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TRUSTEE’S REPORT FOR THE YEAR ENDED 31 MARCH 2022 

The Trustee Directors present to the members their annual report and financial statements for the year ended 

31 March 2022. 

Scheme Information 

The Nuffield Health Pension and Life Assurance Scheme is governed by the Definitive Trust Deed, dated 

11 December 2012, including subsequent amendments. 

The Scheme provides pensions and lump sum benefits on retirement and death for those employees who are 

members of the Scheme. 

The Final Salary Section closed on 31 May 2007 and a new Money Purchase section was opened on 1 June 2007 

for the members who were active at that date. 

The Scheme provides both defined contribution and defined benefit pensions.  The defined benefit section is 

closed to both new employees and to future accrual. 

Trustee Directors are appointed and removed from office by the principal employer in accordance with the Trust 

Deed. Trustee Directors have the responsibility for ensuring that the Scheme is properly run, in accordance with 

its governing documents, and in the best interests of the members.  

Under the provisions of the Pensions Act 2004, at least one-third of the Trustee Directors must be nominated 

by Scheme members.  In accordance with these provisions three Member Nominated Trustee Directors were 

previously appointed but have since resigned. At the time of writing the Trustees are reviewing the Trustee 

board with a view to moving to a sole Trusteeship with an Independent Professional Trustee. 

During the year the Trustee Directors met regularly to review the management of the Scheme and to monitor 

the performance of the investment managers, administrators and advisers. 

Membership  

 Actives – 

Hybrid Deferred DB Only 

Deferred –  

Hybrid Pensioners 

As at 31st March 2021 426 2,037 653 3,060 

Adjustments/Late notifications 1 (6) (1) (3) 

As at 1st April 2021 427 2031 652 3,057 

Net movements over year (107) (104) (37) 3 

As at 31st March 2022 377 1,927 615 3,060 

The number of active defined contribution and deferred defined benefit members includes 377 members (2021: 426) who 

are entitled to defined benefits in respect of their pre-31 May 2007 membership. 

Pension increases 

All pensions in payment were increased in accordance with the Rules of the Scheme. The increases applied on 

1 January 2022 were 

Pre 88 GMP – 0% 

Post 88 GMP – 0.0% 

Pre 05 Excess – 2.5%  

Post 05 – 2.5% 

Deferred pensions in excess of the GMP are increased annually in line with the cost of living, up to a maximum 

of 5%.  There were no discretionary increases made during the year. 

Transfer Values 

Cash equivalents transfer values to other approved pension arrangements are calculated and verified as 

prescribed by Section 97 of the Pension Schemes Act 1993.  No discretionary benefits are included. 
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Benefit/Scheme Changes 

There have been no other significant changes over the year to 31 March 2022. 

Financial Development of the Scheme 

Changes in the Scheme’s net assets during the year were as follows: 

  £) 

 
Net assets at 31 March 2021 514,190,743) 

 Net withdrawals from dealings with members (12,047,960) 

 Net returns on investments 22,710,398) 

 
Net assets at 31 March 2022 524,853,181) 

The financial statements for the year have been prepared and audited in accordance with Sections 41(1) and (6) 

of the Pensions Act 1995. 

World events 

Global financial markets have experienced, and may continue to experience, significant volatility resulting from 

the pandemic, geopolitical factors (such as Russia’s war in Ukraine and changes in the UK government) as well 

as wider economic factors both in the UK and globally. In accordance with the requirements of FRS102 and the 

Pensions SORP the fair valuations at the date of the Statement of Net Assets reflect the economic conditions in 

existence at the year end.  

The Trustees have evaluated all subsequent events or transactions for potential recognition or disclosure 

through to the date on which the Trustees’ Report is approved and have determined that there were no 

additional subsequent events requiring adjustment to, or disclosure in the Scheme’s financial statements. The 

Trustee continues to monitor the situation and currently there are no issues with the settlement of trades the 

Scheme is invested in. 

GMP Equalisation 

On 26 October 2018, the High Court handed down a judgment involving the Lloyds Banking Group’s defined 

benefit pension schemes. The judgment concluded the schemes should be amended to equalise pension 

benefits for men and women in relation to guaranteed minimum pension benefits. On 20 November 2020, the 

High Court also ruled that pension schemes will need to revisit individual transfer payments made since May 

1990.  

Under the rulings, schemes are required to backdate benefit and transfer out adjustments in relation to GMP 

equalisation and provide interest on the backdated amounts. Based on an initial assessment of the likely 

backdated amounts and related interest the Trustee do not expect these to be material to the financial 

statements and therefore have not included a liability in respect of these matters in these financial statements. 

They will be accounted for in the year they are determined. 

Going concern  

The Trustee of the Scheme has made an assessment on going concern and given the funding position and the 

support from the Sponsoring Employer, the Trustee concluded that the Scheme retains sufficient assets that the 

going concern basis remains appropriate for the foreseeable future and at the very least for the next twelve 

months.  

Enquiries 

All enquiries about the Scheme and individual benefit entitlements should be addressed to the Scheme Trustee:  

c/o XPS Administration Limited, 1 Colmore Row, Birmingham B3 2BJ 

Defined Contribution Section  

Email: nuffield@xpsplc.com  

Defined Benefits Section  

Email: nuffielddb@xpsplc.com  

  

mailto:nuffield@xpsplc.com
mailto:nuffielddb@xpsplc.com
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MoneyHelper 

MoneyHelper provides pension guidance, money guidance and debt advice. These services were previously 

provided by three separate government entities: The Pensions Advisory Service (TPAS), Pension Wise and the 

Money Advice Service. MoneyHelper can be contacted at:  

MoneyHelper 
Holborn Centre 

120 Holborn 

London EC1N 2TD 

Tel:  0800 011 3797 
Email: pensions.enquiries@moneyhelper.org.uk 

Website: www.moneyhelper.org.uk 

Pensions Ombudsman 

If a member has a complaint against the Scheme that has not been resolved to his or her satisfaction through 

the Scheme’s Dispute Procedure, the government appointed Pensions Ombudsman can investigate complaints 

of injustice caused by bad administration, either by the Trustee or Scheme administrators, or disputes of fact or 

law.  The Pensions Ombudsman can be contacted at: 

10 South Colonnade 

Canary Wharf 

London E14 4PU 

Tel: 0800 917 4487 

Email: enquiries@pensions-ombudsman.org.uk 

Website: www.pensions-ombudsman.org.uk 

The Pensions Regulator (tPR) 

The Pensions Regulator can intervene if they consider that a Scheme’s Trustee, advisers, or the employer are 

not carrying out their duties correctly.  The address for the Pensions Regulator is: 

Napier House 

Trafalgar Place 

Brighton BN1 4DW 

Tel: 0345 600 0707 

Email: customersupport@tpr.gov.uk 

Website: www.thepensionsregulator.gov.uk 

The Pension Scheme Registry 

The Scheme is registered with the Pension Scheme Registry which is part of the Pensions Regulator’s office.  The 

registration number is 10000006. The data held by the Registry is used by the Pension Tracing Service to assist 

former members of schemes to trace their scheme benefits.  The Pension Tracing Service can be contacted at: 

Pension Tracing Service 

The Pension Service 9 

Mail Handling Site A 

Wolverhampton WV98 1LU 

 

Tel: 0800 731 0193 

Website: www.gov.uk/find-pension-contact-details 

 

  

mailto:pensions.enquiries@moneyhelper.org.uk
http://www.moneyhelper.org.uk/
mailto:enquiries@pensions-ombudsman.org.uk
http://www.pensions-ombudsman.org.uk/
mailto:customersupport@tpr.gov.uk
http://www.thepensionsregulator.gov.uk/
http://www.gov.uk/find-pension-contact-details


 

NUFFIELD HEALTH PENSION AND LIFE ASSURANCE SCHEME 

Page 7 

 

INVESTMENT REPORT  

The Trustee has entered into an Investment Management Agreement with Schroders IS Limited (‘Schroders 

Solutions’) (previously River and Mercantile Investments Limited) as the investment manager of the portfolio of 

the Scheme’s assets and investments.  

The Trustee has chosen to implement their investment strategy through Schroders Solutions’ Fiduciary 

Management service, which is an implemented solution which allows Trustee to retain ownership of those 

decisions which have the greatest importance to the Scheme’s investment strategy – framing objectives, 

allocations to on-risk/off-risk assets, risk tolerance – whilst delegating other decisions to Schroders Solutions. In 

addition, the Trustee has appointed CACEIS as custodian of the Scheme’s assets. 

Statement of Investment Principles 

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment Principles, which 

sets out its policy on investment issues, including risks, diversification of investments and details of the key 

elements of the investment arrangements of the Scheme.  

The Statement of Investment Principles (“SIP”) sets out how the Scheme takes into account financially material 

considerations, including Environmental, Social and Governance (“ESG”) factors, in its investment decision 

making process.  Copies of the SIP are available on request.  

Corporate Governance and Stewardship 

The Trustee and Investment Manager have agreed, and will maintain, formal agreements setting out the scope 

of the Investment Manager’s activities, charging basis and other relevant matters. The Investment Manager has 

been provided with a copy of this SIP and is required to exercise its powers with a view to giving effect to the 

principles contained herein and in accordance with subsection (2) of Section 36 of the Pensions Act 1995. 

The Trustee has appointed the Investment Manager to implement the Scheme’s investment strategy. The 

Investment Manager manages assets directly on behalf of the Trustee as well as having delegated authority to 

appoint, monitor and change the underlying managers. 

The Investment Manager is appointed to carry out its role on an ongoing basis. The Trustee periodically reviews 

the overall value-for-money of using Schroders Solutions, and information in relation to costs associated with 

investing is included in the quarterly monitoring report. The Investment Manager’s remuneration is based on 

the Scheme’s asset size, and the Investment Manager is therefore incentivised to maximise the Scheme’s asset 

size over the long term. The Trustee is satisfied that these arrangements incentivise the Investment Manager: 

• to align its investment strategy and decisions with the Trustee’s investment policies, such as their return target 

and the restrictions detailed in the Investment Management Agreement, and 

• to assess and make decisions based on the medium- to long-term financial and non-financial performance 

of issuers of debt or equity, and to engage with such issuers to improve this medium- to long -term 

performance. The success of such engagement will contribute to the Scheme’s performance, which is 

measured relative to the Trustee’s long-term performance objectives. 

