the DB investment strategy are documented in the Statement of Investment Principles (SIP) 

adopted in January 2026. The SIP is available at:  www.myimperialpension.com 

 

 

 

http://www.myimperialpension.com/
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Asset Class  

31 March 2026 31 March 2025 

Actual Actual 

  %                      %     %                          % 

Cashflow-Driven Alternatives   16.7   30.4 

  Property   1.7   9.5   

  Private (Illiquid) Debt   4.5   

 

5.2 

  

  Multi Asset Credit   0.0   0.0   

  Secured Finance   5.5   8.3   

 Ground Leases   5.0  7.4   

          

Bond-like assets  81.9   69.0 

  LDI (Index-linked) 29.4   20.0   

 Corporate Bonds   8.9  3.6   

 Bulk annuity policy  43.6  45.4   

       

 Cash              1.4   0.6 

     100.0   100.0 

           
 

 
Investment managers 

The Trustee maintains a policy of appointing specialist investment managers for particular asset classes. 

The managers during the year, together with the asset classes for which they are responsible and their 

effective dates of appointment, are as follows. 

 
Type of mandate Manager Effective Date 

Liability Driven Investments 

 

Legal & General Investment 

Management Ltd. 

 

25 January 2017 

 

Corporate Bonds 

 

Legal & General Investment 

Management Ltd. 

28 November 2018 

 

Cashflow-Driven Investments 

- Property 

 

- Ground lease property 

 

- Private debt 

 

- Secured Finance 

 

 

DTZ Investment Management 

Limited 

PGIM Real Estate (UK) Limited 

 

Hayfin Capital Management LLP 

 

AXA Investment Managers Paris 

 

 

  1 August 1999 

 

8 September 2011 

                           

                         3 February 2017 

 

31 October 2018 

 
 

 

Each above manager has full discretion to select investments for the Fund within the designated asset 

class subject to objectives and restrictions set out in the relevant Investment Management Agreement 

between the Trustee and the manager or, in the case of pooled funds in the relevant fund prospectus. The 

Trustee monitors the performance of each manager against an agreed benchmark on a quarterly basis.   

 

Investment managers are remunerated on a fee basis, invoiced quarterly (page 41 and also Note 11 to the 

Financial Statements) or, in some cases, via deduction from the investment held. No investment managers 

are remunerated on a performance fee basis. 
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The Pension Fund Office (“PFO”) requests reports from the investment managers on their policies and 

procedures prepared in accordance with the framework for reporting known as AAF 01/20 issued by the 

Institute of Chartered Accountants in England and Wales (or its US equivalent). Where produced, the 

results of these reports are reviewed during the year received and any significant exceptions are reported 

to the Trustee. Whilst investment managers are not required to provide these reports, most of them do so 

with the only exception being PGIM Real Estate (UK) Limited. Whilst Hayfin does not produce its own 

report, it does submit those of their administrators.  

 

The bulk purchase annuity policy with Standard Life was entered into on 3 December 2021. The policy 

is for the benefit of the Fund as a whole and does not change the position of individual members who see 

no change as to how their pensions are provided. However, the policy receipts are dependent on the 

longevity of specific pensioner members. 

 

Property 

At the year-end the Fund held a portfolio of 5 (2025: 20) freehold and leasehold properties in the UK 

substantially let on both long and short term leases and subject to regular rent reviews. The distribution 

of the portfolio by sector comprised 52% invested in retail and 48% in offices (2025 split: 20% retail; 

65% industrial; 15% offices). The Fund also holds a portfolio of 17 (2025: 22) freehold ground leases in 

the UK. The properties are all valued quarterly by independent valuers. (See Note 14 to the Financial 

Statements). 

 

Custody of investments 

Custody arrangements are in place which, in the opinion of the Trustees, adequately safeguard the Fund’s 

assets.  

 

The appointed global custodian for the securities held in the Fund’s segregated portfolios during the year 

was The Northern Trust Company. Securities are held in the names of the custodian or its sub-custodians 

or nominees. Comparisons are made between the monthly reports received from the investment managers 

and the custodian to confirm that the assets held by the custodian correspond with those reported by the 

managers. The custodian produces bi-annual reports on its policies and procedures. These are reviewed 

and tested by its auditors in accordance with the framework for reporting known as The Statement on 

Standards for Attestation Engagements No.16 (SSAE 16) – Reports on the Processing of Transactions by 

Service Organisations, issued by the American Institute of Certified Public Accountants.  

 

UK properties and ground leases are held in the name of the Trustee or a nominee company wholly owned 

by the Trustee with all title documents for properties in England under the custody of the Fund’s solicitors, 

Osborne Clarke, and for properties in Scotland under the custody of Brodies LLP, solicitors in Scotland, 

as required by their law. 

 

Investment performance 

Over the year to 31 March 2026, investment markets delivered positive performance, supported by 

improving economic conditions and expectations of gradually easing monetary policy, although 

geopolitical developments and inflation concerns introduced periods of volatility across asset classes. 

Over the 12-month period, falling government bond yields led to an increase in the value of DB pension 

scheme liabilities and liability-driven investment assets.  
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Global equities recorded strong positive returns, driven by continued enthusiasm around artificial 

intelligence, robust corporate earnings, and a more supportive monetary backdrop. Over the year, index-

linked gilts outperformed nominal gilts, reflecting higher inflation expectations amid geopolitical 

uncertainty. Investment grade and high yield credit delivered positive returns of 4.6% and 6.1% 

respectively, supported by carry and modest spread tightening, with the latter driving the outperformance 

of high yield over investment grade. 

 

Property markets also achieved positive returns despite geopolitical tensions. In the UK, this was largely 

driven by retail, industrial and residential assets, while the office sector lagged slightly, albeit still 

generating positive returns. 

 

The Fund’s credit mandates delivered positive performance over the year, while property mandates were 

flat to marginally negative due to disposals of certain assets at discounts to NAV, which more than offset 

income gains. Overall, the Fund returned 3.3% for the year, compared to a benchmark return of 4.5%.  

 

The following table provides the Fund’s investment performance over various periods to 31 March 2026. 

 

Period to 31 March 2026 

 

Fund return % p.a. Benchmark return* % p.a. 

1 year        3.3        4.5 

3 years       -1.0        0.0 

5 years       -6.0       -5.7 

 
* The benchmark return is the weighted average ‘strategic target’ which is based upon the WTW modelling analysis used to set the investment 

strategy. The ‘strategic target’ was updated from 31/12/2025 to reflect WTW’s updated return assumptions for each asset class. 

 

Despite underperforming the benchmark, the Fund’s overall funding position remained at 104% over the 

12-month period ending 31 March 2026. Longer-term (3 and 5 year) returns were negative due to rising 

bond yields which reduced the value of both assets and liabilities. 

 

The Trustee’s primary objective for the DB Section is to invest the Fund’s assets in an appropriate and 

secure manner such that members’ benefit entitlements can be paid as and when they fall due. The 

investment strategy is set to achieve that objective, whilst also being mindful of the other risks identified 

in the Fund’s Statement of Investment Principles. Performance is considered against a range of metrics, 

including the strategic return but also mindful of considerations such as liquidity. 

 
Statement of Investment Principles 

In accordance with section 35 of the Pensions Act 1995, the Trustee has produced two Statements of 

Investment Principles (“SIP”), one for the Defined Benefit section and one for the Defined Contribution 

section (both updated in January 2026), which explain the Fund’s investment strategy and investment 

management structure, together with an account of the risks to which the Fund is exposed and the 

Trustee’s policies in relation to these risks. Copies of the SIP are available to members on request (see 

page 72) and online at  www.myimperialpension.com. The SIP for the Defined Contribution section is 

appended to this report (see page 80).  

 

 

 

 

 

 

http://www.myimperialpension.com/
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Environmental, Social and Corporate Governance 

The Trustee has formalised its approach to environmental, social, and corporate governance (“ESG”) 

in an ESG Policy Statement. The Statement was last reviewed in March 2026, with no change. It covers 

the Trustees’ ESG beliefs and the policy on how ESG factors should be integrated in investment 

decision-making. The Statement is available to members upon request. The Trustee believes that 

environmental, social, and corporate governance factors can be financially material; identifying and 

mitigating these risks where possible forms part of the Trustee’s fiduciary duty. 

 

The Trustee, with support from its investment consultant, produced its first Task Force on Climate-

related Financial Disclosures (“TCFD”) report covering the period from 1 October 2022 to 31 March 

2023. The most recent report for the year ended 31 March 2026 is available online at  

https://myimperialpension.com/library/tcfd-report-taskforce-on-climate-related-financial-disclosures-

2026. A climate delegation framework has been prepared, setting out the roles and responsibilities for 

managing climate-related risks and opportunities and climate risk has been included in the risk register.   

 

Within each asset class, the Trustee delegates the day-to-day investment decision making to the 

investment managers e.g. holding a bond issued by a particular company or exposure to a particular 

sector. In appointing and reviewing the Fund’s investment managers, the Trustee, with the assistance 

of its investment consultant, considers the managers’ expertise, track record and stated policies and 

frameworks on ESG related issues. 

 

The Fund’s investment managers should sign up and comply with common codes and practices such 

as the UNPRI and the UK Stewardship Code. If they do not sign up, they should provide a valid reason 

why. They should engage and collaborate with other market participants to encourage best practice on 

various issues such as board structure, remuneration, sustainability, social issues, risk management 

and debtholder rights. 

 

The Trustee will seek to understand each investment manager’s approach to engaging with portfolio 

companies and the effectiveness of these activities. Engaging with investment managers is an effective 

way of initiating change and ensuring better alignment with the Trustee’s ESG beliefs.  

 

The Trustee has not set any investment restrictions on the appointed Investment Managers in relation to 

particular products or activities but may consider this in future where the Trustee feels that these 

investments will generate superior long-term returns and/or lower risk. 

 

Employer-Related Investments 

Details of the Fund’s investments in Imperial Brands PLC are disclosed in Note 23 to the Financial 

Statements, as follows: 

 

There were no employer-related investments in the ordinary shares and corporate bonds of Imperial 

Brands PLC held directly by the Fund, or indirectly through pooled funds, at 31 March 2026. The 

value of self investment at 31 March 2026 was £1,213,000 in respect of administration costs due from 

the Company (see Note 20), representing 0.051% of the Fund’s Net Assets (2025: £1,007,000 

representing 0.037%).   
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Statement of Trustee’s Responsibilities 

The Trustee’s responsibilities in respect of the financial statements 

 

The financial statements, which are prepared in accordance with United Kingdom Generally Accepted 

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

are the responsibility of the Trustee. Pension scheme regulations require, and the Trustee is responsible 

for ensuring, that those financial statements: 

• show a true and fair view of the financial transactions of the Fund during the Fund year and of the 

amount and disposition at the end of the Fund year of its assets and liabilities, other than liabilities 

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

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

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

including 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 Trustee is responsible for selecting suitable accounting 

policies, to be applied consistently, making any estimates and judgements on a prudent and reasonable 

basis, and for the preparation of the financial statements on a going concern basis unless it is 

inappropriate to presume that the Fund will not be wound up. 

The Trustee is also responsible for making available certain other information about the Fund in the 

form of an Annual Report. 

The Trustee has 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 Fund and to prevent 

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

control. 

The Trustee is responsible for the maintenance and integrity of the pension and financial information 

included on the Imperial Tobacco Pension Fund website. 

The Trustee is 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 Fund by or on behalf of the employer and the active members of the Fund and the 

dates on or before which such contributions are to be paid. The Trustee is also responsible for keeping 

records in respect of contributions received in respect of any active member of the Fund and for 

adopting risk-based processes to monitor whether contributions are made to the Fund by the employer 

in accordance with the schedule of contributions. Where breaches of the schedule occur, the Trustee 

is required by the Pensions Acts 1995 and 2004 to consider making reports to the Pensions Regulator 

and to members. 

The Trustee is satisfied that these responsibilities have been properly carried out in respect of the year 

ended 31 March 2026. 

 

The Trustee’s report was approved by the Trustee and signed on its behalf by: 

 

 

 

 

Dalriada Trustees Limited, represented by T Lukic – Chair    

On behalf of the Imperial Tobacco Pension Trustees Limited Board                        
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THE CHAIR’S ANNUAL STATEMENT REGARDING GOVERNANCE OF THE 

DEFINED CONTRIBUTION FUNDS IN THE IMPERIAL TOBACCO PENSION FUND 

(“the Fund”) 

 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 (“the 

Administration Regulations”) require the Trustee to prepare an annual statement regarding 

governance, which must be included in the annual Trustee report and accounts and published 

online. These governance requirements apply to all defined contribution (“DC”) pension 

arrangements and aim to help members achieve a good outcome from their pension savings. 

This statement covers the period from 1 April 2025 to 31 March 2026 (“the Fund Year”) and is 

signed on behalf of the Trustee by the Chair. 

 

This statement covers governance and charge disclosures in relation to the following: 

1. Changes to the defined contribution arrangements over the year 

2. The default arrangement used to invest members’ funds and other funds members can 

select; 

3. Net investment returns; 

4. The charges and transaction costs borne by members (and illustrations of the 

cumulative effect of these costs and charges); 

5. Processing of core financial transactions; 

6. A value for members assessment; and 

7. Trustee knowledge and understanding. 

 

The Fund has two arrangements providing DC benefits to members: 

• The Defined Contribution section which was opened for new Fund entrants on 1 October 

2010 (total value at 31 March 2026 £155,515,903). Since 1 October 2023, all active 

members have built up benefits in the DC section. The assets of the DC section are 

managed by Legal and General Assurance Society Limited ("L&G"). L&G also 

administers the DC section (other administration services are provided by Imperial’s 

Pensions Fund Office (“PFO”)); and 

• Defined Benefit section members' Additional Voluntary Contributions (“AVCs”) which 

are also invested with L&G (value as at 31 March 2026, £2,604,122 is included in the 

total DC section total value above). 

Following the appointment of L&G, the Trustee agreed to offer Defined Benefit members access 

to the investment options in the DC section for the purposes of investing AVCs. These 

arrangements are considered as part of the DC section throughout this statement. 
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1.1. Changes to the Defined Contribution arrangements over the year 

Over the year, there have been no material changes to the structure of the DC arrangement. The 

Trustee completed a significant review of the default arrangement in the previous year, 

concluding that it was fit for purpose but not reflective of the best-in-class arrangements available. 

This resulted in the appointment of L&G as the Fund’s investment and administration provider, 

replacing Aegon. Contributions for active members began being invested with L&G from 1 

October 2024, with the bulk transfer of assets for active and deferred members completing on 8 

January 2025, and AVC assets for Defined Benefit members transferred on 10 February 2025.   

Following the implementation of the changes, the Trustee has continued to monitor the default 

arrangement and remains satisfied that it continues to be appropriate for the membership. 

L&G reviewed its default investment strategy, Target Date Fund, during the Fund year and agreed 

to increase the allocation to growth assets within the growth phase from c.89% to 100%, which 

was implemented Q4 2025. L&G also agreed to increase the allocation to growth assets in the at-

retirement phase, which is due to be implemented using a phased approach post Fund year end. 

 

2.1 The default arrangement 

The Defined Contribution section is used as a Qualifying Scheme for auto-enrolment purposes. 

 

When members are automatically enrolled into the Defined Contribution section, their retirement 

age is set as age 65 and contributions are invested in the default arrangement, which is the L&G 

PMC Target Date Funds 3 range of funds. 

 

The Trustee is required to design the default arrangement in members' interests and keep it under 

review. The Trustee needs to set out the aims and objectives of the default investment strategy 

and take account of the level of costs and the risk profile that are appropriate for the Fund's 

membership. 

