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Unilever UK Pension Fund (established under Trust Deed, 31 January 2000)
Unilever PLC is the principal employer of the Unilever UK Pension Fund ('the Fund'), which provides pensions and cash sums to
retiring members, or to their families in the event of their death . (Throughout the remainder of this report, 'the Company' or
'Unilever' means either Unilever PLC, or another participating Employer, or a combination of participating Employers).
Unilever UK Pension Fund Trustees Limited is the trustee of the Fund. Unilever PLC and Unilever UK Pension Fund Trustees
Limited share the power to remove and appoint Trustees. (Throughout the remainder of this report, 'Trustees' means the
Directors of Unilever UK Pension Fund Trustees Limited.)
This document confers no rights to contributions or benefits. Rights to contributions and benefits are conferred solely on the
terms and subject to the conditions set out in the Trust Deed and Rules of the Unilever UK Pension Fund from time to time in
force.

Pension Schemes Registry No. 10247063

UNILEVER UK PENSION FUND
FROM THE CHAIRMAN OF THE TRUSTEES
Introduction

I wou ld like to start by acknowledging the support that has been shown by the other Trustees and Unilever with the decision to
reappoint me for a second term as Chairman from 1 June 2018. It is a huge privilege to be involved with such an important
pension plan and I hope that this is a reflection of the seriousness w ith which I take my duties and responsibilities.
The Fund Year was as ever a bu sy one for me and t he Trustee Board. Aga inst a backdrop of conti nued economic and political
uncertainty it was also a year when Unilever was very much in the news. I am, therefore, pleased to report that the year
witnessed some important developments for the UUKPF (Unilever UK Pension Fund). Key highlights included:
•
•
•
•

reducing risk in our Defined Benefit (DB) investment strategy,
the completion of a stra tegic investment review for our main Defined Contribution arrangements - the Investing plan,
making significant progress in implementing our ESG (Environmental, Socia l and Governance) policy as part of our
investment strategy, and
the stabi lisati on of our ad ministration arra ngements fol lowing a cha nge of outsourced provider in late 2017.

Of course, during the yea r, we also had a keen eye on the external environment, in particular w ith regards to Brexit to ensu re
that we were prepared for whatever eventualities came from that. Further information on the key highlight s is provided below
and later in this Report.
Defined Benefit funding and investment matters
I reported last year that, as part of the 2016 actuarial val uat ion of the Fund, Unilever made a significant contribution to th e Fund
of £600m helping make up the "fu nding shortfall" i.e. th e difference between the amount of assets th e Fund holds and th e
Fund's liabilities. Th e next actuarial valuation of the Fund is being carried out as at 31 March 2019 and as a result of Unilever's
£600m contribution and good inves tm ent returns over the last three years, the fundi ng position has improved significan tly. We
w ill repor t on the results of th e val uation in a summary funding sta tement to members during 2020. To determine our fu nding
level we have to consider not only asset returns} we also have to consider ~ h e impact of market movements on th e value of our
li abilities and the benefits paid out to members.
As repor ted last year, at the start of th e Fund Year we made some changes to our DB investm ent strategy which inclu ded taking
action to reduce risk. Further details can be fou nd lat er in the DB Investment Report.
During the yea r we made some significant strides in relation to implementing the Tru stee's Environmental, Social and
Governance ("ESG H ) policy and th e DB section of the Fund commi tted to invest in a new ESG fund .