The Trustee has delegated responsibility for monitoring and voting on decisions relating to its Underlying 

Manager holdings to the Investment Manager. The Investment Manager has in place a voting policy which sets 

out how it will aim to vote at a general meeting of a pooled fund. For any special resolutions or extraordinary 

general meetings, the proposed votes are subject to additional sign-off by the appropriate representative of the 

Investment Manager. 

The Investment Manager undertakes regular reviews of all Underlying Managers. These reviews incorporate  

benchmarking of performance and fees, with some managers on performance-related fees as well as 

performance reviews (including understanding key drivers of performance), investment due diligence meetings 

and operational due diligence reviews. The Investment Manager reviews the governance structures of 

Underlying Managers, as well as assessing whether their fees, expenses (and any other charges) are in line with 

industry peers at inception and from time to time whilst invested. 
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Where it can be determined, the Investment Manager assesses whether Underlying Manager remuneration 

arrangements are aligned with the Trustee’s objectives. The method and time horizon for evaluating and  

remunerating Underlying Managers is determined by criteria set by the Investment Manager, as detailed above. 

INVESTMENT REPORT (continued)  

Financially material investment considerations 

These considerations can affect the long-term financial performance of investments and can (but do not have 

to) include environmental, social and governance factors (otherwise known as “ESG”) where relevant. The Trustee 

delegates consideration of financially material factors to the Investment Manager who considers these when 

constructing the portfolio, including looking at Underlying Managers. All references to ESG relate to financial 

factors only. All references to ESG also include climate change. 

ESG factors and stewardship are considered, in the context of long-term performance, by the Investment 

Manager as part of the manager selection criteria. This review occurs before they are approved for investment 

in the portfolio. Once an Underlying Manager is appointed, the Investment Manager monitors the ESG 

implementation and ongoing compliance with other factors, such as stewardship, as a part of overall 

engagement. 

Non-financial matters 

The Trustee does not at present take into account non-financial matters (such as members’ ethical 

considerations, social and environmental impact matters or future quality of life considerations for members and 

beneficiaries) when making investment decisions as there is no likely common view on any ethical matters which 

members are likely to hold. At this time the Trustee has no plans to seek the views of the membership on ethical 

considerations. 

Custodial Arrangements 

The Trustee has appointed CACEIS as custodian of the Scheme’s segregated assets. 

Pooled Investment managers appoint custodians across their respected funds and the Trustee is not involved in 

the process. 

The custodians are responsible for the safekeeping of share certificates and other documentation relating to the 

ownership of listed investments, settlement of trades and income collection.   

The Trustee is responsible for ensuring that the Scheme’s assets continue to be held securely.  It reviews the 

custodian arrangements from time to time and the Scheme’s Auditor is authorised to make whatever 

investigations it deems necessary as part of the annual audit procedures. 

Investment Objectives/Strategy 

The Trustee’s long-term objective for the Scheme is to target an investment return objective of approximately 

3.2% per annum (net of fees) in excess of the returns on the Liability Benchmark Portfolio (“LBP”). 

The objectives of each section are as follows: 

• Growth Assets (GA): aims to generate returns of 4.125% in excess of cash per annum net of fees over a 

three-year period. 

• Liability Hedging Assets (LHA): aims to generate returns in line with assets in the LHA per annum net of 

fees over a three-year period.   

• Cash Flow Matching Credit Assets (CFMCA): invested in high quality investment grade credit to efficiently 

match a proportion of the Scheme’s liability cashflows. 

• EDOS: the aim of the Equity Derivative Overlay Strategy (EDOS2) is to reduce equity risk by investing in 

equity options which, when combined with cash or cash equivalent positions, provide a shaped exposure 

to specified equity indices, for the purposes of efficient portfolio management. 
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INVESTMENT REPORT (continued)  

The bespoke liability hedging strategy is implemented via holding fixed interest and index-linked gilts, treasury 

strips and interest rate and inflation swaps (contracts between the Scheme and a counterparty bank) and aims 

to reduce the Scheme’s funding level sensitivity to changes in interest rates and inflation.  The collateral for the 

liability hedge comprised of the fixed interest and index-linked gilts, treasury strips, as well as an amount of 

liability hedge cash are held in the Liability Hedging Assets. 

In addition to framing the investment objective, the Trustee is responsible for setting the split of assets between 

return-seeking assets (known as the Growth Assets) and liability-matching assets (known as the Liability Hedging 

Assets).  

Based on consideration of the Scheme’s liabilities and the desired investment objective, the Trustee ha s adopted 

a 70% Growth Assets/10% Liability Hedging Assets/10% Cash Flow Matching Credit Assets/10% EDOS split. The 

Investment Manager has discretion to implement the Trustee ’s investment strategy in order to meet the 

objective, as described below. 

Growth Assets (GA) 

During the year, the GA has been invested in a diversified portfolio of equities, global government, high yield, 

and emerging market bonds, and alternative assets such as hedge funds and leveraged loans. 

The following table shows the asset class restrictions of the GA as well as the asset allocation as a proportion of 

the GA at the current and prior year end: 

 

Asset Class 

Min 

% 

Max 

% 

31 Mar 2022 

% 

31 Mar 2021 

% 

Equities 20 65 44.7 59.7 

Property 0 20 5.6 5.1 

Return Seeking Credit 0 45 12.5 13.9 

Commodities 0 40 2.6 0 

Alternatives 0 40 17.3 15.9 

Cash & Sovereign Bonds 0 40 17.3 5.4 

   100.00 100.00 

Equities & Commodities (combined) 20 70 17.2 59.7 

Sub-Investment Grade Debt 0 30 47.3 4.9 

Equities & Sub-Investment Grade Debt (combined) 20 80 4.7 64.5 

Please note clean values have been used where applicable. All restrictions expressed as a proportion of the Growth Assets. Currency 

hedging is not included in the figures above. 

Investment Performance 

Performance of the Scheme’s assets against the objectives is shown below: 

Portfolio Section 1 Year %  3 Years % p.a. 5 Years % p.a. 

Growth Assets 

Objective 

Relative 

6.4 

4.3 

2.1 

6.7 

4.4 

2.3 

5.0 

4.5 

0.5 

Total Portfolio (excl. Liability Hedge) 

Objective 

Relative 

5.5 

5.5 

0.0 

5.1 

4.8 

0.3 

4.6 

4.6 

0.0 

Performance is shown net of fees to the extent that fees are paid from assets.   

Past performance is not a guide to future returns. The value of investments and the income from them can fall as well as rise  and you 

may not get back the full amount originally invested. 
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Defined Contribution Section 

The investment objective of the Defined Contribution Section is to offer investment choice to members whilst 

maximising investment returns and providing an acceptable level of security. 

Over the long-term, all growth-seeking funds remain ahead of their inflation-related objectives, whilst 

Retirement Protection continues to track its benchmark closely.  All funds have performed within their agreed 

risk parameters.  Further details are available on page 46. 

Financially material investment considerations 

The long-term financial performance of investments and can (but do not have to) include environmental, social 

and governance factors (otherwise known as ESG) where relevant. The Trustee delegates consideration of 

financially material factors to the Platform Manager, who considers these factors for funds that are available to 

beneficiaries through the default arrangement and as self-select funds, when making funds available on its 

investment platform. All references to ESG relate to financial factors only. All references to ESG also include 

climate change. 

ESG factors and stewardship are considered in the context of long-term performance, by the Trustee (in 

conjunction with its advisors) as part of the manager selection criteria. This review occurs before funds are 

approved for investment. For invested funds, the Trustee requests the Platform Manager monitors ongoing 

compliance with ESG and other factors, like stewardship, as a part of overall engagement. 

Non-financial matters 

The Trustee does not at present take into account non-financial matters (such as members’ ethical 

considerations, social and environmental impact matters or future quality of life considerations for members 

and beneficiaries) when making investment decisions as part of the default arrangement, as there is no likely 

common view on any ethical matters which members are likely to hold. At this time the Trustee has no plans to 

seek the views of the membership on ethical considerations. This policy is reviewed periodically. 

 

Employer Related Investments 

There were no employer related investments during the year. 
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REPORT ON ACTUARIAL LIABILITIES  

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

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

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

This is assessed using the assumptions agreed between the Trustee and the Employer and set out in the 

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

The most recent full actuarial valuation of the Scheme was carried out as at 31 March 2021.  This showed that on 

that date:  

• the value of the technical provisions was £523.7 million  

• the value of the assets was £513.0 million.  

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

assumptions adopted are set out in the Statement of Funding Principles prepared on 27 June 2022). 

Method  

The actuarial method used in the calculation of the technical provisions is the Defined Accrued Benefits Method.  

Significant actuarial assumptions 

Discount interest rates: term dependent rates set by reference to the gilt interest rate curve, with margins 

above the reference curve reducing linearly from 1.9% p.a. to 0.50% p.a. over the next 15 years from the valuation 

date.  A single discount rate structure has been adopted, rather than different rates applying before and after 

retirement. 

Future Retail Prices Index (“RPI”) inflation: term dependent rates set by reference to the gilt RPI inflation 

curve.  

Future Consumer Prices Index (“CPI”) inflation: set as future RPI inflation less a deduction equal to 1% p.a 

prior to February 2030 and then set equal to RPI inflation from February 2030.  