 

Details of the objectives and the Trustee's policies regarding the default arrangement can be found 

in the ‘Statement of Investment Principles’ ("SIP"). The Fund's current SIP is included on page 

80 of this report.  The SIP was updated during the Fund Year, in January 2026, to reflect the 

Trustee’s compliance with the General Code of Practice and the latest investment offering 

available to members. 

 

The aims of the default fund are detailed in the SIP.  Extracts are set out below:  

 

• The lifestyle strategy targeting a flexible retirement outcome has been chosen as the 

default option by the Trustee. The strategy initially aims to maximise return, at an 

appropriate level of risk for the majority of members’ working lives before switching 

into diversified funds as retirement approaches, to target a flexible retirement outcome 

for members to decide how they wish to access their savings.  
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• The lifestyle strategy’s growth phase invests in equities and other growth-seeking assets 

that provides growth along with some downside protection and some protection against 

inflation erosion. As a member’s pot grows, the investment risk will have a greater 

impact on member outcomes. Therefore, the Trustee believes that a default strategy 

which seeks to reduce investment risk as the member approaches retirement is 

appropriate. 

The L&G PMC Target Date Funds 3 adjust the way members’ pension savings are invested as 

they move closer to retirement, spreading risk by investing in a range of asset classes throughout, 

and reducing investment risk as members approach retirement age. 
 

The aim of the L&G PMC Target Date Funds 3 is to provide opportunity for growth in the early 

years of investment by investing predominantly in equities. As retirement approaches, assets are 

switched to lower risk investments which have historically been less volatile, with the aim of 

protecting the value of the accumulated fund. 
 

The chart below shows the structure of the L&G PMC Target Date Funds 3 2065-2070 ‘vintage’, 

which is the fund a member would be put in if they had a target retirement date between 2065-

2070. This means as at 31 March 2026 the member invested in this fund would be between 39 

and 44 years from retirement. The member will stay invested in this vintage for their entire savings 

journey. The asset allocation shown is dynamic and is expected to evolve over time. Other target 

date fund ‘vintages’ may have a different asset allocation to the one shown below. 
 

Over the year, L&G updated the asset allocation of the growth phase of the Target Date Funds to 

increase exposure to growth assets and in turn the potential for better member outcomes. 

 

The chart also shows the asset allocation for members that choose to continue contributing or 

defer taking their pension beyond their normal retirement age ('Stage 3 – Retirement' in the 

chart). Please note that the Fund does not offer a drawdown facility so members will not be 

able to stay invested in the Fund while taking their pension benefits.  To access retirement 

options such as lump sums and drawdown, members must transfer out to another arrangement. 

Members considering taking flexible income can access the Legal & General WorkSave 

Mastertrust Pension Access Scheme or they can switch to another provider. Members can find 

out more about the Pension Access Scheme at https://www.legalandgeneral.com/imperialpas 
 

 

￼Source: L&G 

 

https://www.legalandgeneral.com/imperialpas
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The Trustee is responsible for the Defined Contribution section's investment governance, 

which includes setting and monitoring the investment strategy for the default arrangement. 

The Investment Committee is responsible for monitoring and reviewing the investment 

performance and suitability of the fund range offered, including the default arrangement for 

the DC section. 
 

2.2. The asset allocation of the default arrangement 
 

The Trustee is required to disclose the full asset allocation of the default arrangements. 
 

The table below shows the percentage of assets allocated in the default arrangement to specified 

asset classes for members of different ages (with a retirement age of 65) for the current default 

arrangement managed by L&G. 
 

Table 1 

Asset class 

Strategic and Actual asset allocation as at 31 March 2026 (%) 

25 years old 45 years old 55 years old One day to State 
Pension Age 

Cash 0.2 0.2 0.9 7.1 

Bonds 5.0 5.0 17.7 51.5 

Fixed Interest Government 
Bonds 

- - 4.2 6.3 

Index Linked Government 
Bonds 

- - 1.6 11.1 

Investment Grade Bonds - - 6.4 26.8 

Non-Investment Grade Bonds 5.0 5.0 5.5 7.3 

Equities 87.1 87.1 76.9 20.0 

UK Equities 4.6 4.6 5.6 1.7 

Developed Market Equities  70.8 70.8 63.1 15.8 

Emerging Market Equities 10.0 10.0 7.4 2.4 

Private Equities 1.8 1.8 0.8 0.2 

Infrastructure 4.2 4.2 2.0 2.9 

Property / Real Estate 3.1 3.1 2.5 4.5 

Private Debt / Credit 0.2 0.2 0.0 13.4 

Other 0.2 0.2 0.0 0.6 

Total 100 100 100 100 
Source: L&G, Isio calculations 

 

2.3. Specified performance-based fees 
 

Where a fee is calculated by reference to the returns from investments held by the Fund and is 

not calculated by reference to the value of the member’s rights under the Fund, the Trustee must 

state the amount of any such performance-based fees in relation to each default arrangement. 

During the Fund Year there were no such fees levied on the default arrangement and accordingly 

no assessment of the extent to which they represent good value has been carried out. 
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2.4. Review of the investment strategy and performance of the default arrangement 
 

The Trustee undertakes a formal investment strategy review of the default arrangement at least 

every 3 years. 
 

The last review concluded on 20 June 2024 and as a result the strategic changes detailed earlier 

in this statement were implemented.  The next review is due in 2027.  
 

The Investment Committee reviews the performance of the default arrangement against the 

benchmark(s) set by L&G on a quarterly basis as well as receiving presentations from L&G 

when appropriate. The performance review includes an analysis of the value of the funds 

invested in the default strategy and the self-select funds and of fund performance to check that 

the risk and return levels meet expectations. The relevant performance reviews carried out by 

the Investment Committee over the Fund Year concluded that the default arrangement with L&G 

was performing broadly both as expected and remains consistent with the aims and objectives 

set out in the SIP. 

2.5. AVCS 

The AVC arrangements do not have a default arrangement, as defined in the Occupational 

Pension Scheme (Investment) Regulations 2005 since they relate only to AVCs of members of 

the DB section. Members have to choose which funds their AVCs are invested in. 

 

3. Net Investment Returns 

The Trustee is required to report the net investment returns for each default arrangement and for 

each non-default fund which members of the Fund are invested in. Net investment return refers 

to the return on a fund minus all member-borne transaction costs and charges. 
 

The net investment returns reported here have been prepared with regard to statutory guidance. 

The guidance states that, for arrangements where the net returns vary with age, such as the L&G 

PMC Target Date Funds 3, net investment returns should be shown for a member aged 25, 45 and 

55 at the start of the investment reporting period. For completeness, we have reported the net 

investment returns for all L&G PMC Target Date Funds 3 ‘vintages’ held over the Fund Year. 
 

Performance has been shown over 1 and 5 year periods where available. Some funds were 

launched less than 5 years ago, therefore 5-year returns are not available. 

It is important to note that past performance is not a guarantee of future performance. 

 

3.1 Defined Contribution section - default arrangement – L&G PMC Target Date Funds 3 
 

Table 2 

Age of member at the start of the investment reporting period 

Net investment return to 31 March 
2026 

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

25 14.7 6.6 

45 14.7 6.2 

55 13.3 5.3 

Source: L&G 
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3.2 Defined Contribution section – all L&G PMC Target Date Funds 3 and self-select funds 

invested in during the Fund Year 

 

Table 3 

Fund name 

Net investment return to 31 
March 2026 

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

L&G PMC 2065 - 2070 Target Date Fund 3 14.7 6.6 

L&G PMC 2060 - 2065 Target Date Fund 3 14.7 6.5 

L&G PMC 2055 - 2060 Target Date Fund 3 14.7 6.5 

L&G PMC 2050 - 2055 Target Date Fund 3 14.7 6.5 

L&G PMC 2045 - 2050 Target Date Fund 3 14.7 6.2 

L&G PMC 2040 - 2045 Target Date Fund 3 14.7 5.6 

L&G PMC 2035 - 2040 Target Date Fund 3 13.3 5.3 

L&G PMC 2030 - 2035 Target Date Fund 3 10.7 4.2 

L&G PMC 2025 - 2030 Target Date Fund 3 8.5 3.3 

L&G PMC 2020 - 2025 Target Date Fund 3 7.3 3.1 

L&G MT Active Global Equity Fund -1.6 n/a 

L&G MT UK Smaller Companies Fund 12.3 n/a 

L&G MT Emerging Markets Index Fund 17.4 4.3 

L&G MT Global Fossil Fuel Exclusions Equity Index Fund 13.7 n/a 

L&G MT Future World Multi-Asset Fund 10.8 4.3 

L&G MT Global Developed Index Equity Fund 15.8 10.9 

L&G MT Short Dated Bond Index Fund 4.5 2.0 

L&G MT Smaller Companies Index Fund 21.1 6.2 

L&G PMC AAA-AA-A Corporate Bond All Stocks Index Fund 3 3.5 -1.1 

L&G PMC Cash Fund 3 4.1 3.3 

L&G PMC Ethical Global Index Equity Fund 3 17.1 11.5 

L&G PMC FW Global Multi-Factor Equity Index Fund 21.6 9.8 

L&G PMC Global Diversified Bond – GBP Currency Hedged Fund 3 4.8 n/a 

L&G PMC HSBC Islamic Global Equity Index Fund 3 17.3 12.9 

L&G PMC Multi-Asset Fund 3 11.4 4.4 

L&G PMC Future World Annuity Aware Fund 3 2.4 -5.1 

L&G PMC Sustainable Property Fund 3 5.6 2.9 

L&G PMC CT Managed Equity 3 12.7 5.9 

L&G PMC UK Index Equity Fund 3 22.0 11.0 

L&G PMC World (Ex-UK) Equity Index Fund 3 17.0 11.0 

Source: L&G 

Note: Given that new contributions were transferred to L&G on the 1 October 2024 and existing 

members were transferred on 8 January 2025, fund returns over 5 years are indicative and not 

reflective of actual member experience.  
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3.3 AVCs  
 

Members with AVCs have access to the fund range available to members of the DC section.  For 

AVCs the net investment returns apply as shown in section 3.1.  

 

4. Member-borne Charges and Transaction Costs 

The Trustee must report the level of charges and costs borne by members through their 

investments during the Fund Year. These comprise: 

 

• Charges – which represent the explicit costs associated with operating and managing a 
members’ account or policy. 

 

• Transaction costs, which are incurred when the fund manager buys and sells assets within 

investment funds. These are implicit and are reflected in the unit price of funds, or the 
fund value quoted for With Profits funds. 

 

The Trustee is also required to produce an illustration of the cumulative effect of the costs and 

charges on members’ retirement fund values as required following the Occupational Pension 

Schemes (Administration and Disclosure) (Amendment) Regulations 2018. 

 

The Trustee has taken account of statutory guidance when compiling the information in this 

section, which uses a median aged member and the youngest member in the Fund.   

 

Except as stated below, all costs and expenses relating to DC benefits (including advisory costs) 

are borne by the Trustee and are not passed onto members. 

 

4A.1. Defined Contribution section 

Members of the Defined Contribution section pay the following charges: 

 

• An administration charge (Annual Management Charge (“AMC”)) which covers the cost 

of running their policy. This is met by cancelling units each month as shown on members’ 

annual benefit statements and transaction history; 

• A Fund Management Charge (“FMC”) which covers the cost of managing the fund(s) in 

which members are invested, including any additional expenses disclosed by the fund 

manager. This is met by adjusting the unit price of the funds members invest in (so it’s 

not shown separately on members’ annual benefit statements or transaction history). 

• The Total Expense Ratio (“TER”) is the term used to describe the total of all explicit 

charges members pay. This is made up of the AMC and FMC. 

• Members also bear transaction costs. 

 

The table below shows the explicit costs (the AMC and the FMC) and annual and five-year 

average implicit costs (transaction costs) on funds held through the Defined Contribution section 

as at 31 March 2026. These have been provided by L&G. 
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The TER on the default arrangement (the L&G PMC Target Date Funds 3) is 0.19% p.a. which 

is below the statutory charge cap of 0.75% p.a. 

 

Table 4 
Fund name 

AMC  
(% p.a.) 

FMC  
(% p.a.) 

Annual 
transaction 

cost (%) 

Average 
transaction 

costs  
(% p.a.) 

Total costs and 
charges 
(% p.a.) 

L&G PMC Target Date Funds 3 (the default 
arrangement) 

0.04 0.15 0.06-0.12 0.04-0.09 0.23-0.28 

L&G MT Active Global Equity Fund 0.04 0.68 0.19 0.09 0.81 

L&G MT UK Smaller Companies Fund 0.04 0.51 0.15 0.11 0.66 

L&G MT Emerging Markets Index Fund 0.04 0.26 0.04 0.04 0.34 

L&G MT Global Fossil Fuel Exclusions Equity Index Fund 0.04 0.16 0.00 0.02 0.22 

L&G MT Future World Multi-Asset Fund 0.04 0.16 0.05 0.04 0.24 

L&G MT Global Developed Equity Index Fund 0.04 0.10 0.00 0.01 0.15 

L&G MT Short Dated Bond Index Fund 0.04 0.12 0.00 0.00 0.16 

L&G MT Smaller Companies Index Fund 0.04 0.22 0.00 0.03 0.29 

L&G PMC AAA-AA-A Corporate Bond - All Stocks - Index 
Fund 3 

0.04 0.12 0.00 0.00 0.16 

L&G PMC Cash Fund 3 0.04 0.09 0.04 0.00 0.13 

L&G PMC Ethical Global Equity Index Fund 3 0.04 0.30 0.01 0.00 0.34 

L&G PMC FW Global Multi-Factor Equity Index Fund 0.04 0.24 0.20 0.10 0.38 

L&G PMC Global Diversified Bond – GBP Currency 
Hedged Fund 3 

0.04 0.37 0.27 0.06 0.47 

L&G PMC HSBC Islamic Global Equity Index Fund 3 0.04 0.20 0.00 0.00 0.24 

L&G PMC Multi-Asset Fund 3 0.04 0.13 0.01 0.02 0.19 

L&G PMC Future World Annuity Aware Fund 3 0.04 0.12 0.00 0.00 0.16 

L&G PMC Sustainable Property Fund 3 0.04 0.55 0.04 0.00 0.59 

L&G PMC CT Managed Equity 3 0.04 0.49 0.46 0.19 0.72 

L&G PMC UK Equity Index Fund 3 0.04 0.10 0.00 0.00 0.14 

L&G PMC World (Ex-UK) Equity Index Fund 3 0.04 0.12 0.00 0.02 0.18 

 
Note: Given that new contributions were transferred to L&G on the 1st October 2024 and existing members were transferred on 8th January 

2025, average transaction costs over the last five years are indicative and not reflective of actual member experience. In relation to the 

average transaction costs, a floor of 0% p.a. has been used for the transaction costs if these were negative when aggregated so as not to 

potentially understate the effect of charges on fund values over time. Total costs and charges (p.a.) reflect the AMC, FMC and average 

transaction costs. 

 

To give an example in monetary terms, a member invested in one of the L&G PMC Target Date 

Funds 3 with a fund value of £1,000 will pay an AMC of £0.40 a year (paid by cancelling units) 

plus a FMC of £1.50 a year, paid by adjusting the unit price. The costs of buying and selling assets 

in the L&G PMC Target Date Funds were between £0.60 and £1.20 per £1,000 over the year to 

31 March 2026. The unit price of the L&G PMC Target Date Funds took account of the costs of 

buying and selling assets in the Fund. 
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4A.2. AVCS 

Members with AVCs have access to the fund range available to members of the DC section.  For 

AVCs the same transaction costs and charges apply as shown in section 4A.1. 

