 
ANNUAL STATEMENT REGARDING GOVERNANCE OF THE DEFINED CONTRIBUTION FUNDS in 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 2024 to 31 March 2025 (“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; https://www.thepensionsregulator.gov.uk/en/document-library/scheme-management-detailed-guidance/communications-and-reporting-detailed-guidance/6-communicating-and-reporting/a-quick-guide-to-the-chairs-statement
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 2025 £121,544,292). Since 1 October 2023 all active members have built up benefits in the Defined Contribution Section. The assets of the Defined Contribution section are managed by Legal and General Assurance Society Limited ("L&G"). L&G also administers the Defined Contribution 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 2025, £2,735,699 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 Defined Contribution Section for the purposes of investing AVCs. These arrangements are considered as part of the Defined Contribution Section throughout this statement.

1.1. Changes to the defined contribution arrangements over the year

In 2024 the Trustee decided that it would undertake a further in-depth review of the default arrangement and the self-select funds.  The assessment of the default arrangement was that it was fit for purpose but it was not reflective of the best-in-class arrangements available.  

In considering what arrangements are appropriate for the Fund, the Trustee also considered the pros and cons of having a bespoke own design default (as was in place with Aegon) or a provider’s own off the shelf default arrangement.  The Trustees recognised that default arrangement design has evolved, with competitive charges available from providers, since the Fund’s arrangement was put in place.  In addition, providers offer interactive member experience from joining a pension scheme to retirement.  The Trustee has concluded the review of the default arrangement and other funds.  

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.  At the same time the Trustee also reviewed the arrangements for Defined Benefits members with AVC savings.  It agreed to make the same arrangements with L&G available to those members.  On 10 February 2025 the AVC funds for Defined Benefits members were transferred to L&G.  The change for members provided members with access to more investment options, with lower charges. For members who had savings invested in the Aegon High Equity With-profits Fund the Trustee provided a one-off uplift payment in the value of the AVC benefits paid into the new L&G arrangement. This was in recognition that the With-profits Fund had the potential to grow through regular ‘bonuses’ and a final bonus that was paid out when the policy came to an end (including on transfer to L&G).  The payment was provided to give more certainty that relevant members would be no worse off following the transfer to L&G.


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 at the end of this statement.  The SIP was updated in January 2025 to reflect the changes in the arrangements in the Fund year and to include the Trustee’s policy on investing in illiquid assets.

As mentioned above the investments were moved from Aegon to L&G during the year.  Details of the default arrangement managed by Aegon that was in place for the first part of the year and have now been superseded are included in an annex to this statement.  This section provides details of the current default arrangement managed by L&G.  

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

· The fund aims to help investors build their real retirement income, whilst managing possible downside risk. The asset allocation of the Fund aims to be aligned with the members’ chosen retirement goals in the run-up to retirement.

· The fund is part of a range of funds designed to help meet the needs of investors that share anticipated target retirement dates. The fund provides exposure to a range of different asset classes that may include equities, bonds, property, commodities, and listed infrastructure, private equity, private credit and global real estate companies, which may be actively or passively managed. The asset allocation of the fund is managed by LGIM and evolves over time. There are four investment phases; ‘growth’, ‘steady growth’, ‘preparing for retirement’ and ‘retirement’, depending on how close investors are to retirement. Over time, as investors move through the four phases, the proportion of riskier investments, such as equities is decreased and the proportion of less risky investments, such as government and corporate bonds is increased.

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 2055-2060 ‘vintage’, which is the fund a member would be put in if they had a target retirement date between 2055-2060. This means as at 31 March 2025 the member invested in this fund would be between 30 and 35 years. 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.

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 www.legalandgeneral.com/imperialpas

[image: ]
￼Source: L&G

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 fund, for the defined contribution 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 December 2024 (%)

	
	25 years old
	45 years old
	55 years old
	65 years old

	Listed equities
	78.0
	78.0
	44.2
	14.1

	Corporate bonds
	6.6
	6.6
	17.6
	28.9

	Government bonds
	4.5
	4.5
	11.3
	14.6

	Alternative & active credit
	4.6
	4.6
	10.2
	9.8

	Listed alternatives
	4.8
	4.8
	10.3
	7.8

	Cash
	0.5
	0.5
	2.2
	8.9

	Private Markets 
	1.0
	1.0
	4.2
	15.9



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.
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. This 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. 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 having 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 December 2024