Unilever corporate events
As Truste es, we are aware that Unilever is an extremely strong and we ll diversified employer. This gives us grea t comfort as
Unilever should be able to withst and any potential shocks or unexpected events. As Tru stees we th erefore always pay very close
attention to any cha nges, or potential changes, to Unilever and in particular any changes to those Uni lever companies to w hich
the Fund has recou rse to for its funding. I am pleased to report that during 2018, as part of Unilever's approach to th e potential
simplifica t ion of its legal st ructure, we worked in a constru ctive man ner w ith the Company and agreed a proposed set of
arrangements wh ich would apply after simplifica tion. Th ese were however withdrawn following th e Com pany's announcemen t
on 5 October 2018 that it would not be proceeding with its simplification plans. During this period, the Unilever management
team continued to engage very posi tively and actively with the Trustees.
Defined Contribution matters
The Defin ed Contributions section of the Plan (the Investing plan) continues to be an increasing part of th e UUKPF. Most of the
active members olthe UUKPF (i.e. those who are still employed by Unilever) have investments within th e Investing plan and the
total assets now amount to over £160m . The Moderate Growth Fund (where most members have investments) invests primarily
in return seeking assets for the longer term. In t he ru n up to retirement, we offer automatic swi tching facilities to mitigate,
where possi ble, any short term variability in returns.
We regu larly review the Inves t ing plan to check if we can im prove the val ue of our arrangements for members and, therefore, as
reported last year we under took a review of t he investmen t choices and make-up of our Investing plan funds to ensure that they
remain appropriate. We also reviewed the provider of t he investment and administration services for th e Investin g plan. That
review was completed in Apri l 2019 and we intend to implement thi s in the second hal f of 2019. Further information will be
provided in our com munica ti ons to members this year. We are pleased to say that we concluded that the inves tment choices
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FROM THE CHAIRMAN OF THE TRUSTEES (continued)
and our Investing plan provider remain appropriate. However, there were two important outcomes to improve value: {1) we
have achieved fee reductions for all seven of the investment choices offered under our Investing plan, and (2) we will be
replacing 50% of all exposure to Global Equity funds with ESG tilted Global Equity funds and replacing the current static income
exposures with dynamic credit allocation through an actively managed Multi Asset Credit mandate. During the year, we also
implemented the first stage of our review of our legacy Additional Voluntary Contribution ("legacy AVC") arrangements.
Following receipt of information of the Investing plan fund alternatives around 60% of members who were offered the option to
transfer their legacy AVCs to the Investing plan decided to do so.
Administration matters
On 1 November 2017, we transitioned our outsourced Defined Benefits administration from Aon to Capita. At outset, we did
encounter a number of difficulties. Throughout the year the Trustees and the Trustee Services Team have worked tirelessly with
Capita to improve performance, and we have seen significant progress in resolving a number of issues. I am therefore pleased to
report that by the end of the Fund Year, administration service performance was consistently at or close to 100% of the service
standards we set. In addition, the backlog that had developed during 2018 had been eliminated. We are continuing to work with
Capita on a number of areas where we would like to see improvement; we have recently agreed new plans with them to address
these areas and to ensure that Fund members receive the high service that the Trustees expects.
Trustee Governance matters
We continually look for ways to improve our Trustee governance approach. We were therefore pleased that when an
independent firm conducted a three-yearly review of our overall effectiveness they concluded that our governance is very
strong. One area we are looking at following that review is whether we have the right level of skills, experience and diversity on
the Board and how we could increase and/or maintain the right level through how Trustees are app9inted.
Shortly after the end of the Fund Year, we said goodbye to two of our Trustees: Susie Franklin, who decided not to stand for a
second term in the 2019 pensioner election, and to John Cryer, who needed to stand down as a Trustee following his retirement.
I would like to thank them both for their contribution to the UUKPF and in Susie's case her excellent chairmanship of our Audit
and Risk Committee. We have welcomed Christine Winn and Matthew Powell as their replacements.
Looking ahead
The next valuation for the Fund is due as at 31 March 2019, and work on this is currently ongoing. During the year we also
started a market review of our Scheme Actuary. This is a key appointment for us, and we expect to make a final decision on who
will be our new Actuary in early 2020.
In the final quarter of the Fund year we appointed an external firm specialising in communications and member engagement
and we have been working with them on reviewing our approach to member engagement. Hopefully you will see the results of a
new approach next year.
I would finally like to thank and acknowledge the support I have had and contributions from all my co-Trustees. I would also like
to thank the Unilever executive teams (Unilever UK Pensions and Univest Company) and all our professional advisers who
supported the Trustee Board throughout the year.

Tony Ashford
Chairman, Unilever UK Pensions Fund Trustees Limited.
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UNILEVER UK PENSION FUND
TRUSTEES AND ADVISERS
Trustee Company: Unileve r UK Pension Fund Trustees Limited

Th ere are 11 Tru stees on the Board of the Trustee Company:
•
•
•
•

an independent Chairman of the Trustees jointly appointed by the other Trustees and Unilever Pic;
five Trustees appointed by Unilever Pic;
four Tru stees elected by members; and
one Trustee selected after being nominated by deferred members.