 

4B.  Illustrations to show the cumulative effect of costs and charges 

 

In order to help members understand the impact that costs and charges can have on their 

retirement savings, the Trustee has provided illustrations to show their cumulative effect on the 

value of typical Fund members’ savings over the period to their retirement. 

 

The illustrations have been prepared having regard to statutory guidance, selecting suitable 

representative example members, and are based on a number of assumptions about the future 

which are set out at the end of this section. 

 

Members should be aware that such assumptions may or may not hold true, so the illustrations do 

not promise what could happen in the future and fund values are not guaranteed. Furthermore, 

because the illustrations are based on typical members of the Fund they are not a substitute for 

the individual and personalised illustrations which are provided to members in their annual 

Benefit Statements. The Fund does not offer members access to flexi-access drawdown therefore 

this option has not been taken into account in these illustrations. 

 

4B.1. Defined Contribution section 

For the Defined Contribution section, the Trustee has decided to illustrate two example members.  

 

In addition to the default investment for the example members, the Trustee has included 

illustrations showing: 

• L&G MT Short Dated Bond Index Fund – lowest assumed growth  

• L&G MT Smaller Companies Index Fund – highest assumed growth  

• L&G PMC Cash Fund – lowest charges  

• L&G MT Active Global Equity Fund – highest charges 

 

The tables illustrate the cumulative effect of the costs and charges after different time periods on 

members’ projected retirement pots for the example member invested in the relevant funds. The 

projected retirement fund is shown in today’s terms and so it already takes account of the effect 

of inflation between now and retirement. 

 

Youngest active member 

Current age is 21 and retirement age is 65. The existing fund value is £1,500 and annual 

contributions paid are £3,500 (£292 each month increasing by 2.5% each year in line with 

assumed salary increases).  

 

The Trustee has shown the 2065-2070 TDF (as the default investment for the youngest member).  
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For the youngest active member, the estimated impact of charges on accumulated fund values is 

shown in the tables below. 

 

Table 5 

Age 

L&G PMC 2065 - 2070 Target 

Date Fund 3 

L&G MT Short Dated Bond 

Index Fund 

L&G MT Smaller Companies 

Index Fund 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges)  

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

22 £5,113 £5,104 £9 £4,984 £4,979 £5 £5,145 £5,136 £9 

24 £12,723 £12,665 £58 £11,899 £11,867 £32 £12,936 £12,874 £62 

26 £20,876 £20,720 £156 £18,745 £18,665 £80 £21,443 £21,277 £166 

31 £43,888 £43,239 £649 £35,564 £35,270 £294 £46,295 £45,582 £713 

36 £71,220 £69,626 £1,594 £51,966 £51,335 £631 £77,266 £75,454 £1,812 

41 £103,681 £100,543 £3,138 £67,962 £66,877 £1,085 £115,861 £112,165 £3,696 

46 £142,235 £136,769 £5,466 £83,563 £81,912 £1,651 £163,957 £157,283 £6,674 

51 £188,024 £179,215 £8,809 £98,777 £96,458 £2,319 £223,894 £212,732 £11,162 

56 £242,408 £228,950 £13,458 £113,615 £110,530 £3,085 £298,586 £280,878 £17,708 

61 £306,999 £287,224 £19,775 £128,085 £124,144 £3,941 £391,667 £364,628 £27,039 

65 £367,297 £340,970 £26,327 £139,403 £134,715 £4,688 £482,377 £445,239 £37,138 

 
Table 6 
Age 

L&G PMC Cash Fund L&G MT Active Global Equity Fund 

Fund value 

(before 

charges) 

Fund value 

(after 

charges) 

Impact of 

charges on 

fund value 

Fund value 

(before 

charges) 

Fund value 

(after 

charges) 

Impact of 

charges on 

fund value 

22 £4,984 £4,980 £4 £5,113 £5,087 £26 

24 £11,899 £11,873 £26 £12,723 £12,553 £170 

26 £18,745 £18,680 £65 £20,876 £20,427 £449 

31 £35,564 £35,325 £239 £43,888 £42,040 £1,848 

36 £51,966 £51,453 £514 £71,220 £66,721 £4,499 

41 £67,962 £67,078 £884 £103,681 £94,905 £8,776 

46 £83,563 £82,218 £1,345 £142,235 £127,089 £15,146 

51 £98,777 £96,887 £1,890 £188,024 £163,841 £24,183 

56 £113,615 £111,100 £2,515 £242,408 £205,809 £36,599 

61 £128,085 £124,870 £3,215 £306,999 £253,734 £53,265 

65 £139,403 £135,578 £3,825 £367,297 £296,927 £70,370 
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Median active member 

Current age is 43 and retirement age is 65. The existing fund value is £82,200 and annual contributions 

paid are £31,400 (£2,620 each month increasing by 2.5% each year in line with assumed salary 

increases).  

 

The Trustee has shown the 2045-2050 TDF (as the default investment for the median member).  

 

For the median active member, the estimated impact of charges on accumulated fund values is shown 

in the tables below. 

 

Table 7 

Age 

L&G PMC 2040 - 2045 Target 

Date Fund 3 

L&G MT Short Dated Bond 

Index Fund 

L&G MT Smaller Companies 

Index Fund 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

44  £117,022   £116,758   £264   £113,110   £112,954   £156   £117,998   £117,715   £283  

48  £268,931   £266,519   £2,412   £235,214   £233,952   £1,262   £278,039   £275,368   £2,671  

53  £490,708   £482,592   £8,116   £384,441   £380,762   £3,679   £522,090   £512,770   £9,320  

58  £754,110   £735,890   £18,220   £529,974   £522,791   £7,183   £826,222   £804,533   £21,689  

63  £1,066,949   £1,032,824   £34,125   £671,906   £660,194   £11,712   £1,205,226   £1,163,105   £42,121  

65  £1,207,950   £1,165,458   £42,492   £727,690   £713,894   £13,796   £1,381,778   £1,328,558   £53,220  

 
 

Table 8 
Age 

L&G PMC Cash Fund L&G MT Active Global Equity Fund 

Fund value 

(before 

charges) 

Fund value 

(after 

charges) 

Impact of 

charges on 

fund value 

Fund value 

(before 

charges) 

Fund value 

(after 

charges) 

Impact of 

charges on 

fund value 

44 £113,110 £112,983 £127 £117,022 £116,231 £791 

48 £235,214 £234,188 £1,026 £268,931 £261,757 £7,174 

53 £384,441 £381,449 £2,992 £490,708 £466,800 £23,908 

58 £529,974 £524,129 £5,845 £754,110 £700,945 £53,165 

63 £671,906 £662,370 £9,536 £1,066,949 £968,323 £98,626 

65 £727,690 £716,456 £11,234 £1,207,950 £1,085,614 £122,336 
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4B.2. AVCS 

For the AVC arrangement, the Trustee has also decided to illustrate two example members. No 

members are currently paying contributions. 
 

Table 9 
Example Member 

Current Age Retirement Age Current fund value (£) 

Youngest member 42 65 8,200 

Median member 54 65 24,000 
 

 

In accordance with the guidance, we have produced illustrations to demonstrate the cumulative 

effect of the costs and charges for the Target Date Fund, L&G MT Global Developed Index 

Equity Fund and the L&G MT Smaller Companies Index Fund because these are the funds that 

represent the default and the self-select funds with the lowest and highest charges respectively. 
 

For the AVC example members, the estimated impact of charges on accumulated fund values is 

shown in the table below. 
 

    Youngest member 
 

Table 10 

Age 

L&G PMC 2045 - 2050 Target 

Date Fund 3 

L&G MT Global Developed 

Index Equity Fund 

L&G MT Smaller Companies 

Index Fund 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

43 £8,487 £8,465 £22 £8,487 £8,475 £12 £8,569 £8,545 £24 

47 £9,739 £9,613 £126 £9,739 £9,669 £70 £10,219 £10,078 £141 

52 £11,567 £11,269 £298 £11,567 £11,400 £167 £12,734 £12,385 £349 

57 £13,738 £13,210 £528 £13,738 £13,442 £296 £15,869 £15,221 £648 

62 £16,316 £15,486 £830 £16,316 £15,850 £466 £19,776 £18,707 £1,069 

65 £18,090 £17,035 £1,055 £18,090 £17,497 £593 £22,568 £21,170 £1,398 
 

Median member 

Table 11 

Age 

L&G PMC 2035 - 2040 Target 

Date Fund 3 

L&G MT Global Developed 

Index Equity Fund 

L&G MT Smaller Companies 

Index Fund 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

Fund 

value 

(before 

charges) 

Fund 

value 

(after 

charges) 

Impact 

of 

charges 

on fund 

value 

55 £24,648 £24,590 £58 £24,840 £24,804 £36 £25,080 £25,010 £70 

57 £25,997 £25,815 £182 £26,609 £26,494 £115 £27,388 £27,161 £227 

60 £28,160 £27,768 £392 £29,502 £29,247 £255 £31,254 £30,737 £517 

63 £30,503 £29,868 £635 £32,710 £32,285 £425 £35,666 £34,785 £881 

65 £32,173 £31,355 £818 £35,039 £34,485 £554 £38,948 £37,776 £1,172 
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4B.3. Assumptions and Data for Illustrations 

All fund values shown are estimates and are not guaranteed. 

The projected fund values and the effect of charges on fund values is rounded to the 

nearest £100. 

Fund values shown are in real terms and do not need to be reduced to allow for the effect 

of inflation. Inflation is assumed to be 2.5% p.a. consistent with the guidance. 

For the example active members of the Defined Contribution section, contributions are 

assumed to continue until retirement and to increase by assumed earnings inflation of 

2.5% p.a. 

The transaction costs have been averaged over five years in line with statutory guidance 

to reduce the level of volatility. A floor of 0% p.a. has been used for the transaction 

costs if these were negative when aggregated so as not to potentially understate the 

effect of charges on fund values over time. 

The projected growth rates and costs and charges used for the illustrations are shown in 

the table below. These are the same as the growth rates used by the providers for annual 

benefit statements. We have used a single growth rate for the Target Date Funds, 

irrespective of the length of time members have to retirement, consistent with L&G’s 

practice for annual benefit statements. 

 
Table 12 
Fund 

Total costs and 

charges1 

 
Growth rate (gross of charges) 

L&G PMC 2065 - 2070 Target Date Fund 3 0.28% p.a. 6.0% p.a. 

L&G PMC 2045 - 2050 Target Date Fund 3 0.27% p.a. 6.0% p.a. 

L&G PMC 2035 - 2040 Target Date Fund 3 0.24% p.a. 5.2% p.a. 

L&G MT Short Dated Bond Index Fund 0.16% p.a. 2.0% p.a. 

L&G MT Smaller Companies Index Fund 0.29% p.a. 7.0% p.a. 

L&G PMC Cash Fund 0.13% p.a. 2.0% p.a. 

L&G MT Active Global Equity Fund 0.81% p.a. 6.0% p.a. 

L&G MT Global Developed Index Equity Fund 0.15% p.a. 6.0% p.a. 

       1This is the TER plus the average transaction costs 

 

5. Processing of Core Financial Transactions 

The Trustee has a specific duty to ensure that core financial transactions are processed 

promptly and accurately. Core financial transactions include the investment of 

contributions, transfer of member funds into and out of the Fund, transfers between 

different investments within the Fund and payments from the Fund to and in respect of 

members/beneficiaries. 
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5.1. Defined Contribution section 

The bulk of the core financial transactions are undertaken on behalf of the Trustee by 

L&G. The Company is responsible for ensuring that contributions are paid to the Fund 

promptly. The Pension Fund Office monitors the contributions paid and investigates any 

anomalies. The Pension Fund Office reports Service Level Agreement (“SLA”) 

performance to the Trustee. The Trustee monitors the allocation of contributions based 

upon the quarterly administration reports provided by L&G. 

The Trustee has an SLA in place with L&G. This details a number of key administration 

processes to be performed and the target timescale within which each of these processes 

need to be completed. The SLA covers the accuracy and timeliness of all core financial 

transactions. Under the current SLA, L&G aims to complete investment of contributions 

within 24 hours, and all other core financial transactions within 5 working days. 

 

L&G uses automated processes wherever possible, to avoid the need for manual 

intervention. However, there will always be some manual tasks and L&G has processes in 

place to ensure these are completed promptly and accurately. L&G have an independent 

Business Standards Team which carry out the oversight of risk and controls for Operations. 

This includes: 
 

• Execution of a quality framework; 

• Ensuring Operations carry out quality assurance in accordance with the framework; 

and. 

• Review of results on a monthly basis and the production of a monthly quality 

report in conjunction with the Operations management team to identify any 
actions that are required where quality assurance has not met the benchmark. 

L&G processed all of the core financial transactions within the SLA since its appointment.  
 

The Trustee aims to have appropriate internal controls in place to minimise the risk of 

inaccurate or late payment of core financial transactions. Key processes include: 

• As well as processes described above, the Trustee receives quarterly 

administration reports on compliance with agreed standards and timescales to 

help it monitor that the SLAs of the Pension Fund Office and L&G are being met; 

and 

• L&G attends at least one Investment Committee meeting a year, and maintains 

regular communication with the Fund Secretary. 

The Trustee is therefore satisfied that over the period since appointment: 
 

• L&G was operating appropriate procedures, checks and controls; 

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

• L&G was operating within the agreed SLAs the majority of the time. Most core 

financial transactions have been processed promptly and accurately since 
appointment, with appropriate steps being taken to improve performance in 

instances where expectations have not been met.  
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5.2. AVCs  

The AVCs are processed in the same manner as the DC section, noting that no new 

contributions are payable, and the relevant findings in section 5.1 also apply.  

 

6. Value for Members Assessment 

The Administration Regulations require the Trustee to make an assessment of charges and 

transaction costs borne by members and the extent to which those charges and costs 

represent good value for money for members. 

There is currently no legal definition of "good value" and so the process of determining 

this for scheme members is a subjective one. The Trustee, with the support of their 

advisers, undertake an annual value for member assessment review in respect of the Fund 

Year to assess whether the Fund represents good value for its members. The review is 

carried out across seven key areas, covering costs and charges, investment, retirement 

support governance, administration, contributions and education and engagement. The 

review includes the use of a detailed scoring mechanism. The Trustee has taken account 

of the relevant guidance and the Pensions Regulator’s General Code of Practice when 

carrying out this assessment. Outcomes are documented with any areas for improvement 

captured in the Trustees’ remit for the year ahead. 

The Trustee's assessment for the year ended 31 March 2026 concluded that the 

charges and transaction costs borne by members of the Defined Contribution section 

and AVCs represented good value for members, taking account of the benefits of 

Fund membership. 

A summary of the assessment for both the DC section and AVCs benefit is set out below. 

6.1. Cost and charges 

 

Members pay the administration and investment costs of their policy in the Defined 

Contribution section or the AVC arrangement. 

 

Defined Contribution section - The Trustee identified costs and charges as the AMC and 

FMC, which make up the TER and transaction costs as set out in section 4 of this 

statement. Although no benchmarking information is available for transaction costs, those 

reported for the Defined Contribution section over the period appear reasonable when 

compared with similar funds. L&G typically uses cash flows to manage and minimise 

transaction costs and most investments in the Defined Contribution section are in the 

default Target Date Funds, using index-tracking funds which have lower transaction costs 

than actively managed funds.  

 

The Trustee arranged for AVC members’ funds to be transferred to the same arrangement 

and terms as the Defined Contribution section, enabling members to benefit from lower 

costs and charges it provides. 

 



Imperial Tobacco Pension Fund 

 

31 

 

 

6.2. Investment 

The Trustee believes that a well-designed investment portfolio that is subject to regular 

performance monitoring and assessment of suitability for the membership will make a 

large contribution to the delivery of good member outcomes. 