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

	25
	12.0
	5.6

	45
	11.4
	4.5

	55
	6.3
	3.4


Source: L&G


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

	[bookmark: _Hlk191326420]Table 3
Fund name
	Net investment return to 31 December 2024

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

	L&G PMC 2070 - 2075 Target Date Fund 3
	12.0%
	Not available

	L&G PMC 2065 - 2070 Target Date Fund 3
	12.0%
	5.7%

	L&G PMC 2060 - 2065 Target Date Fund 3
	11.6%
	5.6%

	L&G PMC 2055 - 2060 Target Date Fund 3
	11.4%
	5.6%

	L&G PMC 2050 - 2055 Target Date Fund 3
	11.3%
	5.8%

	L&G PMC 2045 - 2050 Target Date Fund 3
	11.4%
	5.4%

	L&G PMC 2040 - 2045 Target Date Fund 3
	11.4%
	5.4%

	L&G PMC 2035 - 2040 Target Date Fund 3
	10%
	4.20%

	L&G PMC 2030 - 2035 Target Date Fund 3
	6.3%
	3.4%

	L&G PMC 2025 - 2030 Target Date Fund 3
	5.1%
	2.7%

	L&G PMC 2020 - 2025 Target Date Fund 3
	4.5%
	2.40%

	L&G PMC 2015 - 2020 Target Date Fund 3
	3.2%
	1.3%

	Legal & General Mastertrust Active Global Equity Fund
	7.2%
	4.2% since May 2021

	Legal & General Mastertrust Positive Change Fund
	4.2%
	-3.5% since May 2021

	Legal & General Mastertrust UK Smaller Companies Fund
	9.2%
	7.9%

	Legal & General Mastertrust Active Diversified Growth Fund
	6.6%
	2.9%

	Legal & General Mastertrust Emerging Markets Index Fund
	11.9%
	3.6%

	Legal & General Mastertrust Global Fossil Fuel Exclusions Equity Index Fund
	20.2%
	10.5% since May 2021

	Legal & General Mastertrust Future World Multi-Asset Fund
	5.7%
	3.4%

	Legal & General Mastertrust Global Developed Index Equity Fund
	19.8%
	12.4%

	Legal & General Mastertrust Global Real Estate Index Equity Fund
	2.1%
	0.8%

	Legal & General Mastertrust Short Dated Bond Index Fund
	4.8%
	1.40%

	Legal & General Mastertrust Smaller Companies Index Fund
	14.9%
	1.5% since March 2022

	L&G PMC AAA-AA-A Corporate Bond - All Stocks - Index Fund 3
	0.9%
	-1.6%

	L&G PMC Cash Fund 3
	5.2%
	2.3%

	L&G PMC Ethical Global Index Equity Fund 3
	19.5%
	12.6%

	L&G PMC Future World Fund 3
	12.8%
	9.1%

	L&G PMC Global Diversified Credit Fund 3
	6.9%
	2.9% since April 2022

	L&G PMC HSBC Islamic Global Equity Index Fund 3
	30.0%
	16.9%

	L&G PMC Janus Henderson Fixed Interest Monthly Income Fund 3
	3.9%
	0.2%

	L&G PMC Multi-Asset Fund 3
	5.7%
	3.3%

	L&G PMC Future World Annuity Aware Fund 3
	-3.5%
	-5.0%

	L&G PMC Sustainable Property Fund 3
	4.2%
	3.1%

	L&G PMC Retirement Income Multi-Asset Fund 3
	4.6%
	3.0%


	L&G PMC CT Managed Equity 3
	13.3%
	7.7%

	L&G PMC UK Index Equity Fund 3
	9.3%
	4.8%

	L&G PMC World (Ex-UK) Equity Index Fund 3
	19.9%
	12.5%

	L&G PMC Over 5 Year Index Linked Gilts Index 3
	-11.0%
	-8.2%

	The Legal & General Annuity Lifestyle
	N/A
	N/A

	The Legal & General Cash Lifestyle
	N/A
	N/A

	The Legal & General Drawdown Lifestyle
	N/A
	N/A

	L&G Annuity Lifestyle - MT Future World MAF
	N/A
	N/A

	L&G Cash Lifestyle - MT Future World MAF
	N/A
	N/A

	L&G Drawdown Lifestyle - MT Future World MAF
	N/A
	N/A


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 are indicative and not reflective of actual member experience. 

3.2	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 the investment funds 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 the statutory guidance when compiling the information in this section, which uses the median fund value and the age of 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 (the 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 implicit costs (transaction costs) on funds held through the Defined Contribution section as at 31 December 2024. These have been provided by L&G.