Details of the Tru stees' remuneration are in the notes to the fin ancial statements on page 57.
Appointment and removal of Trustee Directors

Company nominated and Independent Tru stees are appoint ed in line with the Tru st Deed and Rules.
The five member-nominated Tru stees are appointed in line with the Tru st Deed and Rules and the 'Arrangements for the
Nom ination and Selection of Member Nominated Directors' (the 'Arrangements'). These Arrangements allow for:
•
•
•

Two pensioner Trustees - nominated and elected by pensioners;
One deferred member Trustee - nominated by deferred members and selected by th e Board; and
Two active member Tru stees - nominated and elected by active members. (There are two constituencies and each
elects its own member).

Trustees can be removed by a decision of all the other Trustees, or in line with the Arrangements and the Trust Deed and Rules.
Changes to the Board
Joining the Board

Neil Bertram (appointed 1 May 2018)
Stuart Hawthorn (appointed 7 May 2018)
Clare Cavana (appointed 10 September 2018)
Christine Winn (appointed 1 May 2019)
Matthew Powell (appointed 1 July 2019)

Leaving the Board

Ian Morgan (term of office ended 30 April 2018)
Laura Davies (resigned 10 August 2018)
Susie Franklin (term of office ended 30 Apri l 2019)
John Cryer (term of office ended 30 June 2019)

The current Trustees
Ind ependent Chairman

Tony Ashford

Appo inted by Unilever PLC

Clare Cavana
Stu art Hawthorn
Daniel Jones
Charl es Nichols
Roger Reed

Elected by eligible active employees

Matthew Powell
Bill Hodgson

Selected from deferred members

Neil Bertram

Elected by eligible pensioners

David Bloomfield
Christine Winn
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TRUSTEES AND ADVISERS (continued)
Other roles
Fund Secretary to th e Board

Andy Rowell

Independent Investment Expert

Sarah Smart (appointed 23 May 2018)
Ca therine Claydon (term of office ended 29 Apr il 2018)

Independent DC Expert

Ian Maybury

Current Key Advisers

Scheme Actuary

Richard Whitelam FIA, Aon Hewitt

Actu arial advisers

Aon Hewitt limited

Independent Auditor

Grant Th orn ton UK LLP

Interna l auditor

Deloitte LLP

Banker

HSBC Bank PLC

Cust od ian

The Northern Trust Comp any

Investment cons ultants

Mercer limited
Redington limited
Barnett Waddingham

Covenant adviser

Penfida Partners LLP

In vestment managers

Allianz Global Investors Europe GMBH
Barings Global Investm ent Funds pic (terminated as a
direct manager 31 January 2018)
BlackRock Adv isors (UK) limited
Cambridge Associates LLC (Appointed 4 July 2018)
CB Richard Ellis Global Investors limited
CRE Loan s S,C.S
Fidelity Investments life Assurance limited
Goldman Sachs International
HPS Investment Partners LLC
Intermedi ate Ca pital Group Alternative Investment
limited (terminated as a direct manager 1 February
2018)
J,P, Morgan Asset Management (Eu rope) S,a,r. 1.
M&G Investment Management limited
Northern Trust Lu xembo urg Management Company
SA'
Ownership Capita l B,V
Pantheon Ventures (UK) LLP

Property va luer

Colliers Internationa l

Principl e Legal advisers

Travers Smith LLP
linklaters
DLA Piper

• The Northern Trust luxembourg Management Company SA is the investment manager for funds accessed through the Univest pooled investment veh icles.
Accordingly. there are add itional indirect investment ma nagers of assets that are shown in the accounts as "pooled investment vehicles", For more information
on Univest, see "Univest pooled arra ngements" on page 31.
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TRUSTEES AND ADVISERS (continued)
Administration and contact details

Unilever UK Pensions

Andy Rowell
(Head ofTrustee Services and Fund Secretary)
Peter Bewley
(Service Delivery Manager)

Unilever UK Pensions
Unilever House, Springfield Drive
Leatherhead KT22 7GR
Univest Company

Unilever Pensions Team

Jayne Atkinson
(Chief Investment Officer)
3 St James's Road, Kingston
KT12BA
Unilever UK Pension Fund
Capita
PO Box 420
Darlington
DL19WU
Tel: 0800 028 0051

unileverpensionsteam@capita .co.uk
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UNllEVER UK PENSION FUND
TRUSTEES' REPORT
Introduction
The Unilever UK Pension Fund is made up of two sections:
•
•

a Defined Benefit ('DB') section - which is also split into two parts: the "Career average plan" and the clos ed " Final
salary plan"; and
a Defined Contribution ('DC) section called the " Inves tin g plan".