Future pension increases in payment: pensions accrued after 31 July 2005 increase in line with RPI inflation 

subject to a cap of 2.5% p.a.  Pensions in excess of Guaranteed Minimum Pension (“GMP”) accrued before this 

date increase in line with RPI inflation subject to a floor of 2.5% p.a. and a cap of 5% p.a.  GMPs accrued after 5 

April 1988 increase in line with CPI inflation capped at 3% p.a. These increases are calculated using the Black-

Scholes model with inflation volatility of 1.5% p.a. 

Future pension increases in deferment: set as future CPI inflation capped at 5% p.a., for pension in excess of 

GMP. 

Future mortality in retirement: 102% of the mortality rates in the standard SAPS (S3PA) base tables, with an 

allowance for future improvements in line with the CMI 2020 projection model using long term annual 

improvement rates of 2% for males and 1.5% for females, initial addition of 0.4% p.a. and a 2020 weight 

parameter of 0%. 
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ACTUARY’S CERTIFICATE OF SCHEDULE OF CONTRIBUTIONS  
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STATEMENT OF TRUSTEE’S RESPONSIBILITIES 

The financial statements, which are prepared in accordance with applicable law and United Kingdom Accounting 

Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard applicable in the UK 

and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice), 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 Scheme during the Scheme year and of the 

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

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

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

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

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

financial reporting framework applicable to occupational pension schemes. 

In discharging the above responsibilities, the Trustee is responsible for selecting suitable accounting policies, to 

be applied consistently, making any estimates and judgments 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 

Scheme will not be wound up. 

The Trustee is also responsible for making available certain other information about the Scheme in the form of 

an annual report. 

The Trustee also 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 Scheme and to prevent and 

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

The Trustee is responsible under pensions legislation for preparing, maintaining and from time to time revising 

a Schedule of contributions showing the rates of contributions payable towards the Scheme by or on behalf of 

the employer and the active members of the scheme 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 Scheme and for adopting risk-based processes to monitor whether contributions are 

made to the Scheme by the employer in accordance with the Schedule of Contributions. Where breaches of the 

Schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 to consider making reports to The 

Pensions Regulator and the members. 

The Trustee’s Report, which includes the Investment Report, the Report on Actuarial Liabilities, Implementation 

Statement and the Statement of Trustee’s Responsibilities was approved by the Trustee on  

 

31st October 2022  

 

 

For and on behalf of the Trustee 

 

 

.  .  .  . . .  . . . . .  . . . . . .  . . . . . .  . . . . .   

Trustee (Douglas Ross) 
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE NUFFIELD HEALTH PENSION AND LIFE 

ASSURANCE SCHEME 

Opinion 

We have audited the financial statements of Nuffield Health Pension and Life Assurance Scheme for the year 

ended 31 March 2022 which comprise the Fund Account, the Statement of Net Assets and the related notes to 

the financial statements, including significant accounting policies. The financial reporting framework that has 

been applied in their preparation is applicable law and United Kingdom Accounting Standards, including 

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

(United Kingdom Generally Accepted Accounting Practice). 

In our opinion, the financial statements: 

• show a true and fair view of the financial transactions of the Scheme during the year ended 31 March 2022, 

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

pensions and benefits after the end of the year;  

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; 

and 

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

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

Act 1995. 

Basis for opinion 

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

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

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

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

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

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

opinion. 

Conclusions relating to going concern 

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

accounting in the preparation of the financial statements is appropriate. 

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

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

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

issue. 

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

relevant sections of this report. 

Other information 

The Trustee is responsible for the other information contained within the annual report. The other information 

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

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

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

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

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

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

misstatements, we are required to determine whether this gives rise to a material misstatement in the financial 

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

misstatement of this other information, we are required to report that fact.  

We have nothing to report in this regard. 
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE NUFFIELD HEALTH PENSION AND LIFE 

ASSURANCE SCHEME (continued) 

Responsibilities of the Trustee 

As explained more fully in the statement of Trustee’s responsibilities, the Trustee is responsible for the 

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

internal control as the Trustee determine is necessary to enable the preparation of financial statements that are 

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

In preparing the financial statements, the Trustee is responsible for assessing the Scheme’s ability to continue 

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

basis of accounting unless the Trustee either intend to wind up the Scheme or have no realistic alternative but 

to do so.  

Auditor’s responsibilities for the audit of the financial statements 

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

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

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

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

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

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

statements. 

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

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

including fraud.  

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

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

detecting these. 

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

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

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

• Misappropriation of investment assets owned by the Scheme. This is addressed by obtaining direct 

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

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

supporting documentation testing the authorisation of the amount of the payment of the transactions. 

• Non-receipt of contributions due to the Scheme from the employer. This is addressed by testing 

contributions due are paid to the Scheme in accordance with the schedule of contributions agreed 

between the employer and trustees. 

• Diversion of income from the asset backed funding. This is addressed through testing the fixed amounts 

payable under the agreement.  

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

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

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

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

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

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

transactions, collusion or the provision of intentional misrepresentations. 

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

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

our auditor’s report. 

  

https://www.frc.org.uk/auditorsresponsibilities
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE NUFFIELD HEALTH PENSION AND LIFE 

ASSURANCE SCHEME (continued) 

Use of our report 

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

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

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

state to the Scheme’s 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 Scheme’s Trustee as a body, for our audit work, for this report, or for the opinions we have 

formed. 

 

 

 

 

 

 

 

 

Crowe U.K. LLP 

London 

Statutory Auditor      Date: 31st October 2022 
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FUND ACCOUNT 

For the year ended 31 March 2022 

 Note 2022)  2022)  2022)  2021)  2021)  2021) 

  Defined)  Defined)  Total)  Defined)  Defined)  Total) 

  Benefit)  Contribution)  )  Benefit)  Contribution)  ) 

  Section)  Section)  )  Section)  Section)  ) 

  £)  £)  £)  £)  £)  £) 

CONTRIBUTIONS AND BENEFITS  )  )  )  )  )  ) 

  )  )  )  )  )  ) 

Employer contributions 4 5,720,999)  1,332,047)  7,053,046)  721,000)  1,435,044)  2,156,044) 

Employee contributions 4 -)  167,270)  167,270)  -)  189,914)  189,914) 

Total contributions 4 5,720,999)  1,499,317)  7,220,316)  721,000)  1,624,958)  2,345,958) 

  )  )  )  )  )  ) 

Transfers in 5 -)  76,617)  76,617)  -)  -)  -) 

Other income 6 -)  -)  -)  -)  8,400)  8,400) 

  5,720,999)  1,575,934)  7,296,933)  721,000)  1,633,358)  2,354,358) 

  )  )  )  )  )  ) 

Benefits paid or payable 7 15,229,688)  1,908,636)  17,138,324)  14,545,363)  2,540,862)  17,086,225) 

Payments to and on account of leavers 8 352,870)  1,049,072)  1,401,942)  67,806)  445,281)  513,087) 

Administrative expenses  9 804,799)  (172)  804,627)  893,995)  80)  894,075) 

 
 16,387,357)  2,957,536)  19,344,893)  15,507,164)  2,986,223)  18,493,387) 

  )  )  )  )  )  ) 

NET WITHDRAWALS FROM  )  )  )  )  )  ) 

DEALINGS WITH MEMBERS  (10,666,358)  (1,381,602)  (12,047,960)  (14,786,164)  (1,352,865)  (16,139,029) 

  )  )  )  )  )  ) 

RETURNS ON INVESTMENTS  )  )  )  )  )  ) 

  )  )  )  )  )  ) 

Investment income  10 13,318,402)  156)  13,318,558)  10,507,182)  11)  10,507,193) 

Change in market value of investments 12 8,471,183)  2,005,722)  10,476,905)  22,266,537)  6,815,717)  29,082,254) 

Investment management expenses  11 (1,085,065)  -)  (1,085,065)  (961,100)  -)  (961,100) 

NET RETURNS ON INVESTMENTS  20,704,520)  2,005,878)  22,710,398)  31,812,619)  6,815,728)  38,628,347) 

  )  )  )  )  )  ) 

NET INCREASE IN THE   )  )  )  )  )  ) 

FUND FOR THE YEAR  10,038,162)  624,276)  10,662,438)  17,026,455)  5,462,863)  22,489,318) 

TRANSFERS BETWEEN SECTIONS 26 (69,350)  69,350)  -)  380,280)  (380,280)  -) 

OPENING NET ASSETS  469,482,207)  44,708,536)  514,190,743)  452,075,472)  39,625,953)  491,701,425) 

CLOSING NET ASSETS  479,451,019)  45,402,162)  524,853,181)  469,482,207)  44,708,536)  514,190,743) 

 

 

The notes on pages 19 to 38 form part of these financial statements. 
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STATEMENT OF NET ASSETS (AVAILABLE FOR BENEFITS) 

At 31 March 2022 

 Note 2022)  2022)  2022)  2021)  2021)  2021) 

  Defined)  Defined)  Total)  Defined)  Defined)  Total) 

  Benefit)  Contribution)  )  Benefit)  Contribution)  ) 

  Section)  Section)  )  Section)  Section)  ) 

  £)  £)  £)  £)  £)  £) 

INVESTMENT ASSETS 12 )  )  )  )  )  ) 

  )  )  )  )  )  ) 

Asset backed funding 27 70,000,000)  -)  70,000,000)  74,200,000)  -)  74,200,000) 

Bonds  126,247,147)  -)  126,247,147)  98,015,306)  -)  98,015,306) 

Pooled investment vehicles 13 269,750,439)  43,347,246)  313,097,685)  299,972,721)  43,954,724)  343,927,445) 

Derivatives 14 40,868,893)  -)  40,868,893)  35,165,355)  -)  35,165,355) 

Insurance policies 15 200,000)  -)  200,000)  264,000)  -)  264,000) 

AVC investments 16 619,548)  265,192)  884,740)  895,480)  243,819)  1,139,299) 

Cash deposits  7,038,541)  201,708)  7,240,249)  5,886,159)  62,787)  5,948,946) 

Other investment balances 17 121,770)  -)  121,770)  207,114)  -)  207,114) 

  514,846,338)  43,814,146)  558,660,484)  514,606,135)  44,261,330)  558,867,465) 

INVESTMENT LIABILITIES  )  )  )  )  )  ) 

  )  )  )  )  )  ) 

Derivatives 14 (41,634,174)  -)  (41,634,174)  (46,181,995)  -)  (46,181,995) 

TOTAL NET INVESTMENTS  473,212,164)  43,814,146)  517,026,310)  468,424,140)  44,261,330)  512,685,470) 

  )  )  )  )  )  ) 

CURRENT ASSETS 21 7,015,236)  1,762,524)  8,777,760)  2,230,270)  1,111,930)  3,342,201) 

  )  )  )  )  )  ) 

CURRENT LIABILITIES 22 (776,381)  (174,508)  (950,889)  (1,172,203)  (664,724)  (1,836,927) 

CLOSING NET ASSETS  479,451,019)  45,402,162)  524,853,181)  469,482,207)  44,708,536)  514,190,743) 

 

The notes on pages 19 to 38 form part of these financial statements. 