Defined Contribution section - the Trustee has chosen L&G’s range of target date funds 

as the default arrangement, following advice from its professional advisers and analysis of 

the membership. A suitable range of alternative investment options on the risk / return 

spectrum is made available to members, including a Shariah-compliant fund and funds 

with ethical and environmental, social and governance biases. 

 

The Statement of Investment Principles sets out the aims and objectives of the Defined 

Contribution section default investment strategy and this is reviewed at least every three 

years. 

 

The Investment Committee reviews investment performance after investment charges and 

transaction costs against the benchmarks set by L&G on quarterly basis. The investment 

performance reviews carried out since the appointment of L&G identified no major 

concerns in relation to the relevant investment objectives. 

  
The Trustee undertakes a formal review of the investment strategy every three years. The 

last review was completed on 24 June 2024.  As a result of the review the Trustee agreed 

to appoint L&G as investment and administration provider, replacing the incumbent, 

Aegon.  From 1 October 2024 contributions from active members were paid to L&G and 

on 8 January 2025 the funds held by Aegon for active and deferred members of the Defined 

Contribution section were transferred to L&G. 

 

The Trustee has concluded that the processes it has in place to review and monitor 

investments are suitable. 
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6.3. Retirement support 

 

The Trustee believes that retirement processes that enable members to make informed 

decisions and select appropriate option(s) at retirement help members understand and 

improve retirement outcomes.  

 

The Defined Contribution section allows members to access their funds as an 

uncrystallised fund pension lump sum (i.e. cash) or to take their entitlement to tax-free 

cash and use the remainder to buy an annuity. Members also have the opportunity to 

transfer their DC funds out of the Fund to a suitable arrangement, if they wish to draw 

income directly from their fund. For members considering taking flexible income the 

Trustee has signposted the availability of the L&G WorkSave Mastertrust Pension Access. 

Members of the Defined Contribution section have access to L&G’s Fund-specific 

website, which includes financial planning education materials and tools to support 

retirement decision making. 

The Fund allows defined benefit section members with AVCs to use their AVCs as the 

first source of tax-free cash from the Fund rather than having to commute defined benefit 

pension. The Trustee believes this option is valued highly by members who have made 

AVCs. Pre-retirement communications clearly set out the options available to members 

(i.e. standard benefit option, maximum cash option or no cash option). 

The Trustee has concluded that the retirement options available to members are 

appropriate for the Fund’s current DC membership and in line with those currently 

offered by similar schemes. 
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6.4. Governance 

The Trustee believes that having robust processes and structures in place to support 

effective management of risks and ensure members interests are protected should increase 

the likelihood of good outcomes for members. 

The Trustee has a business plan which is reviewed regularly. 

DC issues are included in the Fund's risk register, which is also reviewed regularly, and 

the Trustee and the Investment Committee take professional advice in respect of actuarial, 

legal and investment matters (the costs of which are not passed onto members). 

The Trustee has a service level agreement (“SLA”) in place with the Pension Fund Office 

and L&G and receives quarterly reporting on this. The Trustee also has appropriate 

internal controls in place to minimise the risk of inaccurate or late payment of 

contributions.  

Defined Contribution section - the Trustee has governance processes in place for the 

Defined Contribution section whereby core financial transactions and other key 

governance factors are monitored quarterly.  The Trustee has an SLA in place with L&G. 

This covers a number of key administration processes to be performed, including all core 

financial transactions and the target timescale within which each of these processes needs 

to be completed. The Pension Fund Office receives quarterly reports from L&G that 

enable the Pension Fund Office to monitor and report to the Trustee that the SLA is being 

met, and to investigate any instances where the SLA is not met. L&G also attend regular 

meetings with the Pension Fund Office to discuss any issues and queries. 

The Trustee’s DC advisers review the suitability of the Defined Contribution section and 

L&G as a provider on an annual basis. 

The Trustee undertook a review of board effectiveness and its governance and beliefs on 

18 September 2024. There was consensus that the Board worked well, with directors from 

different disciplines contributing different knowledge, experience and perspectives. 

The Trustee concluded it has suitable governance processes in place with the right 

structures in place to support effective management of risks. 
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6.5 Administration 

The Trustee believes that good administration and record keeping play a crucial role in 

ensuring that the Fund operates efficiently and members receive the retirement benefits 

due to them. 

The Trustee has service level agreements in place with L&G and the Pension Fund Office 

covering all aspects of administration undertaken and both service providers report 

performance against these on a quarterly basis. This enables the Trustee to monitor 

standards of administration on a regular basis and investigate any issues that arise. In the 

Fund Year, L&G met the SLA for all tasks 99.94% of the time and 98.20% for the tasks 

covering customer updates and enquiries.  

L&G also reports on the time taken to respond to member enquiries and any member 

complaints received in its quarterly governance reports. L&G received minimal 

complaints during the period. 

 

Interfaces used to provide data to L&G include automatic validation of key member data. 

The Trustee monitors the data quality on an ongoing basis, working with L&G to rectify 

any elements that are considered material. 

 

The Trustee has concluded that the processes it has in place to review and monitor 

administration are suitable and that members received good standards of 

administration service over the period. 

 

6.6 Contributions 

The Trustee believes that an appropriate contribution structure is a key driver of good 

member outcomes, supporting members in building adequate retirement savings over 

time.  

 

Defined Contribution section - Members of the Defined Contribution section participate 

in a salary sacrifice arrangement, which provides tax-efficient savings for contributions 

made to the Fund. 

 

The Trustee considers the overall level of contributions available to members to be 

adequate. The default contribution level is set above the minimum level required for 

scheme participation, encouraging members to save at a higher rate from outset, offering 

members the ability to select contribution levels above the default. 

 

The Trustee has concluded that the contribution structure and member engagement 

with contributions were appropriate. 
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6.7 Education and engagement 

The Trustee believes that effective member communications and delivery of the right 

support and tools help members understand and have the potential to improve their 

retirement outcomes. 
 

For the Defined Contribution section, the Trustee predominantly uses L&G’s standard 

suite of communications that the Pension Fund Office reviews before issue to ensure it is 

suited to the Fund’s membership. The Trustee issues separate DB and DC newsletters next 

year. 
 

The Fund is in line with many other schemes, providing most information to members 

online. Members of the Defined Contribution section and members who hold AVC funds 

have online access to their accounts via the L&G websites. The L&G website includes 

modelling tools and supporting information such as the member guide and investment 

guide for the Defined Contribution section. Relevant sources of information are also 

signposted to members. In addition, L&G has an app for members to have additional 

online access as well as their secure online access website. L&G also provides a helpline 

to members of the Defined Contribution section. 
 

The Trustee concluded that the Fund's communications available to members were 

appropriate. 
 

7. Trustee Knowledge and Understanding 

 

Sections 247 and 248 of the Pensions Act 2004 set out the requirements for trustees to 

have appropriate knowledge and understanding. These requirements are considered in the 

Pension Regulator’s Code of Practice 7. 
 

The comments in this section relate to the Fund as a whole and not solely the DC section. 

New Trustee Directors are required to complete a structured induction programme before 

taking up office, which may include a period of acting as an observer. Completion of the 

Pensions Regulator’s Trustee Toolkit forms part of that induction. 

The Trustee Directors have put in place arrangements for ensuring that they take personal 

responsibility for keeping themselves up to date with relevant developments and review 

their own training needs. The Fund Secretary, with the help of the Trustee’s advisers, 

regularly considers training requirements and arranges for training to be made available to 

individual Trustee Directors or to the whole Trustee body as appropriate. Training is 

recorded in the Trustee Director’s training logs. Trustee Directors have access to all Fund 

governance documents, including the Trust Deed and Rules, and policies through the 

Fund’s online governance site, “Boards”. The Trustees can refer to these during Board 

meetings. In particular, the Trustees refer to the Trust Deed and Rules as part of 

considering and deciding to make any changes to the Fund and, where relevant, deciding 

individual member cases. 

The Trustee has met the requirement for knowledge and understanding through:  

• Maintaining an annual programme of bespoke Trustee training, which is delivered at 

a designated annual training day and within Trustee and sub-committee meetings 

where appropriate. The items covered by the Trustee at the dedicated training session 

on 17 June 2025 are set out on the next page.  



Imperial Tobacco Pension Fund 

 

36 

 

• Attendance at appropriate external webinars and events.  

• Receiving updates (via ad hoc emails and quarterly newsletters) from its advisers 

about matters relevant to the DC section and Fund as a whole. Representatives from 

the Trustees’ actuaries, legal advisers and investment consultants attend all Trustee 

board meetings and are on hand to address any queries from the Trustees or explain 

the detail of potential issues. Additionally, representatives from the Trustees’ 

Actuaries and investment consultants attend all Investment Committee meetings.  

• Carrying out periodic effectiveness self-assessment reviews.  

• As appropriate, completion of the relevant parts of the Pensions Regulator’s Trustee 

Toolkit.  
 

The Trustee Board contains a diverse range of experience and skills and includes an 

independent professional trustee. Their combined knowledge and understanding, together 

with advice and support from their professional advisers enables them to properly exercise 

their duties as Trustees. When appointing new Trustees any gaps in the skills and 

experience of the Trustee Board as a whole is taken into consideration as part of the 

selection process. 

During the period covered by this statement, the Trustee Directors’ learning activities 

included the following matters: 
 

Trustee training day  

Name Area covered Content type  Date  
Asset backed 
securities / B&M 
update  

DB investment 1 hour Isio 
presentation and 
discussion 

June 2025 

Covenant review 
and new 
requirements  

DB Funding & 
Convent   

1 hour WTW 
presentation and 
discussion 

June 2025 

Legal / Trust Deed 
& Rules 

Trustee discretions  1 hour OC 
presentation and 
discussion 

June 2025 

DC  Member experience 1 hour L&G 
presentation and 
discussion 

June 2025 

Mortality trends and 
experience 

DB funding  1 hour WTW 
presentation and 
discussion 

June 2025 

 

Trustee Board meetings 

Name Area covered Content type  Date  

Member options 
actuarial factors  

Administration / 
Buy-in 

Paper presented at 
meeting 

April 2025 

Balance of Powers 
– Trustee & 
Company 

Trust Deed & Rules  Paper presented at 
meeting 

March 2026 

GMP Equalisation & 
Conversion 

Scheme benefits Paper presented at 
meeting 

March 2026 

 

Taking account of actions taken individually and as a Trustee Board, together with advice 

available from its professional advisers, the Trustee considers that its Board has the 

necessary knowledge and understanding to properly exercise its functions as Trustee of 

the Fund.  
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7B. Feedback 

 

Members are encouraged to make their views on matters relating to the Fund known to 

the Trustee. Because of the size, nature and demographic of the Fund’s membership, a 

range of different channels is available to members should they wish to share their views 

with the Trustee. They may contact the Trustee via the contact details (telephone number, 

email and postal address) in the annual report and the annual members’ newsletter and on 

the Fund’s website. Members may also give feedback when in contact with the Pension 

Fund Office and they are encouraged to give feedback in the annual members’ newsletter. 

The Trustee keeps under review the level of engagement with members and the 

opportunities for feedback from members. The presence of a number of member-

nominated Trustee Directors on the Trustee Board is also helpful in this regard. 

 

 

Signed on behalf of the Trustee of the Imperial Tobacco Pension Fund by the Chair of the 

Trustee 

 

 

 

Dalriada Trustees Limited, represented by T Lukic   Date:               
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Independent auditors’ report to the Trustee of Imperial Tobacco 

Pension Fund 

Report on the audit of the financial statements 
 

Opinion 

We have audited the financial statements of the Imperial Tobacco Pension Fund for the year 

ended 31 March 2026 which comprise the Fund Account and Statement of Net Assets 

(Available for Benefits) and 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 FRS 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 Fund during the year ended 

31 March 2026 and of the amount and disposition at that date of its assets and liabilities, 

other than the 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 Fund 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 Fund’s Trustees’ 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 Fund’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 Fund’s Trustee with respect to going concern 

are described in the relevant sections of this report.  
 
Other information  

The other information comprises the information included in the annual report, other than the 

financial statements and our auditor’s report thereon. The Fund’s Trustee is responsible for the 

other information contained within the annual report. Our opinion on the financial statements does 

not cover the other information and we do not express any form of assurance conclusion thereon.  
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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 course of 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 the Trustee 

As explained more fully in the Trustee’s responsibilities statement set out on page 15, the Trustee 

is responsible for the preparation of financial statements and for being satisfied that they give a 

true and fair view, and for such internal control as the Trustee determines 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 Trustee is responsible for assessing the Fund’s ability to 

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

the going concern basis of accounting unless the Trustee either intends to liquidate the Fund or to 

cease operations, or has 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 the aggregate, they could reasonably be expected to influence the 

economic decisions of users taken on the basis of these financial statements. 
 
The extent to which the audit was considered capable of detecting irregularities, including 

fraud 

Irregularities are instances of non-compliance with laws and regulations. The objectives of our 

audit are to obtain sufficient appropriate audit evidence regarding compliance with laws and 

regulations that have a direct effect on the determination of material amounts and disclosures in 

the financial statements, to perform audit procedures to help identify instances of non-compliance 

with other laws and regulations that may have a material effect on the financial statements, and to 

respond appropriately to identified or suspected non-compliance with laws and regulations 

identified during the audit.   

 

In relation to fraud, the objectives of our audit are to identify and assess the risk of material 

misstatement of the financial statements due to fraud, to obtain sufficient appropriate audit 

evidence regarding the assessed risks of material misstatement due to fraud through designing and 

implementing appropriate responses and to respond appropriately to fraud or suspected fraud 

identified during the audit. 
 
However, it is the primary responsibility of management, with the oversight of those charged with 

governance, to ensure that the entity's operations are conducted in accordance with the provisions 

of laws and regulations and for the prevention and detection of fraud. 
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In identifying and assessing risks of material misstatement in respect of irregularities, including 

fraud, the audit engagement team:  

• obtained an understanding of the nature of the environment, including the legal and 

regulatory framework that the Fund operates in and how the Fund is complying with the 

legal and regulatory framework; 

• inquired of management, and those charged with governance, about their own 

identification and assessment of the risks of irregularities, including any known actual, 

suspected, or alleged instances of fraud; 

• discussed matters about non-compliance with laws and regulations and how fraud might 

occur including assessment of how and where the financial statements may be susceptible 

to fraud. 

 

As a result of these procedures we consider the most significant laws and regulations that have a 

direct impact on the financial statements are the Pensions Act 1995 and 2004 and regulations made 

under them and FRS 102, including the Financial Reports of Pension Schemes 2018 (the Pensions 

SORP).  We performed audit procedures to detect non-compliances which may have a material 

impact on the financial statements which included reviewing financial statement disclosures. 
 
The audit engagement team identified the risk of management override of controls as the area 

where the financial statements were most susceptible to material misstatement due to fraud. Audit 

procedures performed included but were not limited to testing manual journal entries and other 

adjustments, evaluating the business rationale in relation to significant, unusual transactions and 

transactions entered into outside the normal course of business and challenging judgements and 

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

the Financial Reporting Council’s website at http://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 Fund’s Trustee as a body, in accordance with Regulation 3 of the 

Occupational Pension Schemes (Requirements 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 Fund’s Trustee 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 Fund and the Fund’s Trustee as a 

body, for our audit work, for this report, or for the opinions we have formed. 