Members of the Career average plan build up a pension of 1/60 of their pensionable earnings between two levels in each plan
year of pensionable service. From 1 April 2018 to 31 March 2019 the lower level was £6,477 and the higher leve l was £60,500.
Active members can use the Investing plan to top up their benefits in addition to w hat they are building up in the Career average
plan (by paying extra voluntary con tribution s). Unilever also makes a contribution to the Investing plan of 12.5% of any
pen sionable earnings above the higher level. Members ca n choose to t ake some or all of thi s contribution as cash instead.
Membership profile
Below are summary figures for the Fund membership at 31 March 2019:
Active members

6,470

Deferred members

28,757

Pensioner and Dependent members

39,242

Total

74,469

You can find a more detailed breakdown (including changes over the year) on pages 63 and 64.
Trustee Meetings
We normally hold quarterly meetings to conduct the business of the Fund, quarterly meetings of most Committees and
additional Working Party meetings when necessary. Full Board meetings were held in April, July, October 2018 and January
2019. We also hold two training/strategy days a year.
Trustee Committees

A number of Trustee Comm ittees manage or oversee various matters delegated to them by the Trustee Board.
Th e Committee memberships shown below are as at 30 September 2019.
Audit & Risk Committee ('ARC)
Stu art Hawthorn (Chairman)

Neil Bertram

David Bloomfield

Matthew Powell
(Secretary: Nicola Pugh)

Th e ARC acts as an audit commi ttee for external and internal audits and oversees the Board's risk management proces ses and its
fraud and whistleblowing policies. The ARC also has a governance oversight role in respect of adm inistration and
commun ication matters for both the DB and DC sections.
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UNILEVER UK PENSION FUND
TRUSTEES' REPORT (continued)
Investment & Funding Committee ('IFC')
Charles Nichols (Chairman)

Sarah Smart (Independent Investment Expert)

Tony Ashford

Daniel Jones

Bill Hodgson

(Secretary: Jo O'Carroll)

The IFC's key role is to recommend a DB investment strategy to the Board and oversee its implementation when agreed. It
selects the Fund's investment managers and monitors their performance against the targets set for them. The IFe also regularly

reviews the funding level and considers other funding matters (although all funding decisions remain at Board level).
Defined Contribution Committee ('DCC')
Roger Reed (Chairman)

Ian Maybury (Independent DC Expert)

Clare Cavana

Christine Winn
(Secretary: Marjo Nivala)

The DCC looks at governance matters for the Fund's DC arrangements, as well as the ongoing suitability and performance of
investment options in both the Investing plan and the legacy Additional Voluntary Contributions ('AVC') arrangements.
Appeals & Discretions Committee ('ADC')
Bill Hodgson (Chairman)

Christine Winn

David Bloomfield

(Secretary: Peter Bewley)

The ADC meets when required to exercise certain discretionary powers for administration and death benefits and deals with any
second stage Internal Dispute Resolution cases.

Report on Actuarial liabilities
The Scheme Actuary gives us an update of the Fund's funding level each year. This is either a full , formal valuation, which is
carried out every three years, or an annual estimate in the intervening years. As the annual estimates are based on the
assumptions used during the previous full formal valuation, and the membership profile at that date, they become less accurate
over time. Reports setting out the annual funding position are available on request.