The financial statements summarise the transactions of the Scheme 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 Scheme year. The actuarial 

position of the Scheme, which takes into account such obligations for the Defined Benefit Section, is dealt with in the Report on 

Actuarial Liabilities on page 11 of the Annual Report and these financial statements should be read in conjunction with this report. 

 

These financial statements were approved by the Trustee on 31st October 2022 

 

 

S igned on behalf of the Trustee 

 

 
 

Trustee (Douglas Ross) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 
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NOTES TO THE FINANCIAL STATEMENTS 

For the year ended 31 March 2022 

1. basis of preparation 

The financial statements have been prepared on going concern basis in accordance with the Occupational 

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

(Amendment) Regulations 2016, Financial Reporting Standard 102 – The Financial Reporting Standard 

applicable in the UK and Republic of Ireland issued by the Financial Reporting Council and the guidance 

set out in the Statement of Recommended Practice (2018).   

2. IDENTIFICATION OF THE FINANCIAL STATEMENTS 

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

Administration Limited, 1 Colmore Row, Birmingham B3 2BJ. 

3.  ACCOUNTING POLICIES 
 

(a) Accounting Convention 

The financial statements are prepared on an accruals basis. 

(b) Contributions 

Employee contributions to the DC section are accounted for when they are deducted from pay 

by the employer.   

Employer normal contributions to the DC section are expressed as a rate of salary are accounted 

for on the same basis as the employees’ contributions. 

Employer contributions to the DB section are accounted for on an accruals basis. 

Employer special and augmentations are accounted for in accordance with the agreement under 

which they are paid, or in the absence of an agreement, on a receipts basis. 

Employer administration expense contributions are recognised on the due dates in accordance 

with the Schedule of Contributions. 

(c) Payments to Members 

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

Benefits, and any associated taxation due to lifetime or annual allowances where the member 

has elected for the Scheme to settle the liability on their behalf, are accounted for in the period 

in which the member notifies the Trustee of his decision on the type or amount of benefit to be 

taken or, if there is no member choice, on the date of retirement or leaving.  

Individual transfers in or out are accounted for when the member liability is accepted or 

discharged which is normally when the transfer is paid or received. 

(d) Expenses 

Expenses (Administrative and Investment Manager) are accounted for on an accruals basis. The 

Scheme bears all the costs of administration. 

(e) Investment Income 

Income from bonds, derivatives, other interest receivable and annuity income is taken into 

account on an accruals basis.  

Income from pooled investment vehicles is accounted for when declared by the fund manager.  

Income arising on the underlying investments of accumulation funds is reflected within the 

change in market value. Asset backed funding income is recognised on an accruals basis.  
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

4. ACCOUNTING POLICIES (continued)  

 

(e) Investment Income (continued)   

Investment income includes withholding taxes.  Withholding tax is accrued on the same basis as 

investment income.  Where withholding tax is not recoverable, this is shown as a separate 

expense within investment returns in the Fund Account. 

(f) Investments 

Investments are included at fair value as follows: 

Accrued interest is excluded from the market value of fixed income securities and is included in 

investment income receivable and is therefore valued at its clean price. 

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

price provided by the pooled investment manager. Shares in other pooled arrangements have 

been valued at the latest available net asset value (NAV), determined in accordance with fair 

value principles, provided by the pooled investment manager.  

Annuities in the name of the Scheme have been valued by the Scheme Actuary at the present 

value of the related obligation, determined using the most recent Scheme Funding valuation 

assumptions updated for market conditions at the reporting date. 

The Scheme’s interest in the Nuffield Health Scottish Limited Partnership (SLP) is stated at the 

Trustee’s estimate of the present value of expected cashflows arising from the SLP. The discount 

rate used to determine the present value is based on market gilt rates at the reporting date 

adjusted for credit, funding and liquidity risks. 

Exchange traded futures are included at fair value, determined using market quoted prices.  

Swaps are valued based on the present value of future cash flows arising from the swaps, 

determined using discounted cash flow models and market data at the reporting date. 

Options are valued at their mark to market value. If a quoted market price is not available on a 

recognised exchange the fair value is calculated using pricing models such as Black-Scholes, 

where inputs are based on market data at the year-end date. 

Forward foreign exchange contracts are valued by determining 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. 

(g) Foreign Currency Translation 

The Schemes functional and presentational currency is pounds Sterling. Foreign currency 

transactions are recorded in sterling at the spot exchange rate at the date of the transaction. 

Monetary items denominated in foreign currencies are translated into sterling using the closing 

exchange rates at the year-end. 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

4. CONTRIBUTIONS )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 Employer contributions )  )  ) 

   Normal -)  1,332,047)  1,332,047) 

   Deficit funding 4,999,999)  -)  4,999,999) 

   Administration expenses 721,000)  -)  721,000) 

 
 5,720,999)  1,332,047)  7,053,046) 

 Employee contributions )  )  ) 

   Normal -)  167,270)  167,270) 

 
 5,720,999)  1,499,317)  7,220,316) 

 

  )  2021)  ) 

 Employer contributions )  )  ) 

   Normal -)  1,435,044)  1,435,044) 

   Administration expenses 721,000)  -)  721,000) 

 
 721,000)  1,435,044)  2,156,044) 

 Employee contributions )  )  ) 

   Normal -)  189,914)  189,914) 

 
 721,000)  1,624,958)  2,345,958) 

 

Employer normal contributions above comprise the standard contributions payable in accordance with 

the relevant Schedule of Contributions together with the equivalent of member contributions for those 

members who have participated in salary sacrifice arrangements. 

Deficit contributions of £5.637 million are payable for the year ended 31 March 2023, £4 million per 

annum for the years ended 31 March 2024 and 2025 and £5.58 million per annum until 31 March 2028. 

In accordance with the Schedule of Contributions dated June 2019, contributions in respect of 

administration expenses were at an assumed level of £60,083 per month (equivalent to £721,000 p.a.) 

over the year ending 31 March 2022. 

5. TRANSFER IN )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Individual transfers in from other schemes -)  76,617)  76,617) 

 

  )  2021)  ) 

 
Individual transfers in from other schemes -)  -)  -) 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

6. OTHER INCOME )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Other income -)  -)  -) 

 

  )  2021)  ) 

 
Other income -)  8,400)  8,400) 

 

7. BENEFITS PAID OR PAYABLE )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Pensions 12,837,735)  -)  12,837,735) 

 Commutation of pensions and lump sum 

retirement benefits 

 

2,058,560) 

  

1,207,826) 

  

3,266,386) 

 Purchase of annuities -)  622,024)  622,024) 

 Lump sum death benefits 207,241)  78,786)  286,027) 

 Refunds of contributions on death 31,197)  -)  31,197) 

 Taxation where lifetime or annual allowance 

exceeded 

 

94,955) 

  

-) 

  

94,955) 

 
 15,229,688)  1,908,636)  17,138,324) 

 

  )  2021)  ) 

 
Pensions 12,300,502)  -)  12,300,502) 

 Commutation of pensions and lump sum 

retirement benefits 

 

2,101,001) 

  

1,565,969) 

  

3,666,970) 

 Purchase of annuities -)  937,898)  937,898) 

 Lump sum death benefits 87,095)  -)  87,095) 

 Refunds of contributions on death 56,765)  36,995)  93,760) 

 
 14,545,363)  2,540,862)  17,086,225) 

 

8. PAYMENTS TO AND ON ACCOUNT OF LEAVERS )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Individual transfers out to other schemes 352,870)  1,049,072)  1,401,942) 

 

  )  2021)  ) 

 
Individual transfers out to other schemes 67,806)  445,281)  513,087) 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

 

9. ADMINISTRATIVE EXPENSES )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Administration 331,282)  13)  331,295) 

 Actuarial fees 275,754)  -)  275,754) 

 Legal fees 60,133)  -)  60,133) 

 Pension payroll fees 59,076) ) -  59,076) 

 Audit fees 52,300)  -)  52,300) 

 Levy, professional and other fees 26,254)  (185)  26,069) 

 
 804,799)  (172)  804,627) 

 

  )  2021)  ) 

 
Administration 219,672 ) -)  219,672) 

 Actuarial fees 380,714)  - ) 380,714) 

 Legal fees 99,417)  -)  99,417) 

 Pension payroll fees 59,598)  - ) 59,598) 

 Audit fees 51,491)  -)  51,491) 

 Other levy and professional fees 83,103)  80)  83,183) 

 
 893,995)  80)  894,075) 

 

10. INVESTMENT INCOME )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Income from bonds 647,120)  -)  647,120) 

 Income from pooled investment vehicles 9,280,341)  -)  9,280,341) 

 Interest (paid)/received (33)  156)  123) 

 Income from derivatives / swaps 968,940)  -)  968,940) 

 Annuity income 47,034)  -)  47,034) 

 Income from asset backed funding 2,375,000)  -)  2,375,000) 

 
 13,318,402)  156)  13,318,558) 

 

  )  2021)  ) 

 
Income from bonds 1,921,305)  -)  1,921,305) 