 

 

 

RSM UK AUDIT LLP 

Statutory Auditor  

Chartered Accountants 

10th Floor 

103 Colmore Row 

Birmingham  

B3 3AG  

 

Date:       

http://www.frc.org.uk/auditorsresponsibilities
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                                           IMPERIAL TOBACCO PENSION FUND 

 FUND ACCOUNT 

 FOR THE YEAR ENDED 31 MARCH 2026  

 

 

  2026 2026 2026 2025 2025 2025 

  DB DC Total DB DC Total 

 Note    £’000 £’000 £’000 £’000 £’000 £’000 

Contributions and        

benefits        

Employer contributions  - 21,626 21,626 - 20,213 20,213 

Employee contributions  - 209 209 - 200 200 

Total contributions 2 - 21,835 21,835 - 20,413 20,413 

        

Transfers In 3 - 2,171 2,171 - 1,982 1,982 

Other income 4 - - - - - - 

  - 24,006 24,006 - 22,395 22,395 

        

Benefits paid or payable 5 155,387 1,161 156,548 162,620 108 162,728 

Payments to and on         

account of leavers 6 4 10 14 6 2 8 

Transfers out to other 

Schemes 

 

7 

 

2,378 

 

5,184 

 

7,562 

 

2,340 

 

4,237 

 

6,577 

Administrative 

expenses 

8 3,963 - 3,963 4,816 - 4,816 

  161,732 6,355 168,087 169,782 4,347 174,129 

Net (withdrawals) / 

additions from 

       

dealings with 

members 

    (161,732) 17,651 (144,081) (169,782) 18,048 (151,734) 

        

Returns on    

investments 

       

Investment income 9 129,192 - 129,192 179,295 - 179,295 

Change in market value         

of investments 10 (120,601) 16,447 (104,154) (283,280) 3,944 (279,336) 

Investment 

management 

       

expenses 11 (2,599) - (2,599) (2,968) - (2,968) 

Net returns on         

investments  5,992 16,447        22,439 (106,953) 3,944 (103,009) 

        

        

Net increase / 

(decrease) in the fund 

      

(155,740) 

       

34,098 

    

(121,642) 

      

(276,735) 

    

21,992 

        

(254,743) 

        

Opening net assets  2,384,232 118,809   2,503,041 2,660,967 96,817 2,757,784 

        

        

Closing net assets  2,228,492 152,907 2,381,399 2,384,232 118,809 2,503,041 

 

   

The notes on pages 43 to 68 form part of these financial statements. 
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                                           IMPERIAL TOBACCO PENSION FUND 

 STATEMENT OF NET ASSETS 

 AVAILABLE FOR BENEFITS AS AT 31 MARCH 2026 

                       

 Note 2026 2026 2026 2025 2025 2025 

  DB DC Total DB DC Total 

   £’000 £’000 £’000 £’000 £’000 £’000 

Investment assets        

Equities  4 -   4 2 - 2 

Bonds  918,898 - 918,898 856,403 - 856,403 

Property 14 142,840 - 142,840 392,919 - 392,919 

Pooled investment        

Vehicles 15 217,030 152,907 369,937 319,230 118,809 438,039 

Derivatives 10 102,192 - 102,192 118,399 - 118,399 

Insurance policies  16 958,000 - 958,000 1,071,000 - 1,071,000 

AVC investments 10 2,604 - 2,604 2,736 - 2,736 

Cash 17 121,574 - 121,574 34,927 - 34,927 

Other investment balances   17      30,953                -      30,953        18,167             -      18,167 

Amounts receivable under 

reverse repurchase 

agreements 

    

 

  17 

           

 

     53,794 

                   

 

               - 

         

 

     53,794 

         

 

       89,386 

            

 

            - 

           

 

     89,386 

Total  2,547,889 152,907 2,700,796 2,903,169 118,809 3,021,978 

Investment liabilities        

Derivatives 10 (92,851) - (92,851) (109,670) - (109,670) 

Other investment balances 17 (3,303) - (3,303) (23,349) - (23,349) 

Amounts due under 

repurchase agreements 

      

17 

     

(226,083) 

            

- 

      

(226,083)         

     

(391,411) 

           

 - 

       

(391,411) 

Total  (322,237) - (322,237) (524,430) - (524,430) 

        

Total net investments    10 2,225,652    152,907 2,378,559   2,378,739 118,809 2,497,548 

        

Current assets 20       6,646 -       6,646        9,374 - 9,374 

Current liabilities 20  (3,806) -  (3,806)   (3,881) - (3,881) 

 

Net Current assets  

  

2,840 

 

- 

 

2,840 

 

5,493 

 

- 

 

5,493 

        

Total net assets  2,228,492 152,907 2,381,399 2,384,232 118,809 2,503,041 

 

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

disposal of the Trustee. They do not take account of obligations to pay pensions and benefits which fall 

due after the end of the Fund year. The actuarial position of the Fund, which takes into account such 

obligations for the defined benefit section, is dealt with in the report on actuarial liabilities on pages 5 

to 8 of the annual report, and these financial statements should be read in conjunction with this report. 

 

The notes on pages 43 to 68 form part of these financial statements. 

 

The financial statements on pages 41 to 68 were approved by the Trustee Directors of Imperial 

Tobacco Pension Trustees Limited on                                          and signed on their behalf by: 

 

 

                                                                                       

Dalriada Trustees Limited, represented by T Lukic  R J A Egginton 

Chair  Secretary
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 IMPERIAL TOBACCO PENSION FUND 

 NOTES TO THE FINANCIAL STATEMENTS 

 FOR THE YEAR ENDED 31 MARCH 2026 

 

General information 

The Fund is an occupational pension scheme established under trust under English law. The Fund 

was established to provide retirement benefits to certain groups of employees within the Imperial 

Brands PLC group. The address of the Fund’s principal office is PO Box 3242, Winterstoke 

Road, Bristol, BS3 9GY. 

 

The Fund’s defined benefit (“DB”) section closed for all members in service on 30 September 

2023 who were then transferred to the defined contribution (“DC”) section, which is also open 

to new members and is used as an auto-enrolment scheme by the employers. 

 

The Fund is a registered pension scheme in the United Kingdom under the Chapter 2, Part 4 of 

the Finance Act 2004. This means that contributions by employers and employees are normally 

eligible for tax relief, and income and capital gains earned by the Fund receive preferential tax 

treatment. 

 

Basis of Preparation of the Financial Statements 

 The individual financial statements of Imperial Tobacco Pension Fund have been prepared in 

accordance with the Occupational Pension Schemes (Requirement to obtain Audited Accounts 

and a Statement from the Auditor) Regulations 1996, Financial Reporting Standard (FRS) 102 - 

The Financial Reporting Standard applicable in the UK and Republic of Ireland issued by the 

Financial Reporting Council (“FRS 102”) and the guidance set out in the Statement of 

Recommended Practice “Financial Reports of Pension Schemes” (revised June 2018) (“the 

SORP”). 

 

The Trustee makes estimates and assumptions concerning the future in preparing the financial 

statements.  Estimates are made by the Investment Managers in calculating the year end value 

of the Fund’s investments in the Pooled Investment Vehicles and Property included in Level 3 

of the fair value hierarchy as set out in Note 18. These estimates include property yields, rental 

values and discount rates.  In addition estimates are made related to the valuation of the 

insurance policy. An explanation of the key assumptions underpinning the valuation of the 

insurance policy is included within note 16. 

 

The Trustee has performed a going concern assessment. Amongst other things, its assessment 

took into account the Fund’s funding position, cashflow forecasts, liquidity of assets and the 

Employer covenant.  The Fund is expected to continue to operate into the foreseeable future. On 

this basis the Trustees consider the going concern basis appropriate.  

 

1. ACCOUNTING POLICIES   

 

The following principal accounting policies, which have been applied consistently, have been 

adopted in the preparation of the financial statements: 

 

(a)   Contributions and benefits 

 Normal and additional voluntary contributions, both from members and employers, are 

generally accounted for on an accruals basis in the payroll period to which they relate. In the 

case of member contributions this is when deducted from pay. However, contributions  
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Accounting policies (continued) 

 

 in respect of members in the first 30 days following auto enrolment are accounted for when 

their right to opt-out has expired, unless remitted to the Fund earlier. All contributions 

payable under salary sacrifice arrangements are classified as employer contributions. 

 

Members of the DB Section were entitled to make additional voluntary contributions to the 

Fund to secure extra benefits up to its closure on 30 September 2023. These additional 

voluntary contributions are included as contributions receivable in the Fund Account and the 

assets acquired with them are included in the Net Assets Statement. 

 

Contributions from the Company and the members are payable in accordance with the 

current Schedule of Contributions. Special Company contributions may be payable in 

addition as certified by the Actuary – these are accounted for on the due dates set out in the 

Schedule of Contributions, or on receipt if earlier, with the agreement of the employer and 

the Trustee. 

 

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

can choose whether to take their benefits as a full pension or as a lump sum with reduced 

pension, retirement benefits are accounted for on an accruals basis on the later of the date of 

retirement and the date the option is exercised. Other benefits are accounted for on an 

accruals basis on the date of retirement or death, as appropriate. Refunds and opt-outs are 

accounted for when the Trustee are notified of the member’s decision to leave the Fund. 

 

Where the Trustee agree or are required to settle tax liabilities on behalf of a member (such 

as where lifetime or annual allowances are exceeded) with a consequent reduction in that 

member’s benefits receivable from the Fund, any taxation due is accounted for on the same 

basis as the event giving rise to the tax liability and shown separately within Benefits (Note 

5). 

 

(b) Investment assets and liabilities 

Investment assets and liabilities are included in the financial statements at fair value. Where 

separate bid and offer prices are available, the bid price is used for investment assets and the 

offer price for investment liabilities, otherwise the closing single price, single dealing price 

or most recent transaction price is used. The methods of determining fair value for the 

principal investment classes are: 

 

(i) Quoted investments are valued at their bid prices at the year-end in accordance with the 

“Financial Reports of Pension Schemes” (revised June 2018). Pooled funds, as advised 

by Investment Managers, are valued at bid price if both bid and offer prices are 

published, or, if single priced, at the closing single price. Bonds are valued using clean 

bid prices, excluding accrued interest (with such interest accounted for separately as a 

current asset). 

(ii) Freehold and leasehold property, and ground lease investments, are included at their 

open market value at the year-end as determined by independent valuers, in accordance 

with the Royal Institute of Chartered Surveyors (RICS) valuation standard and, where 

applicable, with reference to binding sale agreements. Sales and purchases are 

recognised on completion of contract. No depreciation is provided on freehold or 

leasehold properties or ground leases. 
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Accounting policies (continued) 

 

(iii) The contributions paid into the Defined Contribution Section during the year are 

invested in pooled funds and units in those funds are valued at the year-end market value 

by the provider, Legal & General Assurance Society Limited (“L&G”). 

 

(iv) Derivative contracts are disclosed as a separate asset class and are valued at fair value, 

with assets valued at bid prices and liabilities at offer prices. 

Futures are exchange traded and are valued at the difference between exchange 

settlement prices and inception prices. 

Forward exchange contracts are valued at the gain or loss that would arise from closing 

out the contract at the reporting date by entering into an equal and opposite contract at 

that date. 

Any initial and/or variation margin due to or from brokers is included within “cash and 

other investment balances”. 

Interest rate and inflation linked swaps valuations are calculated using pricing models 

where inputs are based on market value. Derivatives payments and receipts are 

reported within purchases and sales in the reconciliation of net investments. 

(v) Policies insuring the Fund’s liabilities associated with certain representative groups of 

certain members are included in these financial statements at the amount of the related 

obligation, determined by the Actuary using the Fund’s most recent valuation 

assumptions and methodology. Annuity valuations are provided by the Fund’s Actuary. 

Annuities are issued by Standard Life and are in the name of the Trustee. 

 

(vi) Other investments are included at the Trustee’s best estimate of Fair Value. The Fund 

continues to recognise assets delivered out under repurchase contracts to reflect its 

ongoing interest in those securities. Cash received from repurchase contracts is 

recognised as an investment asset, and an investment liability is recognised for the value 

of the repurchase obligation. Under reverse repurchase arrangements, the Fund does not 

recognise the collateral securities received as assets in its Financial Statements. The Fund 

does recognise the cash delivered to the counterparty as a receivable in the Financial 

Statements. 

    

(c) Transaction costs 

Purchases and sales of investments and foreign currencies include the associated transaction 

costs such as fees, commissions, stamp duty and other fees and are accounted for on an 

accruals basis. 

 

(d) Foreign currency translation 

 The Fund’s functional currency and presentational currency is pounds sterling (GBP). 

Transactions and income denominated in foreign currencies are translated into sterling at the 

spot exchange rate at the date of transaction. Net assets denominated in foreign currencies 

are translated into sterling at the exchange rates ruling at the year-end. Realised and 

unrealised gains and losses resulting from movements in the currencies in which these net 

assets are denominated are dealt with as part of the change in market value of these 

investments. 

 

Where forward contracts on foreign currencies have been entered into, any unrealised profits 

or losses on open contracts at the year-end, measured by the differences between the spot 

rates and the contract rates, are included in the change in market value together with any 

gains or losses realised during the year. 
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Accounting policies (continued) 

 

(e)   Investment income and expenses 

Dividend income is accrued from the date a stock is declared ex-dividend and includes 

withholding taxes but excludes any other taxes such as attributable tax credits, not payable 

wholly on behalf of the recipient. Interest earned on deposits backing futures and swaps  

contracts are disclosed separately within investment income. Accrued interest arising from 

transactions in bonds is accounted for as income. Rent from properties is accrued as earned 

under the terms of the lease. Interest on cash deposits is accrued on a daily basis. 

Investment and administrative expenses are accounted for on an accruals basis. There are no 

performance-related fees paid to investment managers. 

 

(f) Transfers from and to other plans 

Transfer values represent the capital sums either receivable in respect of members from other 

pension funds of previous employers or payable to the pension funds of new employers for 

members who have left the Fund. They are accounted for on a cash basis or where Trustee 

has agreed to accept the liability in advance of receipt of funds on an accruals basis from the 

date of agreement. 

 

2. CONTRIBUTIONS 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Employer contributions        

  Normal - 19,421 19,421 - 18,008 18,008 

  Special - 2,205 2,205 - 2,205 2,205 

         

 - 21,626 21,626 - 20,213 20,213 

Employee contributions       

  Normal -             -             - - - - 

  Additional voluntary - 209 209 - 200 200 

 - 209 209 - 200 200 

       

Total contributions - 21,835 21,835 - 20,413 20,413 

 

The Employer contribution in the year relating to the DB section was nil (2025: nil). The 

contribution payable is dependent on the size of any winding up deficit or surplus, based on an 

annual assessment, and the cost of ongoing accrual. There is also a contingent contributions 

arrangement in place which triggers in the event of a rating change, as defined in the most recent 

schedule of contributions. This arrangement was not triggered during this year or the prior year.  The 

Company previously made contribution payments into an escrow account which was agreed as part 

of the 2022 valuation. Following the positive results of the 2025 valuation, these funds were 

subsequently released back to the Company on 26th March 2026.   

 

Included in employer contributions relating to the DC section was £7,972,000 (2025: £7,133,000) 

in respect of member contributions made via salary sacrifice arrangements. Special employer 

contributions of £2,205,000 (2025: £2,205,000) were paid into the DC accounts of certain active 

members who were in the DB section prior to 1 October 2023 as part of the agreed closure to DB 

accrual. Under the agreements relating to the DB closure, the special employee contributions were 

payable in three tranches, the first in October 2023 (50%) and then October 2024 (25%) and October 

2025 (25%).  There were no augmentation payments in the year (2025: nil). 
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3. TRANSFERS IN 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Individual transfers in from other 

Plans 

 

- 

 

2,171 

 

2,171 

 

- 

 

1,982 

 

1,982 

 - 2,171 2,171 - 1,982 1,982 

 

There were no bulk transfers during the year (2025: nil). 