The TER on the default arrangement (the L&G PMC Target Date Funds 3) is 0.19% p.a. which is well below the statutory charge cap of 0.75%.


	Table 4
Fund name
	AMC (% p.a.)
	FMC (% p.a.)
	Transaction costs (% p.a.)
	Total costs and charges
(% p.a.)

	L&G PMC Target Date Funds 3 (the default arrangement)
	0.04
	0.15
	0.00%
	0.019%

	Legal & General Mastertrust Active Global Equity Fund
	0.04
	0.67%
	0.00%
	0.71%

	Legal & General Mastertrust Positive Change Fund
	0.04
	0.53%
	0.00%
	0.57%

	Legal & General Mastertrust UK Smaller Companies Fund
	0.04
	0.22%
	0.00%
	0.26%

	Legal & General Mastertrust Active Diversified Growth Fund
	0.04
	0.85%
	0.00%
	0.89%

	Legal & General Mastertrust Emerging Markets Index Fund
	0.04
	0.26%
	0.00%
	0.30%

	Legal & General Mastertrust Global Fossil Fuel Exclusions Equity Index Fund
	0.04
	0.17%
	0.00%
	0.21%

	Legal & General Mastertrust Future World Multi-Asset Fund
	0.04
	0.16%
	0.00%
	0.20%

	Legal & General Mastertrust Global Developed Index Equity Fund
	0.04
	0.10%
	0.00%
	0.14%

	Legal & General Mastertrust Global Real Estate Index Equity Fund
	0.04
	0.19%
	0.00%
	0.23%

	Legal & General Mastertrust Short Dated Bond Index Fund
	0.04
	0.12%
	0.01%
	0.17%

	Legal & General Mastertrust Smaller Companies Index Fund
	0.04
	0.52%
	0.00%
	0.56%

	L&G PMC AAA-AA-A Corporate Bond - All Stocks - Index Fund 3
	0.04
	0.11%
	0.07%
	0.23%

	L&G PMC Cash Fund 3
	0.04
	0.09%
	0.08%
	0.21%

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

	L&G PMC Future World Fund 3
	0.04
	0.24%
	0.00%
	0.28%

	L&G PMC Global Diversified Credit Fund 3
	0.04
	0.38%
	0.00%
	0.42%

	L&G PMC HSBC Islamic Global Equity Index Fund 3
	0.04
	0.32%
	0.06%
	0.42%

	L&G PMC Janus Henderson Fixed Interest Monthly Income Fund 3
	0.04
	0.66%
	0.00%
	0.70%

	L&G PMC Multi-Asset Fund 3
	0.04
	0.13%
	0.00%
	0.17%

	L&G PMC Future World Annuity Aware Fund 3
	0.04
	0.12%
	0.07%
	0.23%

	L&G PMC Sustainable Property Fund 3
	0.04
	1.95%
	0.10%
	2.09%

	L&G PMC Retirement Income Multi-Asset Fund 3
	0.04
	0.29%
	0.00%
	0.33%

	L&G PMC CT Managed Equity 3
	0.04
	0.48%
	0.00%
	0.52%

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

	L&G PMC World (Ex-UK) Equity Index Fund 3
	0.04
	0.12%
	0.00%
	0.16%

	L&G PMC Over 5 Year Index Linked Gilts Index 3
	0.04
	0.08%
	0.00%
	0.12%

	The Legal & General Annuity Lifestyle
	0.04
	N/A
	N/A
	N/A

	The Legal & General Cash Lifestyle
	0.04
	N/A
	N/A
	N/A

	The Legal & General Drawdown Lifestyle
	0.04
	N/A
	N/A
	N/A

	L&G Annuity Lifestyle - MT Future World MAF
	0.04
	N/A
	N/A
	N/A

	L&G Cash Lifestyle - MT Future World MAF
	0.04
	N/A
	N/A
	N/A

	L&G Drawdown Lifestyle - MT Future World MAF
	0.04
	N/A
	N/A
	N/A


Note: Given that new contributions were transferred to L&G on the 1st October 2024 and existing members were transferred on 8th January 2025, fund charges and transaction costs are indicative and not reflective of actual member experience.


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 nil over the year to 31 December 2024. The unit price of the L&G PMC Target Date Funds took account of the costs of buying and selling assets in the Fund.

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 an example member.  