 Income from pooled investment vehicles 4,436,324)  -)  4,436,324) 

 Interest received 1,064)  11)  1,075) 

 Income from derivatives / swaps 2,105,913)  -)  2,105,913) 

 Annuity income 42,576)  -)  42,576) 

 Income from asset backed funding  2,000,000)  -)  2,000,000) 

 
 10,507,182)  11)  10,507,193) 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

 

11. INVESTMENT MANAGEMENT EXPENSES )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Administration, management & custody 1,085,065)  -)  1,085,065) 

 

  )  2021)  ) 

 
Administration, management & custody 961,100)  -)  961,100) 

 

12. RECONCILIATION OF INVESTMENTS 

   Value at) 

31.03.2021) 

 Purchases at) 

cost and) 

derivative) 

payments) 

 Sales) 

proceeds and) 

derivative) 

receipts) 

 Change in) 

market value) 

 Value at) 

31.03.2022) 

 Defined Benefit Section  £)  £)  £)  £)  £) 

 
Asset backed funding  74,200,000)  -)  -)  (4,200,000)  70,000,000) 

 Bonds  98,015,306)  134,212,937)  (106,384,430)  403,334)  126,247,147) 

 Pooled investment vehicles  299,972,721)  191,884,788)  (231,906,657)  9,799,587)  269,750,439) 

 Derivatives  (11,016,640)  15,564,118)  (7,826,315)  2,513,556)  (765,281) 

 Insurance policies  264,000)  -)  -)  (64,000)  200,000) 

 AVC investments  895,480)  -)  (303,768)  27,836)  619,548) 

 
  462,330,867)  341,661,843)  (346,421,170)  8,480,313)  466,051,853) 

 Cash deposits  5,886,159)  )  )  (9,130)  7,038,541) 

 Other investment balances  207,114)  )  )  -)  121,770) 

 
  468,424,140)  )  )  8,471,183)  473,212,164) 

   )  )  )  )  ) 

 Defined Contribution Section)  )  )  )  ) 

 
Pooled investment vehicles  43,954,724)  5,306,092)  (7,897,919)  1,984,349)  43,347,246) 

 AVC investments  243,819)  -)  -)  21,373)  265,192) 

 
  44,198,543)  5,306,092)  (7,897,919)  2,005,722)  43,612,438) 

 Cash deposits  -)  )  )    -) 

 Cash in transit  62,787)  )  )    201,708) 

 
  44,261,330)  )  )    43,814,146) 

The sales and purchases included in the Defined Benefit Section related to movements in investments 

transacted by Schroders as part of their fiduciary manager mandate. Transaction costs are included in 

the cost of purchases and deducted from sale proceeds. Direct transaction costs include costs charged 

to the Scheme such as fees, commissions and stamp duty. Transaction costs analysed by main asset 

class and type of cost are as follows:  

 Fees 

 

£ 

Commission 

 

£ 

2022 

Total 

£ 

2021 

Total 

£ 

Other  5,850         - 5,850 5,706 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

12.  RECONCILIATION OF INVESTMENTS (continued) 

In addition to the transaction costs disclosed above, indirect costs are incurred through the bid-offer 

spread on investments within pooled investment vehicles and charges made within those vehicles. 

Investments purchased by the Scheme are allocated to provide benefits to the individuals on whose 

behalf corresponding contributions are paid. For members who invest in the Fidelity managed fund the 

investment manager holds the investment units on a pooled basis for the Trustee. The Scheme 

administrator allocates investment units to members. The Trustee may hold investment units representing 

the value of employer contributions that have been retained by the Scheme which relate to members 

leaving the Scheme prior to vesting. 

For the Defined Contribution Section investments purchased by the Scheme are allocated to provide 

benefits to the individuals on whose behalf corresponding contributions are paid.  For members who 

invest in the with-profit account, the investment provider designates the investment records by member.  

For members who invest in the managed funds the investment manager holds the investment units on a 

pooled basis for the Trustee.  The Scheme administrator allocates investment units to members.  The 

Trustee may hold investment units representing the value of employer contributions that have been 

retained by the Plan that relate to members leaving the Scheme prior to vesting. 

Defined Contribution assets are allocated to members and the Trustee as follows: 

 2022 

£ 

2021 

£ 

 Members   43,347,246   43,954,724 

 

13. POOLED INVESTMENT VEHICLES 

 

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

 

 Defined Benefit Section 

2022 

£ 

2021 

£ 

 Equity 121,134,293 160,296,150 

 Bonds 65,683,881 72,133,680 

 Alternatives 49,099,325 47,223,826 

 Property 16,983,495 13,988,940 

 Commodities 7,889,361 - 

 Cash     8,960,084     6,330,125 

 
269,750,439 299,972,721 

 

 Defined Contribution Section 2022 2021 

 Equity 3,844,325 3,519,056 

 Bonds 554,781 679,426 

 Cash 282,248 349,782 

 Growth funds 32,744,876 33,800,417 

 Pre-retirement funds      5,921,0176      5,606,043 

 
  43,347,246   43,954,724 
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

14. DERIVATIVES 

Objectives and policies 

The Trustee has authorised the use of derivatives by its investment managers as part of its investment 

strategy for the Scheme as follows. 

Swaps – the Trustee’s aim is to match as far as possible the fixed income portfolio and the Scheme’s 

long term liabilities, in particular in relation to their sensitivities to interest rate movements.  Due to the 

lack of available long dated bonds the Trustee has entered into OTC interest rate swaps during the year 

that extend the duration of the fixed income portfolio to better match the long-term liabilities of the 

Scheme. 

Forward foreign exchange – in order to maintain appropriate diversification of investments within the 

portfolio and take advantage of overseas investment returns, a proportion of the underlying investment 

portfolio is invested overseas.  To balance the risk of investing in foreign currencies whilst having an 

obligation to settle benefits in Sterling, a currency hedging programme, using forward foreign exchange 

contracts, has been put in place to reduce the currency exposure of these overseas investments to the 

targeted level.   

Options – the Trustee wants to benefit from the potentially greater returns available from investing in 

equities but wishes to minimise the risk of loss of value through adverse equity price movements. During 

the year the Scheme held a number of equity option contracts that protect it from falls in value in the 

main markets in which the Scheme invests. 

At the year end the Scheme held the following derivatives: 

 2022 

Asset 

£ 

 2022 

Liability 

£ 

 2021 

Asset 

£ 

 2021 

Liability 

£ 

Swaps 25,165,271  29,446,332  23,249,390  37,767,453 

Forward foreign exchange contracts 406,225  1,529,382  981,678  122,970 

Options 15,309,258  10,670,321  10,934,287  8,291,572 

 
40,880,754  41,646,035  35,165,355  46,181,995 

 
  765,281    11,016,640 

 

Swaps 

Nature Expiration Notional principal 

£ 

 Asset 

£ 

 Liability 

£ 

Interest rate swaps (OTC) 2025-2064 224,084,000  18,517,042  17,017,365 

Total asset swaps 2022-2023 190,078,216  737,864  11,827,135 

Inflation swaps (OTC) 2031-2067 75,461,504  5,910,365  601,832 

Total 2022    25,165,271  29,446,332 

Total 2021    23,249,390  37,767,453 

 

Included in index linked securities is collateral of 6,845,436 (2021: £19,578,571) which has been pledged 

by the counterparties who are RBS and HSBC. 

At the year-end the Scheme held £11,380,953 (2021: £8,953,028) of collateral belonging to the 

counterparties who are RBS, Goldman Merrill Lynch and Barclays.  This collateral is not reported within 

the Scheme’s net assets.  
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

14. DERIVATIVES (continued)  

Forward Foreign Exchange (to update) 

 

Contract 

Settlement 

Date 

Currency 

bought 

Currency  

sold 

Asset 

£ 

 Liability 

£ 

Forward OTC 27.4.2022 Sterling YEN 1,370  - 

Forward OTC 27.4.2022 Sterling Euro -  2,146 

Forward OTC 27.4.2022 Japanese Yen GBP -  169 

Forward OTC 27.4.2022 GBP Euro -  697 

Forward OTC 27.4.2022 US Dollar USD -  29,596 

Forward OTC 27.4.2022 Sterling EUR 978  - 

Forward OTC 27.4.2022 Sterling US Dollar -  1,582 

Forward OTC 27.4.2022 Japanese Yen Sterling -  1,566 

Forward OTC 27.4.2022 GBP Japanese Yen 1,805  - 

Forward OTC 27.4.2022 Sterling Euro -  600 

Forward OTC 27.4.2022 Sterling US Dollar -  8,639 

Forward OTC 27.4.2022 Sterling US Dollar -  1,021 

Forward OTC 27.4.2022 Japanese Yen Sterling -  13,360 

Forward OTC 27.4.2022 Sterling EUR 1,420  - 

Forward OTC 27.4.2022 Sterling EUR 811  - 

Forward OTC 27.4.2022 Sterling Japanese Yen -  11,619 

Forward OTC 27.4.2022 Sterling US Dollar 3,839  - 

Forward OTC 27.4.2022 Sterling Japanese Yen 10,579  - 

Forward OTC 27.4.2022 Sterling EUR -  7,970 

Forward OTC 27.4.2022 Sterling US Dollar 1,378  - 

Forward OTC 27.4.2022 Sterling Japanese Yen -  10,164 

Forward OTC 27.4.2022 EUR Sterling 5,120  - 

Forward OTC 27.4.2022 US Dollar Sterling 40,742  - 

Forward OTC 27.4.2022 EUR Sterling 1,308  - 

Forward OTC 27.4.2022 Japanese Yen Sterling -  5,343 

Forward OTC 27.4.2022 Sterling Dollar 40,396  - 

Forward OTC 27.4.2022 Sterling Dollar 137,794  - 

Forward OTC 27.4.2022 Japanese Yen Sterling 10,510  - 

Forward OTC 27.4.2022 Sterling EUR -  77,620 

Forward OTC 27.4.2022 Sterling US Dollar -  4,414 

Forward OTC 27.4.2022 Sterling YEN 11,580  - 

Forward OTC 27.4.2022 Sterling Euro -  3,922 

Forward OTC 27.4.2022 Sterling US Dollar -  52,666 

Forward OTC 27.4.2022 Sterling US Dollar -  46,507 

Forward OTC 27.4.2022 Japanese Yen Sterling -  11,466 

Forward OTC 27.4.2022 EUR Sterling 4,368  - 

Forward OTC 27.4.2022 Japanese Yen Sterling -  16,311 

Forward OTC 27.4.2022 Japanese Yen Sterling 13,304  - 

Forward OTC 27.4.2022 Sterling US Dollar -  80,656 

Forward OTC 27.4.2022 Japanese Yen Japanese Yen 118,913  - 

Forward OTC 27.4.2022 EUR US Dollar -  15,881 

Forward OTC 27.4.2022 Sterling US Dollar -  1,125,464 

Total 2022    406,225  1,529,382 

Total 2021    981,678  122,970 
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