 

  

4. OTHER INCOME 
 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Receipts under insurance policies - - -   - - - 

 - - - - - - 

 

 Income from the bulk purchase annuity policy with Standard Life is included as investment income 

(see Note 9).      

   

 

5. BENEFITS PAID OR PAYABLE 
 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

       

Pensions 149,335 - 149,335 149,810 - 149,810 

Commutation and lump sum        

benefits 6,011 1,161 7,172 12,759 108 12,867 

Lump sum death benefits - - - - - - 

       

Lifetime allowance charge and       

annual allowance charge paid on       

behalf of members 41 - 41 51 - 51 

       

 155,387 1,161 156,548 162,620 108 162,728 

 

 

6. PAYMENTS TO AND ON ACCOUNT OF LEAVERS 
 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Refunds of contributions in        

respect of:       

  Non-vested leavers 4 10 14 6 2 8 

 4 10 14 6 2 8 
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7. TRANSFERS OUT TO OTHER SCHEMES 
 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Individual transfers to other       

Schemes 2,378 5,184 7,562 2,340 4,237 6,577 

 2,378 5,184 7,562 2,340 4,237 6,577 

 

 

 

8. ADMINISTRATIVE EXPENSES 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Internal services       

  Remuneration 1,090 - 1,090 1,070 - 1,070 

  Trustees fees and expenses 200 - 200 200 - 200 

  Computer software & hardware 343 - 343 229 - 229 

  Postage 59 - 59 80 - 80 

  Other 129 - 129 161 - 161 

 1,821 - 1,821 1,740 - 1,740 

External services       

  Actuarial fees 1,410 - 1,410 875 - 875 

  Legal fees 217 - 217 290 - 290 

  Audit fees 104 - 104 87 - 87 

  Other 268 - 268 161 - 161 

 1,999 - 1,999 1,413 - 1,413 

       

Pension Protection Fund Levy 143 - 143 143 - 143 

       

 Loan fees and interest - - - 1,520 - 1,520 

 3,963 - 3,963 4,816 - 4,816 

 

The administrative expenses of the DC Section are met by the Company. 
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9. INVESTMENT INCOME 
 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

  £’000 £’000 £’000 £’000 £’000 £’000 

Income       

 Dividends from equities  6 - 6 (4) - (4) 

 Income from bonds 14,266 - 14,266 9,235 - 9,235 

 Net rents from properties 14,679 - 14,679 17,789 - 17,789 

 Income from alternatives 27,698 - 27,698 58,970 - 58,970 

 Interest on swaps 957 - 957 20,189 - 20,189 

 Income from insurance policies  87,418 - 87,418 103,198 - 103,198 

 Interest on cash deposits 2,971 - 2,971 1,975 - 1,975 

 Other 21 - 21 84 - 84 

 148,016 - 148,016 211,436 - 211,436 

Expense       

 Interest on swaps  (5,336) -  (5,336) (13,949) - (13,949) 

 Net Interest on repurchase 

agreements 

   

(12,235) 

 

- 

   

(12,235) 

   

(17,479) 

 

- 

      

(17,479) 

 Other (1,253) - (1,253) (713) - (713) 

 (18,824) - (18,824) (32,141) - (32,141) 

       

 129,192 - 129,192 179,295 - 179,295 

 

The Fund invested in pooled funds which may distribute income. These include the Hayfin Direct 

Lending Fund II and III funds.  Income distributions received from pooled funds are included above. 

 

Income includes receipts from an insurance policy (see Note 16).  
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10.  RECONCILIATION OF NET INVESTMENTS 

 

The table below shows the value of the investments of the Fund at the year-end and the 

transactions and changes in value during the year. All Investment Managers are registered in 

the UK. 

 

 

 

 

 

Market 

Value 

At 

1/4/25 

Purchases 

at cost 

and 

Derivative 

Payments 

Sales 

Proceeds 

And 

Derivative 

Receipts 

 

Change in 

Market 

Value 

 

Market 

Value 

At 

31/3/26 

 £’000 £’000 £’000 £’000 £’000 

Defined benefit section      

Equities                2 - -                   2               4 

Bonds    856,403 397,821 (350,087) 14,761    918,898 

Property    392,919 -    (238,587) (11,492)    142,840 

Pooled investment 

vehicles 

   

    319,230 

 

- 

 

(90,497) 

   

  (11,703) 

 

    217,030 

Derivatives        8,729 21,765       (21,765)              612        9,341 

Insurance policy   1,071,000 - - (113,000)    958,000 

AVC investments       2,736                   -           (351)   219        2,604 

 2,651,019        419,586     (701,287) (120,601)  2,248,717 

      

Cash   34,927      121,574 

Amounts receivable 

under reverse 

repurchase agreements 

 

 

 89,386 

    

 

   53,794 

Amounts payable under 

repurchase agreements 

  

(391,411) 

      

(226,083) 

Other investment 

balances 

       

   (5,182) 

          

      27,650 

      

Total DB net 

investments 

2,378,739    2,225,652 

  

Defined contribution 

section  

                                                    

Pooled investment 

vehicles 

     

118,809 

       

    24,006 

     

   (6,355) 

 

   16,447 

    

    152,907  

 

All the directly held securities are quoted on recognised exchanges and are therefore 

considered to be marketable over reasonably short time periods. Longer periods may be 

needed to realise direct property and ground lease investments. The pooled investment 

vehicles included private debt funds managed by Hayfin. 
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Reconciliation of net investments (continued) 

 

The only investments, excluding UK government gilts, which exceeded 5% of the value of net 

assets were the following funds: 

 2026  2025  

 £’000    %     £’000     %       

Standard Life Bulk Purchase Annuity 

AXA IM Global Secured Assets Fund I 

DTZ Property 

PGIM Ground Leases 

958,000 

120,197 

35,225 

107,614 

40.23 

5.05 

1.48 

4.52 

1,071,000 

195,802 

221,510 

171,409 

42.79 

7.82 

8.85 

6.85 

 

 

Derivatives 

 

DB Section only 2026 2026 2026 2025 2025 2025 

 Assets Liabilities Total Assets Liabilities Total 

 

Exchange traded 

£000 £000 £000 £000 £000 £000 

Futures 61,598 (61,598) - 83,363 (83,363) - 

       

Swaps  40,594 (31,253)  9,341 35,036 (26,307)  8,729 

 102,192 (92,851)       9,341 118,399 (109,670) 8,729 

 

 
Objectives and policies for holding derivatives  

 
Government Bond Futures 

The Bond portfolio includes derivative contracts permitted by the SIP consisting of government 

bond futures. At the year-end these had a net value of £nil (2025: nil). These are entered into 

with the objective of reducing risk or facilitating efficient portfolio management with an 

acceptable level of risk.  

 

Swaps 

Swaps are entered into to help reduce the Fund’s asset-liability risk arising from interest rates 

and inflation volatility. 

 

The Fund had collateral, held by the Fund’s custodian, of £801,001 in Government Bonds, 

£2,838,864 in Index Linked Government Bonds and £16,985 short term investments that has not 

been included in Net Assets at 31 March 2026 (2025: £6,000 in short term investments). 

 

The tables below analyse the derivative positions in more detail as is required by the “Financial 

Reports of Pension Schemes” (revised June 2018). The nominal amounts shown are the nominal 

values of the securities to which the derivatives contracts relate which, being subject to market 

movements, give a measure of the contracts’ economic exposure.  
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Reconciliation of net investments (continued) 

 

  

Expires within 

 

Nominal 

Amount 

  

2026 

Assets 

 

2026 

Liabilities 

 

  £’000  £’000 £’000  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Government Bond futures      

  UK    3 months      2,000                175      (175) 

  Germany    3 months   265,000           26,581  (26,581) 

  USA    3 months   388,000    34,842 (34,842) 

  At 31 March 2026    61,598 (61,598) 

      

Swaps      

Total return swaps  

- pay floating, receive fixed 

   

  0-10 years 

   

408,884     

  

 35,857   

              

                 -   

- pay floating, receive fixed   0-10 years     241,740  -         (5,965) 

- pay floating, receive fixed 
 

10-20 years               -  -                  - 

- pay floating, receive fixed    >20 years        3,416  196       - 

 

Exchange cleared swaps 

- pay floating, receive fixed 

 

   

 0-10 years 

        

 

   121,920 

  

 

683 

 

 

     - 

-pay floating, receive fixed  0-10 years      674,397            -       (17,734) 

-pay floating, receive fixed 10-20 years        15,000    562      - 

-pay floating, receive fixed 10-20 years        16,500              - (506) 

- pay floating, receive fixed 

- pay floating, receive fixed 

   >20 years 

   >20 years 

       19,765 

       32,506 

           - 

   3,296     

        (7,048)  

                 -       

At 31 March 2026          40,594      (31,253) 
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Reconciliation of net investments (continued) 

 

The comparatives for 2025 are shown below. 

  

Expires 

within 

 

Nominal 

Amount 

  

2025 

Assets 

 

2025 

  Liabilities 

  £’000  £’000 £’000 

 
 

 

Additional voluntary contributions (“AVCs”) 

Accumulated AVCs invested separately under money purchase arrangements are reflected at 

market value. The Fund’s AVC provider, L&G, offers a choice of investment options that mirrors 

the funds available in the DC Section.  Since 1 October 2023 the AVC arrangement was closed 

to future contributions.  

 

The movements during the year are summarised as follows: 

    

   £’000 

Value as at 1 April 2025       2,736 

Purchases at cost       - 

Transfers   - 

Sales proceeds                  (351) 

Change in Market Value      219 

Value as at 31 March 2026   2,604 

 

Statements showing individual member fund values are issued annually to each member. 

 

Government Bond futures      

  UK   3 months 666,000  61,065 (61,065) 

  Germany   3 months   55,000  5,858   (5,858) 

  USA   3 months 181,000  16,440 (16,440) 

    83,363 (83,363) 

Swaps      

Total return swaps      

-pay floating, receive fixed  0-10 years 271,024  22,349         - 

-pay floating, receive fixed  0-10 years 338,800  - (3,446) 

-pay floating, receive fixed 10-20 years 44,000  7,403         - 

-pay floating, receive fixed 10-20 years 31,200  -    (348) 

-pay floating, receive fixed    >20 years 1,260  13         - 

-pay floating, receive fixed    >20 years 1,459  -        (4) 

      

Exchange cleared swaps      

- pay floating, receive fixed   0-10 years    341,590  766             - 

- pay floating, receive fixed   0-10 years    615,277       (18,833) 

- pay floating, receive fixed 10-20 years        8,000  -          (338) 

- pay floating, receive fixed    >20 years        6,212         (3,338) 

-pay floating, receive fixed    >20 years        5,375      4,505                    - 

At 31 March 2024      35,036     (26,307) 
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Defined Contribution (“DC”) Section  

The DC Section of the Fund opened on 1 October 2010.  

 

Investment strategy 

When designing the investment strategy for the DC section of the Fund the Trustee took into 

account the following key considerations:- 

 

- that members have differing investment needs and that these may change during the 

course of members’ working lives; 

- that members have different time horizons and attitudes to risk; 

- that members should make their own investment decisions based on their own individual 

circumstances; and  

- that some members may not be comfortable making investment decisions and would 

prefer to follow a ‘default’ investment strategy.  

 

For those members comfortable with making their own investment choices, appropriate to their 

own, individual, needs the Trustee has made available L&G’s self-select range, similar to the 

range available in the L&G Workplace Master Trust.   
 

For members who do not wish to take an active role in their investment decisions the Trustee has 

selected the L&G Target Date Funds (TDF) as the default strategy for the Fund.  The default 

TDF strategy aims to target an allocation which provides flexible retirement outcomes at 

retirement. The mix of assets within the fund changes over time to reflect the needs of Fund 

members as they approach and go beyond their target retirement date. During the growth phase, 

members will be invested primarily in equities, listed property and listed infrastructure with a 

small allocation to private markets alongside some diversification into fixed income assets. They 

aim to grow the value of members’ pension savings while members are a relatively long way 

from retirement. The strategy will then gradually reduce the level of risk members are exposed 

to as they get nearer to when they expect to retire. 

 

For the DC section investments purchased by the Fund are allocated to provide benefits to the 

individual members on whose behalf the contributions were paid. All assets are designated to 

members. At 31 March 2026 there were 2,347 members in the DC section (2024: 2,262 

members). Details of movements in the year are shown on page 4. Contributions are invested 

separately, in the investment funds offered by the Fund and accumulated contributions are 

reflected at market value. 

 

The L&G holds the investment units on a pooled basis for the Trustee and allocates investment 

units to members.  
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Reconciliation of net investments – Defined contribution section (“DC”)  (continued) 

 

The movements during the year are summarised as follows: 

 

 2026  2025 

 £’000  £’000 

Value as at 1 April 118,809  96,817 

Contributions 21,835  20,413 

Transfers In 2,171  1,982 

Transfers Out (5,184)  (4,237) 

Partial drawdown payments paid (888)               (34) 

Annuity purchases (108)                 - 

Lump sum payments (165)  (74) 

Refund of contributions (10)  (2) 

Change in Market Value     16,447     3,944 

Value as at 31 March        152,907  118,809 

 

 

The day-to-day management of the underlying investments of the funds is the responsibility of 

L&G, including the direct management of the credit and market risks. 

 

The risks disclosed here relate to the DC Section’s investments as a whole. Members are able to 

choose their own investments from the range of funds offered by the Trustee and therefore may 

face a different profile of risks as a result of their individual choices compared with the DC 

Section as a whole. 

 

Credit risk 

The DC Section is subject to direct credit risk in relation to L&G through its holding in pooled 

investment funds provided by L&G. 

 

The legal nature of the pooled investment vehicle by type of arrangement is as follows: 

  

  2026  2025 

  £’000  £’000 

Unit linked insurance contracts  152,907  118,809 

  152,907  118,809 

 

  

The Trustee holds a life insurance policy with L&G and all assets of the DC Section of the 

Scheme are invested in this policy. L&G assets are 'ring fenced' which means the funds are held 

separately from Legal & General's other assets. L&G is authorised and regulated by the 

Prudential Regulation Authority which requires it to hold enough capital with the aim of ensuring 

it remains solvent. L&G is also regulated by the Financial Conduct Authority and is required to 

comply with the regulations in place and enforced by the Financial Conduct Authority. In the 

unlikely event that L&G becomes insolvent, policyholders (the Trustee) have protection under 

the law setting out priorities for which claimants get paid first and under the Financial Services 

Compensation Scheme ('FSCS'). 
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The DC section is also subject to indirect credit and market risk arising from the underlying 

investments held in the pooled funds. Member level risk exposures will be dependent on the 

funds invested in by members. 

 

Reconciliation of net investments – Defined contribution section (“DC”)  (continued) 

 

At the year end the underlying funds, excluding the equity, property and cash funds, were 

exposed to indirect credit risk. Indirect credit risk is mitigated within funds through the managers’ 

own credit review control procedures. 

 

Market risk 

The Fund’s DC section is subject to indirect foreign exchange, interest rate and other price risk 

arising from the underlying financial instruments held in the funds managed by L&G, who then 

manage these risks.   

 

 

11. INVESTMENT MANAGEMENT EXPENSES 

  

 Defined benefit 2026 2025 

  Portfolio Management Fees £’000 £’000  
  UK Property                                                                                       704   1,003 

  Ground Leases                                                                                   513   638 

  Index-Linked – Direct                                                                       393  503

  Fixed Interest – Direct                                                                       138       19 

                                                                                                   1,748   2,163 

  Custody Fees 82 90 

  Investment Adviser Fees 740 660 

  Property Valuation Fees      29       55 

   2,599 2,968 

 

Commissions and fees directly related to transactions are excluded (see Note 13), except in 

the case of UK property where the agency fees charged by the manager are included. 