A formal valuation assesses how the Fund's assets compare with its liabilities (or, to use the official term} IItechnical provisions").
The liabilities are based on assumptions about future events, the investment strategy adopted by the Tru stees and the expected
covenant provided by the Company.
The point of carrying out valuations is to monitor the funding situation and decide what actions are necessary to make up any

shortfall they show. Our Fund's last completed formal valuation was 31 March 2016. It showed the following:

•

The value of the technical provisions was:

£8,600 million

•

The value of the assets was:

£7,375 million

The resulting deficit (shortfall) relative to the Fund's technical provisions was £1,225 million, or a funding level of 86%. The
funding level at the prior valuation was 85%.
The valuation adopted the "projected unit method", under which the technical provisions are calculated as the amount of assets
required as at the valuation date to meet the projected benefit cashflows, based on benefits accrued to the valuation date and
the various assumptions made.
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TRUSTEES' REPORT (continued)
The key actuarial assumptions made in t he 2016 va luation were:
Assumption

% pa

Discount rate
- pre-retirem ent

2.32 - 5.35
0.82 - 3.85

- pos t retirement
Rates of price inflation
- UK retail pri ce inflati on - UK RPI
- UK co nsumer price inflation - UK CPI
Pension Increases
- RPI Max 5%
- RPI Max 3%
- RPI Max 2.5%
- CPI Max 3%
Pay increases

1.73-4.15
0.63 - 3.05
1.73 1.72 1.67 0.69 1.63 -

3.84
2.79
2.39
2.39
4.05

Mortality was based on the latest research taking into account the Fund's own experience. Ass umed life expectancies we re ve ry
similar to th e last valuation. A pensioner aged 65 at the va lu ation date was assumed to live to age 88.2 (mal es) and 9004
(females). Th ere was no provision for GMP (see below) in the 2016 va luation assumptions.
Members were issued with the results of the 2016 valuation in a Summary Funding Statement in May 2017. Further detail on
th e method and actuarial assumptions used to determin e the technica l provisions is set out in the St at ement of Funding
Principles, which is available from t he Fund Secretary on req uest.
Th e Schem e Act uary provided us w ith an update of th e approximate funding level at 31 March 2018.
Shortfall at 31 March 2018

£173m

Fundi ng level at 31 March 2018

98%

We have been working with th e Company and the Scheme Actu ary on the formal valua t ion as at 31 March 2019. This va lu ation
is progressing well, and it is expected to be finalised by early 2020. Th e results w ill be published in th e Summary Funding
Statemen t during 2020 and included in next yea r's Report & Financial Statements when we w ill also give an estimated update of
the funding posi tion for 2020.
GMP equalisation
On 26 October 2018, th e High Court handed down a judgment involving th e Lloyds Banking Group's DB pension schem es . The
judgment co ncluded th e schemes should be amended to eq ualise pension benefi ts for men and wome n in relation to
guaranteed minimum pension benefits, so called "GMP equalisation". Th e iss ues determined by th e judgment arise in relati on to
many other DB pen sion schemes. The Trustees are awa re th at the issue w ill affect the Fund and have been co nsidering this
furth er at meet ings and decisions w ill be made as to the next steps. Under the ru ling schemes may be required to backdate
benefit adjustm ents in relation to GM P equalisa ti on and provide interest on th e backdated amoun ts.
Th e Trustees have obtained an es timate of th e additional liability fo r th e Fund as at 26 October 2018 in respect of GMP
equalisa tion . Th e es timated addit ional lia bility on the technical provisions basis is around £40 million. Thi s estimat e is based on
the Trustees' view of the mos t likely equalisation methodology to be adopted and a top down assessment of t he likely impact on
members. The main areas of uncertainty in determ ining the additional liability relate to t he identification of th e number of
members affected and the amou nt of backdated pension per member. Due to th e es t imates not bei ng material th e financial
statemen t s have not been adjusted. The pension s industry and governm ent bodies are working on the issues that have come
out of th e lega l judgment and further subsidiary lega l judgm ents are sti ll awaited as well as some necessary changes to
legislati on. It is likely to take a number of years before thi s matter is fully dealt with.
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TRUSTEES' REPORT (continued)
Changes to the Trust Deed and Rules
The official document governing the running of the Fund is the Trust Deed and Rules. Changes are made to that document from
time to time through a Deed of Amendment, or by Resolution where allowed by legislation. During the Fund year, one change
was made :
Date the Deed
was executed
28 June 2018

Change
Deed of Amendment executed making the 6 April 2006 Interim Tax Simplification Deed definitive from 6
April 2006. The 2006 Interim Tax Simplification Deed had introduced changes to the Rules in order to
comply with the (at that time) new tax legislation introduced by the government on 6 April 2006.