14. DERIVATIVES (continued)  

 

Options 

Type Expiration Underlying Investment No of outstanding 

contracts 

Asset 

£ 

 Liability 

£ 

Put 20/10/2023 MXWO Index 1 -  795,427 

Call  20/10/2023 MXWO Index 1 14,226,290  9,863,033 

Call Feb/Mar 2023 S&P call spread 7    1,082,968         11,861 

Total 2022    15,309,258  10,670,321 

Total 2021    10,934,287    8,291,572 

 

15. INSURANCE POLICIES 

The Scheme held insurance policies at the year-end as follows: 

 2022 

£ 

2021 

£ 

 Annuity policies    200,000    264,000 

 

16. AVC INVESTMENTS 

The Trustee holds assets invested separately from the main fund securing additional benefits on a money 

purchase basis for those members electing to pay additional voluntary contributions (AVCs).  Members 

participating in this arrangement receive an annual statement made up to the year-end confirming 

contributions paid and the value of their fund. The aggregate amounts of AVC investments are as 

follows: 

 

 Defined Benefit 

2022 

£ 

 2021 

£ 

 Standard Life 40,611  257,054 

 Clerical Medical    578,937     638,426 

    619,548     895,480 

 

 

 Defined Contribution 

2022 

£ 

 2021 

£ 

 Clerical Medical    265,192     243,819 

 

17. OTHER INVESTMENT BALANCES 2022  2021 

  £  £ 

 
Amounts due from broker 9,985  - 

 Dividends and interest receivable    111,785     207,114 

 
    121,770     207,114 
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

18.  FAIR VALUE DETERMINATION 

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

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

entity can access at the measurement date. 

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

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

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

The Scheme’s investment assets and liabilities fall within the above hierarchy as follows:  

 At 31 March 2022 

 

Defined Benefit Section  

Level 1 

£ 

Level 2  

£ 

Level 3 

£ 

Total 

£ 

Bonds 121,364,183 4,882,964 - 126,247,147 

Pooled investment vehicles 11,096,624 203,904,360 54,749,455 269,750,439 

Asset backed funding - - 70,000,000 70,000,000 

Derivatives - (765,281) - (765,281) 

Insurance policies - - 200,000 200,000 

AVC investments - - 619,548 619,548 

Cash 7,038,541 - - 7,038,541 

Other investment balances       121,770                  -                 -       121,770 

 139,621,118 208,022,043 125,569,003 473,212,164 

Defined Contribution Section      

Pooled investment vehicles   - 43,347,246 - 43,347,246 

Cash in transit 201,708 - - 201,708 

AVC investments                 -                  -       265,192      265,192 

      201,708  43,347,246       265,192  43,814,146 

 

 At 31 March 2021 

 

Defined Benefit Section  

Level 1 

£ 

Level 2  

£ 

Level 3 

£ 

Total 

£ 

Bonds 98,015,306 - - 98,015,306 

Pooled investment vehicles 21,722,818 227,743,702 50,506,201 299,972,721 

Asset backed funding - - 74,200,000 74,200,000 

Derivatives - (11,016,640) - (11,016,640) 

Insurance policies - - 264,000 264,000 

AVC investments - - 895,480 895,481 

Cash 5,886,159 - - 5,886,159 

Other investment balances        207,114                  -                    -         207,114 

 125,831,397 216,727,062 125,865,681 468,424,140 

Defined Contribution Section      

Pooled investment vehicles   - 43,954,724 - 43,954,724 

Cash in transit 62,787 - - 62,787 

AVC investments                  -                  -         243,819       243,819 

        62,787  43,954,724         243,819  44,261,330 
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

19. INVESTMENT RISK DISCLOSURES   

(a) Investment risks  

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

out by FRS 102 as follows:  

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

other party by failing to discharge an obligation.  

• Market risk: this comprises currency risk, interest rate risk and other price risk.  

• 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 or future cash flows of a financial asset will fluctuate 

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

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

issuer, or factors affecting all similar financial instruments traded in the market.  

The Trustee determines its investment strategy after taking advice from a professional investment adviser. 

The Scheme 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 into account the Scheme’s strategic investment objectives. These 

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

in place with the Scheme’s investment managers and monitored by the Trustee by regular reviews of the 

investment portfolio.  

Further information on the Trustee’s approach to risk management, credit and market risk is set out 

below. This does not include the legacy insurance policies or AVC  

Investments such as these are not considered significant in relation to the overall investments of the 

Scheme. 

 

(b) Defined Benefit Section 

(i) Investment strategy 

The Trustee’s long-term objective for the Scheme is to target an investment return objective of 

approximately 3.2% per annum (net of fees) in excess of the returns on the Liability Benchmark Portfolio 

(“LBP”). 

The objectives of each section are as follows: 

• Growth Assets (GA): aims to generate returns of 4.125% in excess of cash per annum net of fees over 

a three-year period. 

• Liability Hedging Assets (LHA): aims to generate returns in line with assets in the LHA per annum net 

of fees over a three-year period.   

• Cash Flow Matching Credit Assets (CFMCA): invested in high quality investment grade credit to 

efficiently match a proportion of the Scheme's liability cashflows. 

• EDOS: the aim of the Equity Derivative Overlay Strategy (EDOS2) is to reduce equity risk by investing 

in equity options which, when combined with cash or cash equivalent positions, provide a shaped 

exposure to specified equity indices, for the purposes of efficient portfolio management. 
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NOTES TO THE FINANCIAL STATEMENTS (continued) 

For the year ended 31 March 2022 

19. INVESTMENT RISK DISCLOSURES   

The bespoke liability hedging strategy is implemented via holding fixed interest and index-linked gilts, 

treasury strips and interest rate and inflation swaps (contracts between the Scheme and a counterparty 

bank) and aims to reduce the Scheme’s funding level sensitivity to changes in interest rates and inflation.  

The collateral for the liability hedge comprised of the fixed interest and index-linked gilts, treasury strips, 

as well as an amount of liability hedge cash are held in the Liability Hedging Assets. 

In addition to framing the investment objective, the Trustee is responsible for setting the split of assets 

between return-seeking assets (known as the Growth Assets) and liability-matching assets (known as the 

Liability Hedging Assets).   

Based on consideration of the Scheme’s liabilities and the desired investment objective, the Trustee has 

adopted a 70% Growth Assets/10% Liability Hedging Assets/10% Cash Flow Matching Credit Assets/10% 

EDOS split. The Investment Manager has discretion to implement the Trustee’s investment strategy in 

order to meet the objective, as described below. 

Credit Risk 

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

has cash balances. The Scheme also invests in pooled investment vehicles and is therefore indirectly 

exposed to credit risk in relation to the instruments it holds in the pooled investment vehicles. The 

Trustee’s policy for managing credit risk is detailed in the Statement of Investment Principles.  

The Scheme holds £126.2m in directly held bonds, -£0.8m in OTC derivatives and £7.1m in directly held 

cash balances. The Scheme also holds £74.6m bonds and cash through underlying pooled fund 

investments. 

Credit risk arising on derivatives held directly depends on whether the derivative is exchange traded or 

over the counter (OTC). The Scheme holds OTC derivative contracts which are not guaranteed by any 

regulated exchange and therefore the Scheme is subject to risk of failure of the counterparty. Credit 

risk for OTC derivative contracts is mitigated by placing restrictions on Schroders Solutions which ensure 

that new contracts are only entered into with counterparties that are investment grade. The credit risk 

in respect of OTC swaps is further reduced by collateral arrangements. 

Credit risk arising on bonds held directly is mitigated by Schroders Solutions choosing to only invest in 

government bonds, where the credit risk is minimal, or corporate bonds which are rated at least 

investment grade.  

Directly held cash balances are at financial institutions which are at least investment grade credit rated. 

This is the position at the year-end. 

In all above instances, “investment grade” is defined as being rated at least BBB- by Standard & Poor’s 

or Baa3 by Moody’s. 

Indirect credit risk arises in relation to underlying investments held in bond and cash pooled investment 

vehicles. This risk is mitigated by the Trustee mandating Schroders Solutions that the underlying 

investment in sub-investment grade debt may not exceed 30% of the GA. 

Both direct and indirect credit risk is mitigated by holding a diversified portfolio to minimise the impact 

of default by any one issuer. The Trustee monitors the investment strategy adopted by Schroders 

Solutions to ensure that the arrangement remains diversified. 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022 

19. INVESTMENT RISK DISCLOSURES (continued) 

Direct credit risk arises in respect of pooled investment vehicles. The Scheme’s GA is invested across a 

large number of different pooled funds which have various legal structures in various domiciles (e.g. 

open-ended investment companies, unit trusts, limited partnerships etc.).  The direct credit risk 

associated with these managers is also mitigated by: 

• the regulatory environments in which those managers operate; 

• diversification amongst a large number of pooled arrangements; and  

• due diligence checks by Schroders Solutions on the appointment of new pooled managers, 

and monitoring on an ongoing basis for any changes to the operating environment of each 

manager. 