Current age is 22 and retirement age is 65. This is based on the age of the youngest person in the scheme. 
Their current salary is £42,000 and will increase each year by 2.5%. 
Future contributions paid will be 12% of your salary (£420 each month increasing by 2.5% each year in line with assumed salary increases). 
The existing fund value is £25,044 which based on the median value of the total holdings within the scheme. 

The Trustee has shown the Target Date Fund 2065-70 (as default investment for youngest member). 
The Trustee has also included illustrations showing the L&G Cash Fund and L&G MT Positive Change Fund to show the asset classes with the lowest and highest assumed growth, and the L&G PMC Over 15 Year Index Linked Gilts Index 3 and L&G PMC Sustainable Property Fund 3 as the funds with the lowest and highest charges over the reporting period.

The tables below 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.

Example member – For the youngest active member the estimated impact of charges on accumulated fund values is shown in the tables below.

	[bookmark: _Hlk191392877]Table 5
Age
	[bookmark: _Hlk191328081]L&G PMC 2065 - 2070 Target
Date Fund 3
	L&G Cash Fund
	L&G MT Positive Change 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

	23
	£30,785
	£30,714
	£71
	£29,892
	£29,856
	£36
	£31,245
	£31,075
	£170

	25
	£42,372
	£42,109
	£263
	£39,157
	£39,032
	£125
	£44,100
	£43,454
	£646

	27
	£54,125
	£53,601
	£524
	£47,872
	£47,635
	£237
	£57,625
	£56,305
	£1,320

	32
	£84,442
	£82,932
	£1,510
	£67,426
	£66,824
	£602
	£94,926
	£90,893
	£4,033

	42
	£150,912
	£145,706
	£5,206
	£98,251
	£96,627
	£1,624
	£189,967
	£174,338
	£15,629

	52
	£229,113
	£217,159
	£11,954
	£120,156
	£117,241
	£2,915
	£326,373
	£285,887
	£40,486

	62
	£314,864
	£292,560
	£22,304
	£135,197
	£130,839
	£4,358
	£528,456
	£440,193
	£88,263

	65
	£337,164
	£311,351
	£25,813
	£138,620
	£133,813
	£4,807
	£606,971
	£497,724
	£109,247







	Table 6
Age
	L&G PMC Over 15 Year Index Linked Gilts Index 3
	L&G PMC Sustainable Property Fund 3

	
	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

	23
	£31,245
	£31,196
	£49
	£31,245
	£30,674
	£571

	25
	£44,100
	£43,913
	£187
	£44,100
	£41,963
	£2,137

	27
	£57,625
	£57,241
	£384
	£57,625
	£53,310
	£4,315

	32
	£94,926
	£93,743
	£1,183
	£94,926
	£82,101
	£12,825

	42
	£189,967
	£185,303
	£4,664
	£189,967
	£142,884
	£47,083

	52
	£326,373
	£314,079
	£12,294
	£326,373
	£210,783
	£115,590

	62
	£528,456
	£501,173
	£27,283
	£528,456
	£289,530
	£238,926

	65
	£606,971
	£573,020
	£33,951
	£606,971
	£315,893
	£291,078



4B.2. AVCS
For the AVC arrangement, no members are currently paying contributions therefore we have decided to illustrate one example member as follows:

	Table 7
Example Member
	Current Age
	Retirement Age
	Current fund value (£)

	Youngest member
	41
	65
	20,800


In accordance with the guidance, we have produced illustrations to demonstrate the cumulative effect of the above costs and charges for the L&G PMC 2050 -2055 Target Date Fund 3 and the HSBC Islamic Global Equity Index Fund 3 and the MT Global Developed Index Equity Fund because these are the funds with the highest and lowest charges respectively 

For the AVC example member, the estimated impact of charges on accumulated fund values is shown in the table below.

	Table 8 Age
	L&G PMC 2050 - 2055 Target
Date Fund 3
	L&G PMC HSBC Islamic Global Equity Index Fund 3
	L&G MT Global Developed Index 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
	Fund value (before charges)
	Fund value (after charges)
	Impact of charges on fund value

	42
	£21,368
	£21,313
	£55
	£21,510
	£21,420
	£90
	£21,510
	£21,480
	£30

	44
	£22,552
	£22,376
	£176
	£23,004
	£22,716
	£288
	£23,004
	£22,908
	£96

	46
	£23,800
	£23,493
	£307
	£24,602
	£24,091
	£511
	£24,602
	£24,431
	£171

	51
	£27,234
	£26,535
	£699
	£29,099
	£27,902
	£1,197
	£29,099
	£28,695
	£404

	61
	£35,376
	£33,583
	£1,793
	£40,710
	£37,430
	£3,280
	£40,710
	£39,586
	£1,124

	65
	£37,414
	£35,150
	£2,264
	£46,562
	£42,097
	£4,465
	£46,562
	£45,023
	£1,539


		

2


4B.4. 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 £10, except for smaller fund values where the effect of rounding would be disproportionate.
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 in any year 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 9
Fund
	Total costs and charges1
	
Growth rate (gross of charges)

	L&G PMC 2065 - 2070 Target Date Fund 3
	0.25% p.a.
	2.7% p.a.