 

The investment expenses of the DC Section are charged as underlying management fees 

within the portfolio and included in the change in market value (Note 10). 

 

 

12. TAXES ON INVESTMENT INCOME 

The Fund 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. There were no tax charges in 

the Fund Account arising from irrecoverable withholding taxes on investment income. 

 

  

13. INVESTMENT TRANSACTION COSTS  

There were no direct transaction costs incurred in the purchase and sale of securities in the 

year (2025: nil). Indirect transaction costs, which cannot be quantified, include the bid-offer 

spread on investments, the market impact of transactions and costs incurred within pooled 

funds. 
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14. PROPERTY 

 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

 £000 £000 £000 £000 £000 £000 

       

UK freehold property 35,225 - 35,225 203,510 - 203,510 

UK leasehold property - - - 18,000 - 18,000 

       

UK ground lease       

  Freehold property 107,615 - 107,615 171,409 - 171,409 

       

 142,840 - 142,840 392,919 - 392,919 

 

The Fund’s investment in UK property comprises 5 properties (2025: 20 properties) in a 

segregated portfolio.  

  

The Fund’s investment in UK ground leases comprises 17 properties (2025: 22 properties) in 

a segregated portfolio. 

 

The valuations above are based on information provided by the Fund’s independent valuers 

in accordance with the Professional Standards, Valuation Technical and Performance 

Standards (VPS) and Valuation Applications contained in the current RICS Valuation – 

Global Standards published by the Royal Institution of Chartered Surveyors and the RICS 

Valuation – Global Standards 2017 – UK national supplement as applicable (“the RICS Red 

Book”).  

 

 

15. POOLED INVESTMENT VEHICLES 

 

 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

By type £000 £000 £000 £000 £000 £000 

Bonds - 495 495 - 36 36 

Equities - 12,417 12,417 - 6,066 6,066 

Multi asset funds - 139,185 139,185 - 112,247 112,247 

Global secured assets 120,197 - 120,197 195,802 - 195,802 

Illiquid debt 96,833 - 96,833 123,428 - 123,428 

Cash - 810 810 - 460 460 

 217,030 152,907 369,937 319,230 118,809 438,039 

 

 

 

 

 

 

  



Imperial Tobacco Pension Fund 

58 

 

16. INSURANCE POLICIES  

 

The Fund has a bulk purchase annuity with Standard Life which provides annuity income (note 

9) matching the pension liabilities for certain members.  The Fund held the following bulk 

annuity insurance policy: 

  2026  2025 

  £’000  £’000 

Standard Life   958,000   1,071,000 

  958,000   1,071,000 

 

 

The 31 March year end valuations have been calculated by the Scheme Actuary using detailed 

cashflows derived from individual member data.  The starting position is based on the original 

price of the contract adjusted each day to allow for changes to market conditions.   

 

The financial assumptions adopted for the valuation of the policy are as follows: 

 

Financial assumptions   31 March 

2026 

% p.a. 

 31 March 

2025 

% p.a. 

Discount rate  5.75%  5.49% 

Price inflation (RPI)  3.61%  3.44% 

Price inflation (CPI)   RPI less a 

margin (0.7% to 

2030 and 0.1% 

thereafter) 

 RPI less a 

margin (0.7% 

to 2030 and nil 

thereafter) 

Pension increases: 

RPI minimum 0% p.a., maximum 15% p.a. 

RPI minimum 0% p.a., maximum 10% p.a. 

RPI minimum 0% p.a., maximum 5% p.a. 

CPI minimum 0% p.a., maximum 3% p.a. 

  

3.79% 

3.79% 

3.58% 

2.92% 

  

3.64% 

3.64% 

3.42% 

2.95% 

 

The assumptions shown are the average rates over the duration of the insured liabilities that are 

equivalent to using rates derived from the Towers Watson Limited yield curves. 

 

Payments received under the policy during the year were treated as investment income (see note 

9). Any difference between the opening value of the policy and the closing value, other than due 

to adjustments to premium, is shown as a change in market value of the investment.   

 

Following the data confirmation exercise the valuation has been updated and is calculated on the 

same basis as the method and principles agreed for the latest available triennial actuarial 

valuation of the winding-up liabilities, updated for changes in market conditions.  
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17. CASH AND OTHER NET INVESTMENT BALANCES  

       

 2026 2026 2026 2025 2025 2025 

 DB DC Total DB DC Total 

 £000 £000 £000 £000 £000 £000 

Cash – sterling 121,347 - 121,347 34,241 - 34,241 

Cash–foreign currency 227 - 227 686 - 686 

Total cash 121,574 - 121,574 34,927 - 34,927 

 

Accrued investment 

income 

       

 

 28,043 

               

 

- 

      

 

28,043 

      

 

12,589 

              

 

- 

      

 

12,589 

Rents receivable 2,910 - 2,910 5,578 - 5,578 

Amounts due from 

brokers 

        

- 

 

- 

        

- 

             

- 

            

 - 

        

- 

 30,953 - 30,953 18,167 - 18,167 

Rents received in 

advance 

      

(2,033) 

              

- 

     

(2,033) 

     

(5,343) 

            -      

(5,343) 

Amounts due to 

brokers 

 

   (1,270) 

 

- 

 

   (1,270) 

 

(18,006) 

 

- 

                            

(18,006) 

    (3,303) - (3,303) (23,349) - (23,349) 

       

Total other net 

investment balances 

     

    27,650 

 

- 

 

    27,650 

 

(5,182) 

 

- 

 

(5,182) 

 

 Repurchase and reverse repurchase agreements  

Amounts receivable 

under reverse 

repurchase agreements 

 

 

   53,794 

 

 

- 

 

 

   53,794 

 

 

89,386 

 

 

- 

 

 

  89,386    

Amounts payable under 

repurchase agreements 

                          

(226,083) 

               

- 

 

(226,083) 

              

(391,411) 

            

- 

        

(391,411) 

Total net repurchase 

and reverse 

repurchase agreements 

 

 

(172,289) 

 

 

- 

 

 

(172,289) 

 

 

(302,025) 

 

 

- 

 

 

(302,025) 

 

 

Bonds with a fair value of £149,422,000 have been sold subject to repurchase contracts and      

therefore continue to be recognised in the financial statements (2025: £371,218,000). There are 

11 (2025: 21) repurchase positions, with maturity dates in October 2026. 

 

Bonds with a fair value of £54,816,000 received as collateral in respect of reverse repurchase 

agreements are not recognised in the financial statements (2025: £92,569,000) but the cash  

delivered to the counterparties is recognised as amounts receivable in the table above. There are 

2 (2025: 4) reverse repurchase positions, with maturity dates between April 2026 to October 

2026. 
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18. FAIR VALUE OF INVESTMENTS 

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

  

Unadjusted price in an active market per identical instruments 

that the entity can access at the measurement date. 

 

- Level 1 

Inputs (other than quoted prices) that are observable for the 

instrument, either directly or indirectly. 

 

- Level 2 

Inputs are unobservable i.e. for which market data is 

unavailable.  

 

- Level 3 

 

Pooled investment vehicles which are traded regularly are generally included in level 2. Where 

the absence of regular trading or the unsuitability of recent transaction prices as a proxy for 

fair value applies, valuation techniques are adopted and the vehicles are included in level 3 as 

appropriate. These assets are valued by the relevant investment manager using a mixture of 

internal and external market information for similar investments and by applying discounted 

cash flow methodology. 

 

The Fund’s investment assets and liabilities have been included at fair value within these 

categories as follows: 

  2026 2026 2026 2026 

Category 

Defined benefit section 

 Level 1 

£’000 

Level 2 

£’000 

Level 3 

£’000 

Total 

‘£000 

Investment assets      

Equities  4 - - 4 

Bonds  - 918,898 - 918,898 

Property  - - 142,840 142,840 

Pooled investment vehicles  - - 217,030 217,030 

Derivatives  - 102,192 - 102,192 

Insurance policy  - - 958,000 958,000 

Other investment balances  30,953 - - 30,953 

AVC investments  - 2,604 - 2,604 

Cash  121,574 - - 121,574 

Investment liabilities      

Derivatives              - (92,851) - (92,851) 

Repurchase and reverse 

repurchase agreements 

  

- 

 

(172,289) 

 

- 

 

(172,289) 

Other investment balances  (3,303) - - (3,303) 

Total net investments    149,228 758,554 1,317,870 2,225,652 

      

Defined contribution section      

Investment assets      

Pooled investment vehicles  - 152,907 - 152,907 

Total investments  - 152,907 - 152,907 

 

The property valuation of £142,840,000 at 31 March 2026 was valued by the Fund’s 

independent valuers in accordance with the Professional Standards, Valuation Technical and 

Performance Standards and Valuation Applications contained in the current RICS.  

 

Valuation – Global Standards published by the Royal Institution of Chartered Surveyors and 

the RICS Valuation – Global Standards 2017 – UK national supplement as applicable  

(“the RICS Red Book”). There was no material valuation uncertainty statement attached to 

these valuations by the independent valuers.  
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Fair value of investments (continued) 

 

Analysis for the prior year end is as follows:  

      

  2025 2025 2025 2025 

Category  Level 1 Level 2    Level 3 Total 

Defined benefit section  £’000 £’000 £’000 £’000 

Investment assets      

Equities  2 - - 2 

Bonds  - 856,403 - 856,403 

Property  - - 392,919 392,919 

Pooled investment vehicles  - - 319,230 319,230 

Derivatives  - 118,399 - 118,399 

Insurance policy  - - 1,071,000 1,071,000 

Other investments balances  18,167 - - 18,167 

AVC investments  - 2,736 - 2,736 

Cash  34,927 - - 34,927 

Investment liabilities      

Derivatives  - (109,670) - (109,670) 

Repurchase and reverse 

repurchase agreements 

  

- 

 

(302,025) 

 

- 

 

(302,025) 

Other investment balances  (23,349) - - (23,349) 

Total net investments         29,747 565,843 1,783,149 2,378,739 

      

Defined contribution section      

Investment assets      

Pooled investment vehicles  - 118,809 - 118,809 

Total investments  - 118,809 - 118,809 

 

 

 

19. INVESTMENT RISKS  

Types of risk relating to investments 

 

FRS102 requires the disclosure of information in relation to certain investment risks. 

   

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

for the other party by failing to discharge an obligation. 

 

Market risk: this comprises currency risk, interest rate risk and other price risk. 

 

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

fluctuate because of changes in foreign exchange rates. 

 

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

will fluctuate because of changes in market interest rates. 

 

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

will fluctuate because of changes in market prices (other than those arising from interest rate  
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Investment risks (continued) 

 

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 Trustee determines its investment strategy after taking advice from a professional 

investment advisor. The Fund has exposure to these risks because of the investments it makes 

in following the investment strategy set out below. The Trustee manages investment risks, 

including credit risk and market risk, within agreed risk limits which are set taking account of 

the Fund’s strategic investment objectives. These investment objectives and risk limits are 

implemented through the investment management agreements in place with the Fund’s 

investment managers and monitored by the Trustee by regular reviews of the investment 

portfolio. 

 

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

affected by financial risks. The risk noted affects the asset class [S] significantly, [P] partially, 

[H] hardly/not at all. 

 

  Market risk 2026 2025 

 Credit 

risk 

 

Currency 

Interest 

rate 

Other 

price 

Value 

£’000 

Value 

£’000 

Defined benefit section       

Equities H P H S 4 2 

Bonds S P S H 918,898 856,403 

Property P H H S 142,840 392,919 

Pooled investment 

vehicles:   - direct 

 

H 

 

H 

 

H 

 

P 

                          

217,030 

      

       319,230               

Pooled investment 

vehicles:   - indirect 

 

P 

 

P 

 

P 

 

P 

 

 

 

 

Derivatives P P P P   9,341 8,729 

Insurance policy H H S S 958,000 1,071,000  

AVC investments S H H S 2,604 2,736 

Cash deposits and other 

net investment 

(liabilities) / assets 

 

S 

 

P 

 

H 

 

H 

       

(23,065) 

        

(272,280) 

Total DB Section investments    2,225,652 2,378,739 

       

Defined contribution section      
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Investment risks (continued) 

 

Further information on the Trustee’s approach to risk management, credit and market risk is 

set out below. This does not include: the AVC investments, as these are not considered 

significant in relation to the overall investments of the Fund; or the Defined Contribution 

Section, where risks are disclosed in the DC Section of Note 10. 

 

Defined benefit section 

 

Investment strategy 

The investment objective of the defined benefit section (DB Section) is to invest the Fund’s 

assets in an appropriate and secure manner such that member’s benefits are paid as an when 

they fall due. The aim is to maintain a portfolio which will generate investment returns in 

excess of the growth in liabilities which, together with any future contributions, will meet the 

funding objective of maintaining a funding level of at least 100% on a buy-out basis and 

increase liquidity over time.  

 

The Trustee sets the investment strategy for the DB Section taking into account considerations 

such as the strength of the employer covenant, the long-term liabilities of the DB Section and 

the funding agreed with the employer. The investment strategy is set out in its Statement of 

Investment Principles (“SIP”). 

 

The asset mix (see page 11) at 31 March 2026 was: 

- 16.7% in alternative investments (including property). 

- 83.3% in investments that are more likely to move in line with the long-term liabilities of 

the Fund, including a bulk annuity policy and cash. 

 

Credit risk 

The Fund is subject to credit risk because the Fund directly invests in bonds, over-the-counter 

(“OTC”) derivatives and has cash balances. The Fund also invests in pooled investment 

vehicles and is therefore directly exposed to credit risk in relation to the instruments it holds 

in the pooled investment vehicles. The Fund is also indirectly exposed to credit risks arising 

on some of the financial instruments held by the pooled investment vehicles. 

 

A summary of exposures to credit risk is given in the following table and the notes below 

which explain how the risk is managed and mitigated for the different classes: 

 

DB investments exposed to credit risk 2026 2025 

 £’000 £’000 

Bonds 918,898 856,403 

Property let to tenants 142,840 392,919 

Pooled investment vehicles   

   Other funds (direct risk only) 217,030 319,230 

Derivatives – assets 102,192 118,399 

Derivatives – liabilities   (92,851) (109,670) 

Insurance policy          958,000  1,071,000 

Other investments   

AVC investments 2,604         2,736 

Cash and other net investment assets    (23,065)   (272,280) 

     2,225,648  2,378,737 
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Investment risks (continued) 

 

Credit risk arising on bonds held directly is mitigated by investing in government bonds 

where the credit risk is minimal, or corporate bonds which are rated at least investment grade.  

Holdings may occasionally be downgraded to below sub-investment grade but continue to be 

held and monitored. 

 

The Trustee considers financial instruments or counterparties to be of investment grade if 

they are rated BBB- or higher by Standard & Poor’s or Fitch, or rated at Baa3 or higher by 

Moody’s. 

 

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

OTC. OTC derivative contracts are not guaranteed by any regulated exchange and therefore 

the Fund is subject to risk of failure of the counterparty. The credit risk for OTC swaps is 

reduced by collateral arrangements (see Derivatives Note 10). Credit risk also arises on 

forward foreign currency contracts. There are no collateral arrangements for these contracts 

but all counterparties are required to be at least investment grade. 

 

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

 

Credit risk arising from rents due from tenants and leaseholders of the Fund’s property 

portfolios is mitigated thought the managers’ skills and expertise, credit controls procedures 

and the use of rent deposits.  

 

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 manager operates and diversification of investments 

amongst a number of pooled arrangements. The Trustee carry out due diligence checks on the 

appointment of new pooled investment managers and on an on-going basis monitor any 

changes on the operating environment of the pooled manager. 