Currency risk 

The Scheme is subject to currency risk because some of the Scheme’s investments are held in overseas 

markets, via pooled investment vehicles. The Trustee ’s policy for managing this risk is detailed in the 

Statement of Investment Principles. 

Currency risk is mitigated by delegating management of currency exposures at total portfolio level to 

Schroder Solutions. Schroder Solutions implement currency hedging through the use of hedged shared 

classes of pooled funds (where available) and the use of FX forward contracts. 

Net of currency hedging, 15.1% of the Scheme’s holdings were exposed to overseas currencies as at 

year-end (2021: 16.5%). 

Interest rate risk 

The Scheme’s assets are subject to interest rate risk because some of the Scheme’s investments are 

held in bonds, interest/inflation rate swaps for the purpose of liability hedging. Under this strategy if 

interest rates fall the value of these investments will rise to help match the increase in actuarial liabilities 

arising from a fall in the discount rate. Similarly, if interest rates rise these investments will fall in value 

as will actuarial liabilities because of an increase in the discount rate. At the year-end, the assets subject 

to interest rate risk comprised of: 

£’000 2022 2021 

Direct     

Bonds 126,247 98,015 

Swaps (4,281) (14,518) 

Indirect   

Bond PIVs 65,684 72,134 

Cash PIVs 6,330 6,335 

Please note: clean values have been used where applicable. 

 

Other price risk 

Other price risk arises principally in relation to the Scheme’s return seeking portfolio which may include 

various asset classes (i.e. alternatives, bonds, equities, cash and investment properties) held in pooled 

vehicles. The Scheme manages this exposure to overall price movements by constructing a diverse 

portfolio of investments across various markets.  

Other price risk arises principally in relation to the Scheme’s return seeking portfolio which may  

  



 

NUFFIELD HEALTH PENSION AND LIFE ASSURANCE SCHEME 

Page 33 

 

NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022 

19. INVESTMENT RISK DISCLOSURES (continued) 

At the year-end, the Scheme’s exposure to investments subject to other price risk was: 

 

£’000 2022 2021 

Direct   

Equity Options 3,568 2,122 

S&P Equity Options 1,071 521 

Indirect   

Equity PIVs 121,134 160,296 

Property PIVs 16,983 13,989 

Commodities PIVs 7,889 - 

Alternatives PIVs 49,099 47,224 

Please note: clean values have been used where applicable. 

(c) Defined Contribution Section  

(i) Investment strategy 

Credit Risk 

All assets of the DC section of the Scheme are subject to direct credit risk in relation to the DC section’s 

investment platform provider, Mobius Life (“Mobius”), through the DC section’s holding in unit linked 

insurance funds provided by Mobius. Direct credit risk relates to insolvency of Mobius, the underlying 

managers or the custodians used by the underlying managers to hold fund assets. 

Mobius is authorised by the Prudential Regulation Authority, regulated by the Financial Conduct 

Authority and the Prudential Regulation Authority and maintains capital for its policy holders. In the 

event of default by Mobius, the Trustee can apply for compensation from the Financial Services 

Compensation Scheme (“FSCS”). 

As well as the regulatory environment in which the investment platform operates, direct credit risk is 

mitigated at the investment platform level by the assets backing the DC section’s policy being ring -

fenced from those of the investment platform provider. 

Direct credit risk in the underlying funds operated by the underlying managers is mitigated by the 

underlying investments being ring-fenced from those of the underlying manager and through the 

regulatory environments in which the underlying managers operate. The amount that can be claimed 

by the investment platform in the event of an insolvency of the underlying manager will depend on the 

structure of the underlying fund and the contractual terms between the managers and the investment 

platform. In the event of a custodian becoming insolvent, the level of asset recovery will depend on the 

custody agreement in place between the underlying manager and the custodian. 

The Trustee carries out due diligence checks on the appointment of the investment platform and new 

investment managers on an ongoing basis and monitors any changes to the regulatory and operating 

environments of both. 

The DC section’s investments are all held in pooled investment vehicles. As at the end of the Scheme 

year, 31 March 2022, the total value of member funds subject to direct credit risk was £43.3m 

(2021: £43.9m). 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022   

19. INVESTMENT RISK DISCLOSURES (continued) 

The DC section is also subject to indirect credit risk arising on the underlying investments held by the 

underlying funds. Credit risk is mitigated by utilising investment managers whose mandate includes one 

or more of the following: 

• invest in government bonds where the credit risk is minimal; 

• restrict the portion of corporate bonds which can be invested in that are not rated at least 

investment grade (note “investment grade” is defined as being rated at least BBB- by Standard & 

Poors or Baa3 by Moody’s); 

• diversification of the underlying investments. 

Currency risk 

Some member funds are subject to indirect currency risk because some of the underlying investments 

are held in overseas markets via pooled investment vehicles or segregated accounts. The Trustee 

regards currency risk as one which can, in some cases, add value and have delegated management of 

this risk to their investment advisor. 

There is no direct exposure to currency risk. All member and underlying funds are priced in Pound 

Sterling (GBP) and no foreign denominated assets are held directly. 

Interest rate risk 

Some member funds are subject to indirect interest rate risk because some of the underlying 

investments are held in bonds or cash through pooled vehicles or segregated accounts.  If interest rates 

fall, the value of these investments will rise (all else equal) and vice versa.  

The DC section manages this risk through the following:  

• diversification, where appropriate, to reduce the impact of a change in interest rates; or 

• allowing the risk, where appropriate, in recognition that a change in interest rates will likely be 

correlated with a change in annuity rates and therefore this degree of “matching” is desirable. 

No assets are subject to direct interest rate risk as no interest rate sensitive investments are held directly. 

Other price risks 

All assets are subject to indirect other price risk, including those held in segregated accounts.  Other 

price risk arises in relation to risks not mentioned above, such as those affecting equity markets, 

property, non-investment grade bonds, etc. 

The Trustee manages this risk by making available member funds with a diverse portfolio of investments 

across various markets, designed to minimise the overall price risk. Members may also invest in funds 

with a higher degree of overall price risk should they choose. 

No assets are subject to direct other price risk as no price sensitive investments are held directly.  

(i) Investment objectives 

The main objectives of the DC section are to: 

• provide a suitable and understandable range of investment options for members, with appropriate 

investment guidelines, target returns and risk (where risk is measured by fluctuations in returns 

and the level of any falls in value); 

• provide a default option that takes an appropriate level of risk on behalf of the member in pursuit 

of growth, according to their age and/or planned retirement date; and 

• ensure contributions payable by the employers and members are invested in accordance with the 

options selected by members. 

In line with these objectives, the Trustee has made available a default lifestyle arrangement and a 

number of self-directed “Self-Select” options.  
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For the year ended 31 March 2022   

19. INVESTMENT RISK DISCLOSURES (continued) 

The default arrangement involves switching members across four pre-built blended funds as they 

approach retirement. Each blend has a different risk and return objective (shown in the table below), 

thereby taking account of members’ changing risk profiles as they approach retirement.  

 

Fund Name Long Term Return Target Risk Target 

Nuffield DC Long Term Growth CPI + 5% p.a. 
Annualised volatility of less than 

75% of global equity volatility 

Nuffield DC Stable Growth CPI + 4% p.a. 
Annualised volatility of less than 

67% of global equity volatility 

Nuffield DC Cautious Growth CPI + 3% p.a. 
Annualised volatility of less than 

60% of global equity volatility 

Nuffield DC Retirement Focus (Cash) SONIA n/a 

The Trustee has delegated the day-to-day decision making and asset allocation of the blended funds to 

Schroders Solutions, whilst retaining the decision on the high level risk and return objectives.  

The range of Self-Select options aims to enable members to tailor their investment strategy (for those who 

do not partake in the default solution) by offering a selection of lifestyle funds, blended funds and asset 

class funds based on their own attitude to risk, term to retirement and investment objective. The range of 

options aims to provide a sufficiently varied choice whilst limiting the number of funds to reduce the risk 

of inappropriate choices.   The options and their objectives are outlined below: 

Self-Select Option Target Objective 
Active / 

Passive 

Nuffield DC Global Equity Fund FTSE All World 50% Hedged Index Passive 

Nuffield DC Corporate Bond Fund iBoxx £ Non-Gilts Total Return Index Passive 

Nuffield DC Index Linked Gilt Fund 
FTSE Actuaries Government UK Index Linked TR 

Over 5 Year 
Passive 

Nuffield DC Long Gilt Fund 
FTSE Actuaries Government UK Gilts TR Over15 

Year 
Passive 

Nuffield DC Ethical Global Equity 

Fund 
FTSE 4Good Global Equity Index GBP Passive 

Nuffield DC Retirement Focus 

(Annuity)* 

75% Annuity Focus (which aims to protect the 

purchasing power of assets and to minimise 

conversion risk when purchasing an annuity); 

25% Cash (which aims to preserve capital) 

Active 

Nuffield DC Retirement Focus 

(Invest Into Retirement) * 

75% Cautious Growth (see below); 25% Cash 

(which aims to preserve capital) 
Active 

Nuffield DC Cash Fund SONIA Active 

Nuffield DC Long Term Growth CPI + 5% p.a. Active 

Nuffield DC Stable Growth CPI + 4% p.a. Active 

Nuffield DC Cautious Growth CPI + 3% p.a. Active 

*  Fund is available as part of a self-select lifestyle option, which mirrors the default arrangement aside from the 

Retirement Focus component.  
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022   

19. INVESTMENT RISK DISCLOSURES (continued) 

Investment restrictions 

The following table shows the asset class restrictions of the default lifestyle funds as well as the asset 

allocation at the current and prior year-end: 

Asset class 
Min 

% 

Max 

% 

31 March 2022 

% 

31 March 2021 

% 

Nuffield DC Long Term Growth 

Equities 30 90 64.7 76.5 

Return seeking credit 0 60 17.6 16.0 

Of which Sub-Investment Grade Debt 0 40 10.8 11.0 

Property 0 15 0.0 0.0 

Alternatives 0 20 3.4 1.1 

Cash & sovereign bonds 0 60 14.3 6.5 

Nuffield DC Stable Growth 

Equities 20 70 53.9 65.1 

Return seeking credit 0 60 25.6 27.5 

Of which Sub-Investment Grade Debt 0 40 12.1 15.1 

Property 0 12.5 0.0 0.0 

Alternatives 0 15 3.6 1.2 

Cash & sovereign bonds 0 60 17.0 6.2 

Nuffield DC Cautious Growth 

Equities 15 55 42.4 51.8 

Return seeking credit 0 45 23.1 24.1 

Of which Sub-Investment Grade Debt 0 30 9.0 10.8 

Property 0 10 0.0 0.0 

Alternatives 0 15 3.3 0.8 

Cash & sovereign bonds 0 70 31.2 23.3 

Nuffield DC Retirement Focus (Cash) 

Cash 100 100 100 100 

Please note, some numbers may be affected by rounding. 