	L&G MT Positive Change Fund
	0.59% p.a.
	4.4% p.a.

	L&G PMC Over 15 Year Index Linked Gilts Index 3
	0.17% p.a.
	4.4% p.a.

	L&G PMC Sustainable Property Fund 3
	1.99% p.a.
	4.4% p.a.

	L&G Cash Fund 
	0.13% p.a.
	-0.5% p.a.



1This is the TER plus the averaged 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.

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 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 a 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. These processes include:

· Use of a standard operating procedure manual (this is a guide which is used by the administration team to ensure that repeat tasks are carried out in the same way each time).
· Quality / in-line checking of tasks by another individual.
· Quality sampling, where a number of cases per process and/or per member of staff are sampled to be checked by more senior or experienced members of staff, who are in turn subject to checks by another team.
· Daily monitoring of bank accounts and daily processing of both contribution files and cash allocation.
· Use of an internal Knowledge Management system, known as ‘AME’, which holds and links to all scheme specific information and processes via a page specific to each scheme. All requested updates are approved by the Client Directors who in turn review the pages annually to ensure consistency in the tasks their colleagues process.
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;
· L&G attends at least one Investment Committee meeting a year, and maintains regular communication with the Scheme 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; and the majority of core financial transactions have been processed promptly and accurately since appointment, with appropriate steps being taken to return to improve where this expectation has not been met.

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 the 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" or the process of determining this for scheme members. As part of the selection process for L&G as provider for the Defined Contribution section, the Trustee considered a range of factors to assess the suitability of L&G including its value. The Fund is not subject to the more detailed value for members assessment requirements, the Trustee has taken account of the relevant guidance and the Pensions Regulator’s General Code of Practice when carrying out this assessment.
6.1. Costs 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 costs and charges have been identified as the AMC and FMC which make up the TER and transaction costs, as set out in section 4 of this statement. The Trustee’s assessment when selecting L&G concluded that all short-listed providers were significantly cheaper than the previous default arrangement and L&G (and one other provider) were the cheapest. Although no benchmarking information is available for transaction costs, those reported for the Defined Contribution section over the period appear reasonable compared to costs we have seen reported for similar funds. L&G typically uses cash flows to manage and minimise transaction costs and the majority of investments in the Defined Contribution section are in the default Target Date Funds, using index-tracking funds which have lower transaction costs than more actively managed funds. The Trustee has arranged for AVC members’ funds to be transferred to the same arrangement and on the same terms as the Defined Contribution section members so as to take advantage of the lower costs and charges (and other benefits) it provides.

The Trustee has considered the benefits of membership under the following categories: governance, investments, and non-investment criteria (provider profile, communication, administration, provider governance, at-retirement support and wider reward). These factors contribute to the assessment when considering overall value for members. 
A summary of the assessment for both the DC section and AVCs benefit is set out below.

6.2. 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 a 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 at 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.

6.3. Investments
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 which 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.

6.4. 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. Since appointment, L&G met the SLA for all tasks 99.93% of the time and 97.41% 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 no member complaints during the period. 
Interfaces used to provide data to L&G include automatic validation of key member data. There is currently no specific action regarding data quality deemed necessary to be included within the Trustee’s Business Plan although this is kept under review.

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. 

6.5 Member communications
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 and relevant sources of information are 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 held webinars for active members of the DC section when L&G was appointed and also after members’ investments were transferred from Aegon to L&G.  Over 550 active members (c47% of active members) attended the later webinars. 

The Trustee concluded that the Fund's communications available to members were appropriate and the level of engagement from active members is high. 

6.6 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 scheme-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. 