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

 

Legal nature of the pooled arrangements  2026  2025 

  £’000  £’000 

Open ended investment companies  -  - 

Qualifying investor alternative investment fund  120,197  195,802 

Limited liability partnerships  96,833    123,428 

  217,030    319,230 

 

Indirect credit risk is mitigated through diversification between managers and within funds 

through the managers’ own credit control procedures.   

 

The Fund is subject to credit risk due to holding a bulk annuity insurance policy which make 

payments to the Fund that closely match the pensions (and contingent pensions) being paid to 

a proportion of pensioners. These are held with an insurance company which, because of strict 

regulation, is considered to have a very low chance of default. The Trustee has been advised 

that, under current rules, the benefits provided by the bulk annuity contract would be covered 

by the Financial Services Compensation Scheme in the event of failure of the insurance 

company with which the policy is held.   
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Investment risks (continued) 

 

Currency risk 

The Fund’s exposure to currency risk is greatly reduced with no equity direct or pooled fund 

Managers.  

 

The net currency exposure at the current and previous year-ends was: 

 2026 2025 

 Net exposure 

£’000 

Net exposure  

£’000 

Pounds sterling (GBP)        2,269,899        746,163 

Euros (EUR)               1,002            137 

US dollars (USD)  3,726                91 

Other currencies                205              94 

Total        2,274,832        746,485 

 

Unhedged foreign currency exposure 

 

0.22% 

 

0.04% 

 

Interest rate risk 

The Fund is subject to interest rate risk. Some of the Fund’s investments are held in bulk 

annuity contracts, bonds, index-linked gilts and cash and fluctuate dependent on movements 

in interest rates. At the year-end the bulk annuity policy, bonds, index-linked gilts and cash 

portfolios represented 82.2% of the total investment portfolio (2025: 69.6%). The Trustee also 

notes that an increase or decrease in interest rates will impact on the Fund’s benefit 

obligations. To the extent that assets are held in bulk annuity contracts, bonds, index-linked 

gilts and cash, this represents a broadly natural hedge against the risk in respect of movements 

in interest rates.  The Trustee maintains a collateral buffer on its Liability Driven Investment 

portfolio.  With normal market conditions this will cover any calls arising from normal market 

volatility and also market shocks.  

 

Other price risk 

The Trustee manages the exposure to overall price movements by having diversity in the 

portfolio of investments across various markets. Other price risk arises principally in relation 

to the Fund’s cashflow driven alternative investments (including property) and, when used, 

return seeking portfolio which included equities held in pooled vehicles.  At the year-end the 

cash-flow driven alternatives represented 17.8% of the total investment portfolio (2025: 

30.4%). 

 

The Fund is subject to market risk in relation to its property asset investments.  At the year-

end these assets represented 6.0% of the total investment portfolio (2025: 15.7%).  The Trustee 

mitigates this risk by conducting regular reviews of market conditions with its managers and 

engaging the services of professional valuers. 
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20. CURRENT ASSETS AND CURRENT LIABILITIES  

  

Defined benefit 

CURRENT ASSETS 2026 2025 

   £’000 £’000 

Amounts Due from the Company to the Fund                                          1,213       1,007 

Prepaid Administrative Expenses 163 151 

VAT Receivable                                              175           - 

Cash Balances                                              5,095           8,216 

Current Assets                                                                                      6,646                  9,374 

 

CURRENT LIABILITIES 2026 2025 

   £’000 £’000                                                              
Accrued lump sums                                                                                 (96)                      (44) 

Unpresented Cheques                                                                              (40)                      (28) 

Trustee fees and expenses                                                                               -                         - 

Taxation Payable   (2,610)     (2,649)   

Accrued Investment Fees and Expenses (663) (580)   

Accrued Administrative Expenses (397) (267) 

VAT Payable                                                                                                      -            (313) 

     Current Liabilities                                                                               (3,806)              (3,881) 

 

The £1,213,000 due from the Company (2025: £1,007,000 due from the Company) was in respect 

of pension payments made by the Fund on behalf of the Company and administration costs 

incurred in managing the Fund. 

 

21. CAPITAL AND CONTRACTUAL COMMITMENTS 

 

At 31 March 2026 the Fund had no contractual commitments (2025: £nil) and no other capital 

commitments (2025: £nil). It had no capital contractual obligations outstanding (2025: nil 

capital contractual obligations outstanding) and none for property purchases (2025: none).  

 

The Fund had collateral, held by the Fund’s custodian, of £801,001 in Government Bonds, 

£2,838,864 in Index Linked Government Bonds and £16,985 short term investments that has 

not been included in Net Assets at 31 March 2026 (2025: £6,000 in short term investments).  

 

The Fund had forward foreign currency exchange contracts at the year-end, as disclosed in 

Note 10. 

 

22. CONTINGENT LIABILITIES 

 

In October 2018, the High Court determined that benefits provided to members who had 

contracted out of their pension scheme must be recalculated to reflect the equalisation of state 

pension ages between May 1990 and April 1997 for both men and women. There was 

subsequent clarification in December 2020 of the treatment of transfers out. The Trustee is 

considering, with their advisors, the implication of these rulings on the Fund and the 

equalisation of guaranteed minimum pensions between men and women; in the context of the 

rules of the Fund and the value of any liability. As soon as this review is finalised and any 

liability quantified, members will receive further updates and any impact on financial 

reporting will be considered by the Trustee (2025: no contingent liabilities). A notional  
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Contingent Liabilities (continued) 

 

 

allowance for the impact of GMP equalisation of 0.2% of the estimated value of the winding 

up liabilities has been included in the 2022 and 2025 triennial actuarial valuations. 

The Virgin Media Limited v NTL Pension Trustees II Limited decision, handed down by the 

High Court in June 2023, considered the implications of Section 37 of the Pension Schemes 

Act 1993. Section 37 only allowed the rules of contracted-out schemes in relation to 

contracted-out benefits to be altered where certain requirements were met. 

The Trustees are aware that in July 2024 the Court of Appeal upheld the High Court’s decision 

in the Virgin Media vs NTL Pension Trustees II Limited case. The decision puts into question 

the validity of any amendments made to the rules of a contracted-out pension scheme between 

6 April 1997 and 5 April 2016, in so far as they relate to contracted-out benefits where the 

requirements of Section 37 were not met.  

On 5 June 2025, the Government announced its intention to introduce legislation to give 

affected pension schemes the ability (if necessary) to retrospectively obtain written 

confirmation that historical benefit changes met necessary standards. This was subsequently 

represented as part of the Pension Schemes Act 2026. Based on a high-level review of the 

nature of the amendments made to the Fund rules during the period 6 April 1997 and 5 April 

2016, and subject to seeing details of the final legislation, the Trustee does not expect the 

valuation of scheme liabilities to change materially. 

 

23. SELF INVESTMENT 

 

        Self investment is in respect of administration costs due from the Company (see Note 20). 

There were no employer-related investment in the ordinary shares and corporate bonds of 

Imperial Brands PLC held directly by the Fund, or indirectly through pooled funds, at 31 

March 2026. The value of self investment at 31 March 2026 was £1,213,000, representing 

0.051% of the Fund’s Net Assets (2025: £1,007,000 representing 0.037%). 

 

24. RELATED PARTY TRANSACTIONS 

 

Related party transactions and balances comprise: 

 

Key management personnel 

Contributions were made into the Fund by five directors (2025: four directors) in accordance 

with the Fund Rules. Pension benefits were paid to two directors (2025: two directors) in 

accordance with the provisions of the Trust Deed and Rules. In the year, five directors (2025: 

five directors) received payments from the Fund totalling £200,000 (2025: £200,000), 

disclosed as “Trustees fees and expenses” under Administrative Expenses in Note 8. 

 

Employer and other related parties 

The total administrative expenses of £3,963,000 (2025: £4,816,000), per note 8, included 

£1,290,000 (2025: £1,252,000) recharged to the Fund by the Company. 

 

This does not include expenses of the DC Section which are paid by the Company. 
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Related Party Transactions (continued) 

 

 

The Company made contributions (Note 2) of £21,626,000 to the Fund during the year (2025: 

£20,213,000).   

 

Following the results of the March 2025 valuation, the amount previously credited to an 

escrow account (an Imperial Tobacco Limited account pledged to Imperial Tobacco Pension 

Trustees Limited) was returned to the Company in March 2026.  

 

Additional security is also in place with the Company which would provide supplementary 

funding under specific circumstances: 

- Company agreement to pay deficit contributions if required in future, depending on the size 

of the winding up deficit. 

- The Fund has previously held surety guarantees which can be called upon by the trustee 

board in specified circumstances, such as the Company’s liquidation. Due to the strong 

funding position and the continued improvement over 2025 the Trustee has released the 

existing guarantees subject to reviewing annually with the Company whether these should 

be put back in place (page 6). 

- Increased contributions of three times the annual deficit contribution each year if the credit 

rating of Imperial Brands PLC falls below investment grade. 

- The continuing formal parent company guarantee from Imperial Brands PLC. 

 

 

25. SUBSEQUENT EVENTS 

 

    There are no subsequent events requiring disclosure in the financial statements.  
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Independent Auditor’s Statement about Contributions, under Regulation 4 of The 

Occupational Pension Schemes (Requirement to obtain Audited Accounts and a 

Statement from the Auditor) Regulations 1996, to the Trustee of the Imperial Tobacco 

Pension Fund  

 

Statement about contributions payable under the schedule of contributions 

We have examined the summary of contributions payable to the Imperial Tobacco Pension 

Fund on page 70, in respect of the Fund year ended 31 March 2026. 

 

In our opinion contributions for the Fund year ended 31 March 2026 as reported in the 

Summary of Contributions and payable under the Schedules of Contributions have in all 

material respects been paid at least in accordance with the Schedules of Contributions certified 

by the Fund Actuary on 20 April 2023 and 16 March 2026. 

 

Scope of work on Statement about contributions 

Our examination involves obtaining evidence sufficient to give reasonable assurance that 

contributions reported on page 46 have in all material respects been paid at least in accordance 

with the Schedules of Contributions.  This includes an examination, on a test basis, of evidence 

relevant to the amounts of contributions payable to the Fund and the timing of those payments 

under the Schedules of Contributions. 

 

Respective responsibilities of Trustee and Auditor 

As explained more fully on page 15 in the Statement of Trustees’ Responsibilities, the Fund’s 

Trustee is responsible for ensuring that there is prepared, maintained and from time to time 

revised a Schedule of Contributions showing the rates and due dates of certain contributions 

payable towards the Fund by or on behalf of the employer and the active members of the Fund.  

The Trustee Is also responsible for keeping records in respect of contributions received in 

respect of active members of the Fund and for monitoring whether contributions are made to 

the Fund by the employer in accordance with the Schedules of Contributions. 

 

It is our responsibility to provide a statement about contributions paid under the Schedules of 

Contributions and to report our opinion to you. 

 

Use of our statement 

This statement is made solely to the Fund’s Trustee as a body, in accordance with the Pensions 

Act 1995.  Our audit work has been undertaken so that we might state to the Fund’s Trustee 

those matters we are required to state to them in an auditor’s statement and for no other 

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

anyone other than the Fund and the Fund’s Trustee as a body, for our audit work, for this 

statement, or for the opinions we have formed. 

 

 

 

RSM UK Audit LLP  

Statutory Auditor 

Chartered Accountants 

10th Floor 

103 Colmore Row 

Birmingham  

B3 3AG  

                                      

Date:         
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 IMPERIAL TOBACCO PENSION FUND 

 SUMMARY OF CONTRIBUTIONS PAYABLE 

 FOR THE YEAR ENDED 31 MARCH 2026 

 

During the year the contributions payable to the Fund were as follows: 

 

 

                                                                                                   Employee          Employer 

                                                                                                          £’000                 £’000 

 

  Required by the schedules of contributions: 

  

 DB Section - Normal Contributions                                                            -                         - 

  

 DC Section – Normal Contributions - 19,421 

                              – Special Contributions      -  2,205 

                                                                                                                                                    ___ __            

    -            21,626 

 

         Other contributions payable: 

 

          DC Section - Additional Voluntary Contributions                                   209  

 

                                                                                  ___                 ___ __                      

        Total contributions                                                                             209            21,626    

 

 

 

The Employer contribution in the year relating to the DB section was nil (2025: nil). The 

contribution payable is dependent on the size of any winding up deficit or surplus, based on an 

annual assessment, and the cost of ongoing accrual. There is also a contingent contributions 

arrangement in place which triggers in the event of a rating change, as defined in the most recent 

schedule of contributions. This arrangement was not triggered during this year or the prior year.   

 

 

 

 

 

      Approved by the Trustee and signed on its behalf by: 

  

 

 

 
       Dalriada Trustees Limited, represented by T Lukic  

       Chair 

  

       Date:                         
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 IMPERIAL TOBACCO PENSION FUND 

 COMPLIANCE STATEMENT 

 
 
The Fund  

The Fund was established under UK trust law in 1929 as a legal entity with its own assets that 

were, and continue to be, separate from those of the Company. 

 

The Fund is a hybrid benefit pension scheme and is the main means of pension provision for the 

Company’s UK employees, providing retirement benefits for members and benefits for 

dependants of deceased members. 

 

Any request for further information relating to the Fund should be addressed to the Head of UK 

Pensions, Imperial Tobacco Pension Fund, PO Box 3242, Winterstoke Road, Bristol, BS3 9GY 

or email to Pension.enquiries@uk.imptob.com. 

 

Tax Status 

The Fund is a Registered Pension Scheme under Chapter 2, Part 4, of the Finance Act 2004. This 

means that contributions by employers and employees are normally eligible for tax relief, and 

income and capital gains earned by the Fund receive preferential tax treatment. 

 

Membership  

Membership of the Fund is voluntary. 

 

Pension Increases 

The Rules of the Defined Benefit section of the Fund provide that on 1 April each year that for 

members who joined the Fund prior to April 2002 (“pre-2002 members”) part of the pension or 

deferred pension which exceeds the Guaranteed Minimum Pension (“GMP”), shall be increased 

by the lower of 10% and the increase in the Retail Prices Index in the year to the previous 

December. For members who joined the Fund on or after 1 April 2002 (“post-2002 members”) 

the cap on increases is 5%. As from 1 April 2025 pensions and deferred pensions were increased 

by 3.46% for pre-2002 members and 3.46% for post-2002 members on the excess over GMP 

(2024: 5.16% for pre-2002 and 5.00% for post-2002 members). The increase did not apply to 

members who are only entitled to Equivalent Pension Benefits. 

 

There were no discretionary increases during the period.   

 

Transfer Values 

Payments made in respect of members who exercise their rights to have transfer payments made 

to other pension arrangements reflect the value of their accrued benefits and are calculated in 

accordance with the provisions of the Pension Schemes Act 1993 using tables provided by the 

Actuary. There has been no recent custom or practice of awarding discretionary benefits to 

deferred pensioners, other than the Trustee allowing early payment of deferred pensions on 

neutral financial terms so no allowance is made for any discretionary benefits in the calculation 

of transfer values.  Payments made during the year fully reflected the value of the members’ 

accrued benefit rights.  
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Internal Dispute Resolution Procedure 

The Internal Dispute Resolution Procedure provides a formal mechanism through which 

individuals can seek resolution of any complaint or dispute relating to the Fund. The Procedure 

covers disagreements between the Trustee and members, prospective members, widows, 

widowers and dependants. A copy of the Procedure is available on request from the Pensions 

Manager. 

 

Additional compliance information 

The following information can be found online on the Fund’s website 

www.myimperialpension.com: 

 

- Statements of Investment Principles.  

- Implementation statement. 

- Chair’s statement. 

- Taskforce on climate-related financial disclosures report.  

 

http://www.myimperialpension.com/
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