 

20. CONCENTRATION OF INVESTMENTS 

 The following investments represented over 5% of the net assets of the Scheme: 

                  2022                     2021 

 £ % £ % 

 Asset backed funding 70,000,000 13.3 74,200,000 14.4 

 BNY Mellon Global equity fund 111,409,650 21.2 132,644,163 25.8 

 Maturing Buy & Maintain Bond Fund 2021-25 28,446,594 5.4 - - 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022   

 

21. CURRENT ASSETS )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Bank balance 6,580,153)  1,645,011)  8,225,164) 

 Contributions receivable - employer 60,083)  104,903)  164,986) 

 Contributions receivable - members -)  12,610)  12,610) 

 Amounts due to Employer 375,000  -)  375,000) 

 
 7,015,236  1,762,524)  8,777,760) 

 

  )  2021)  ) 

 
Bank balance 1,844,292)  983,312)  2,827,604) 

 Contributions receivable - employer 60,084)  113,567)  173,651) 

 Contributions receivable - members -)  15,051)  15,051) 

 Sundry debtors 325,894  -)  325,894) 

 
 2,230,270)  1,111,930)  3,342,200) 

Included in the bank balance is £Nil (2021: £Nil) which is not allocated to members. 

All contributions receivable relate to the month of March 2022 and were paid in full to the Scheme 

within the timescale required by the Schedule of Contributions certified on 10 June 2019. 

The amounts due from the Employer relate to payments due from the asset backed funding 

arrangements. This is expected to be received by November 2022. 

 

22. CURRENT LIABILITIES )  2022)  ) 

  Defined)  Defined)  Total) 

  Benefit)  Contribution)  ) 

  Section)  Section)  ) 

  £)  £)  £) 

 
Accrued expenses 429,445)  -)  429,445) 

 Unpaid benefits 106,166)  138,257)  244,423) 

 Unpaid benefits -)  36,251)  36,251) 

 Tax payable 240,770)  -)  240,770) 

 
 776,381)  174,508)  950,889) 

 

  )  2021)  ) 

 
Accrued expenses 711,069)  -)  711,069) 

 Unpaid benefits 313,453)  338,830)  652,283) 

 Other liabilities -)  325,894)  325,894) 

 Tax payable 147,681)  -)  147,681) 

 
 1,172,203)  664,724)  1,836,927) 
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NOTES TO THE FINANCIAL STATEMENTS (continued)  

For the year ended 31 March 2022  

23. RELATED PARTIES 

Administrative and management expenses of £66,640 (2021: £59,998) were paid to the Sponsoring 

Employer in respect of the Scheme year.  These amounts are included within administrative expenses 

in Note 9 of the financial statements. 

24. GUARANTEED MINIMUM PENSION   

As explained on page 5 of the Trustee’s Report, on 26 October 2018, the High Court handed down a 

judgment involving the Lloyds Banking Group’s defined benefit pension schemes. The judgment 

concluded the schemes should be amended to equalise pension benefits for men and women in 

relation to guaranteed minimum pension (“GMP”) benefits. On 20 November 2020, the High Court also 

ruled that pension schemes will need to revisit individual transfer payments made since May 1990.  

Under the rulings, schemes are required to backdate benefit and transfer out adjustments in relation 

to GMP equalisation and provide interest on the backdated amounts. Based on an initial assessment of 

the likely backdated amounts and related interest the Trustee do not expect these to be material to the 

financial statements and therefore have not included a liability in respect of these matters in these 

financial statements.  

The Trustee is aware that the issue will affect the Scheme and will be considering this at a future meeting 

and decisions will be made as to the next steps. Under the ruling schemes are required to backdate 

benefit adjustments in relation to GMP equalisation and provide interest on the backdated amounts 

and on previous transfer outs. Included in the latest actuarial valuation as at 31 March 2021, there is a 

provision of 0.4% (£2.1 million) of the technical provision for GMP equalisation.   

25. TAXATION STATUS 

The Scheme is a registered pension scheme within the meaning of Section 153 of the Finance Act 2004. 

26. TRANSFER BETWEEN SECTIONS 

The transfer between sections relate to cash being transfer to relevant section.  

27. ASSET BACKED FUNDING  

The Scheme’s interest in the Nuffield Health Scottish Limited Partnership (SLP) is stated at the Trustee’s 

estimate of the present value of expected cashflows arising from the SLP. The discount rate used to 

determine the present value is based on market gilt rates at the reporting date adjusted for credit, 

funding and liquidity risks. The asset backed funding supports an income for the Scheme which 

commenced at £2 million per annum from 31 March 2016, stepping up to £3.5 million per annum from 

31 December 2021 and then to £4.0 million from 31 December 2022. The income is payable quarterly 

until the year ending 31 March 2046 and continues to be paid so long as the employer is solvent and 

the Scheme has a deficit on the 2015 Statement of Funding Principles basis updated for market 

conditions at 31 March each year. The payments are collateralised, by the ABC holding the freehold of 

the Manor Park hospital.  
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INDEPENDENT AUDITOR’S STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEE OF THE NUFFIELD 

HEALTH PENSION AND LIFE ASSURANCE SCHEME  

Qualified statement about contributions payable under the Schedule of Contributions 

We have examined the summary of contributions to the Nuffield Health Pension and Life Assurance Scheme 

(the ‘Scheme’) for the Scheme year ended 31 March 2022 which is set out in the Trustee’s report on page 40. 

In our opinion, except for the effects of the departure from the Schedule of Contributions described in the Basis 

for qualified statement about contributions paragraph, contributions for the Scheme year ended 31 March 2022 

as reported in the summary of contributions and payable under the Schedule of Contributions have in all 

material respects been paid at least in accordance with the Schedule of Contributions certified by the Scheme 

Actuary on 10 June 2019 and the Deed of Variation dated 30 June 2020. 

Basis for Qualified Statement about Contributions 

As explained on page 40, there were multiple instances where the monthly expense contributions and employer 

and member normal contributions were paid later than the due date as set out in the Schedule of Contributions. 

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

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

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

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

Responsibilities of the Trustee 

As explained more fully in the Statement of Trustee’s Responsibilities, the Scheme’s Trustee is responsible for 

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

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

employer and the active members of the Scheme.  The Trustee is also responsible for keeping records in respect 

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

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

Auditor’s responsibilities for the statement about contributions 

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

and to report our opinion to you. 

Use of our statement 

This statement is made solely to the Scheme's Trustee in accordance with The Occupational Pension Schemes 

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

Pensions Act 1995. Our work has been undertaken so that we might state to the Scheme's Trustee those matters 

we are required to state to it in an Auditor’s statement about contributions and for no other purpose. To the 

fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Scheme’s 

Trustee for our work, for this statement, or for the opinion we have formed. 

 

 

 

 

 

Crowe U.K. LLP 

London 

Statutory Auditor       Date: 31st October 2022 
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SUMMARY OF CONTRIBUTIONS PAID IN THE YEAR 

 

During the year, the contributions paid to the Scheme by the employer under the Schedule 

of Contributions were as follows: 

   £) 

 
Employer normal contributions  1,332,047) 

 Employer deficit funding contributions  4,999,999) 

 Employer administration expenses contributions  721,000) 

 Employee normal contributions  167,270) 

 
Total contributions paid  7,220,316) 

   ) 

 
Reconciliation to the financial statements:  ) 

 
Contributions paid under Schedule of Contributions  7,220,316) 

 

During the year there were the following contributions that were received after the due date as set out in the 

Schedule of Contributions: 

• There were three instances where the monthly employer administration expense contributions of 

£60,083 were paid between 2 to 3 days late. 
 

• There were three instances where the monthly employer and employee normal contributions of 

between £127,440 and £131,945 per month were paid between 2 to 3 days late.  

 

This summary was approved by the Trustee on 31st October 2022 

 

Signed on behalf of the Trustee 

 

 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Trustee (Douglas Ross) 
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GOVERNANCE STATEMENT FOR THE DEFINED CONTRIBUTION SECTION OF THE NUFFIELD HEALTH 

PENSION AND LIFE ASSURANCE SCHEME 
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The annual production of this Statement provides members with a narrative 

of how the Trustee Board looks after members’ interests.  

The Board will continue to monitor these key areas and report to members 

both in this annual Statement and other communications as appropriate. In 

conclusion, with the continual monitoring and the reviews detailed here the 

Chair and Trustee are pleased to be able to submit this report in compliance 

with the Chair’s Statement requirements, in the belief that in the reporting 

period the Scheme was operated and governed appropriately. 

 

Signature 

 

Date 

31st October 2022 

Name 

Douglas Ross 

(Pi Consulting (Trustee Services) 

Limited) 

Qualification 

Chair of Nuffield Health Pension 

Trustees Limited 

 

  

“Overall, the 
conclusion is that the 
Scheme is continuing 
to deliver value for 
money to the 
members” 
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IMPLEMENTATION STATEMENT 
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