The Trustee's assessment for the year ended 31 March 2025 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.
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 Scheme 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 scheme 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 Trustees also had at the dedicated training session on 19 June 2024 (details below) 
· 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 

	L&G funds and Target Date Funds
	DC investment 
	Presentation and discussion
	June 2024 

	LDI headroom and collateral
	DB Investment 
	Ditto
	June 2024 

	Risk
	Risk management 
	Ditto 
	June 2024 

	Legal update
	Pensions Law - Fiduciary duties, case law, code of practice 
	Ditto 
	June 2024 

	Cyber security 
	Information Security
	Incident simulation 
	June 2024 



	Trustee Board meetings

	Name
	Area covered
	Content type 
	Date 

	GMP Equalisation 
	Scheme benefits
	Paper presented at meeting
	June 2024

	DB funding code
	Funding 
	Paper presented at meeting
	September 2024

	Budget update
	Scheme benefits, including tax on benefits at death
	Paper presented at meeting
	December 2024





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. 

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:      June 2025



ANNEX to the annual statement regarding governance of the Defined Contributions funds. 

For part of the period covered by the statement, the default arrangement was managed by Aegon.  This default arrangement is no longer available to members and no money has been invested in this arrangement since 8 January 2025.  For compliance purposes information on the net investment returns for the Aegon default arrangement is shown here. We have not provided detail on the transaction costs for the historic default arrangement managed by Aegon, for detail on transaction costs for your current default, managed by L&G, please see main section of the statement.

The information available relates to the year ending 31 December 2024.  

The default investment option has an asset allocation that initially aims to maximise returns, at an appropriate level of risk, for the majority of the members’ working life before switching as retirement approaches into diversified funds, to target income drawdown. In the growth phase the default investment option invests in equities and other growth-seeking assets that will provide growth with some downside protection and some protection against inflation erosion.  It then seeks to reduce investment risk, with potentially lower growth, as a member approaches retirement.

The funds used in the default investment option, the Variable Income Lifecyle are listed in the table below. 

	Fund
	Actual
	Benchmark
	Actual
	Benchmark
	Actual
	Benchmark

	
	1 year
	1 year
	3 years
	3 years
	5 years
	5 years

	
	(% p.a.)
	(% p.a.)
	(% p.a.)
	(% p.a.)
	(% p.a.)
	(% p.a.)

	ITPF Global Equity Fund
	20.4 
	20.1 
	8.0
	7.6
	11.4
	11.1

	ITPF Diversified Growth Fund
	8.3
	9.3
	2.1
	7.6
	3.4
	6.2

	ITPF Annuity Protection Fund
	-3.9
	-4.4
	-8.9
	-9.5
	-4.7
	-5.2

	ITPF Cash Fund
	5.5
	5.1
	3.8
	3.7
	2.3
	2.2



Charges – the DC Section
Aegon impose charges on member’s DC funds. Each fund carries a total charge known as the Total Expense Ratio (TER) which is expressed as a percentage of the fund value. The TER consists predominantly of the Annual Management Charge (AMC), which is Aegon’s cost for administration and investment management, but also includes additional expenses such as custody costs, auditor fees and other operational expenses, excluding transaction costs. The TER is paid by the members and is reflected in the unit price of the funds.
The AMC and TER currently applicable to each of the Aegon funds in the Variable Income Lifecycle, the default investment option is shown in the table below:- 

	Aegon Investment Fund
	Aegon AMC (% p.a.)
	Total Expense Ratio (% p.a.)**

	ITPF Diversified Growth Fund
	0.67
	0.95

	ITPF Global Equity Fund
	0.35
	0.36

	ITPF Annuity Protection Fund
	0.32
	0.36

	ITPF Cash Fund
	0.32
	0.33



As the default is a lifestyle approach, members’ assets are automatically moved between different investment funds as they approach their target retirement date. This means that the level of charges varies from between 0.53% and 0.58% depending on how close members are to their target retirement date.  

Net investment returns

For the arrangements where investment returns vary with age, such as the default strategy and the alternative lifestyle strategies, there is a requirement to show investment returns over various periods to the end of the Fund year for a member aged 25, 45 and 55 at the start of the period the returns are shown over. Below are the annualised net investment returns to 31 December 2024 for all strategies where lifestyling takes place.

	
Time period

	1 year (%) 

	5 years (% p.a)


	Age of member at beginning of period (years)
	
	

	
	Variable Income Lifecycle - Default

	25, 45 and 55 
	14.3
	7.4

	
	Secured Income Lifecycle

	25, 45 and 55 
	14.3
	7.4

	
	Cash Lifecycle

	25, 45 and 55 
	14.3
	7.4



Notes: Age-related returns for members in lifestyle strategies assume annual switching in the glidepath
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