Pension increases

Final salary
plan

Career
average
plan

Most pensions in payment (above Guaranteed Minimum Pensions ("GMPs")) built up before 1 January 2008
increase on 1 April each year in line with RPI inflation up to 5% a year.
Pensions in payment built up between 1 January 2008 and 30 June 2012 increase on 1 April each year in line
with RPI inflation up to 3%, unless the member had chosen to pay towards increases of up to 5%.
The Fund is responsible for paying increases to certain parts of members' GMPs (where applicable).
Pensions in payment built up between 1 January 2008 and 30 June 2012 increase on 1 April each year in line
with RPI inflation up to 2.5%.
Pensions in payment built up from 1 July 2012 increase on 1 April each year in line with RPI inflation up to
3%, unless the member had chosen to pay towards increases of up to 5%.

The increase in the RPI from January 2018 to January 2019 was 2.5%. This increase was applied as above with no discretionary
increases from the Company so that the general increase to pensions in payment (above the GMP) on 1 April 2019 was 2.5%
(April 2018 4.0%). Pensions from acquired pension funds may have different increases. The minimum increase applied to some
pensions in payment was 0% and the maximum was 5%.
Deferred pensions increased by 2.5% for accrued Final salary and Career average benefits built up before 1 July 2012. Career
average plan pensions built up from 1 July 2012 do not generally get an anrlUal increase; they will be increased at retirement to
reflect the increase over the period of deferment. Deferred pensions from acquired pension funds may have different increases.
The lowest increase was 0% and the highest was 5%.

Transfer values
Transfer values are calculated in line with Section 97 of the Pension Schemes Act 1993 as amended by The Occupational Pension
Schemes (Transfer Values) (Amendment) Regulations 2008, which came into force on 1 October 2008. A Cash Equivalent
Transfer Value ('CETV') is a cash sum representing the expected cost of providing the member's benefits in the Fund. The
Trustees set the assumptions for calculating CETVs (having taken advice from the Scheme Actuary) which, taken as a whole,
need to provide at least the "b est estimate" of the amount required to make provision within the Fund for the member's

benefits.
The Trustees reviewed the CETV calculation basis following the completion of the valuation of the Fund as at 31 March 2016.
During the Fund year, Unilever's discretionary practice continued to be to waive the early retirement reductions applicable at
ages 60 to 65 for relevant members who met certain conditions. Transfer value calculations included an allowance for this only
where the member concerned was already eligible for the discretionary practice to apply. Transfer value calculations did not
allow for discretionary increases to pensions in payment or deferred pensions above the guaranteed amounts.

Other information
The Fund is a "registered pension scheme" for the purposes of the Finance Act 2004 and, as provided by legislation, some of its
income and chargeable gains are free of taxation.
No refunds have been made to the employer during the year (2018: fnil).
The Trustees confirm that the financial statements have been prepared and audited in accordance with the regulations made
under Section 41 (1) and (6) of the Pensions Act 1995.
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UNILEVER UK PENSION FUND
TRUSTEES' REPORT {continued)
The Trustees' Report, Statement of Trustees' Responsibilities, DC Chairman's Statement, Investment Report, Membership
Statistics and Financial Statements were ap.proved at a meeting of the Board on 9 October 2019.
On behalf of the Trustees

Tony Ashford
Chairman
9 October 2019

Andy Rowell
Secretary
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UNllEVER UK PENSION FUND
DEFINED CONTRIBUTION ANNUAL STATEMENT

Introduction
The Unilever UK Pension Fund (the 'Fund') is a "hybrid" scheme as it provides both Defined Benefit (DB) and Defin ed
Contributi on (DC) benefits. The Final sa lary plan and Career average plan are Defined Benefits. The Fund's Investing plan and its
"legacy" Additional Voluntary Contribution (AVC) arrangements are DC arrangements. When we refer to 'legacy' AVCs
throughout this sta tement, we mean th ose AVC arrangemen ts that were in place before the Investing plan and t hose DC
arrangements tha t came into the Fund following Unilever's acquisition of another company which are not invested in th e ra nge
of funds which are also used for the Investing plan.
This statement is only about the Fund's DC arrangements - it covers the Fund's Investing plan set up in 2008 which is
admin istered by Fidelity Investments Life Insurance Limited ('Fidelity') and the Fund's various legacy AVC arrangements which
are held with external providers. It is a legal requirement for trustees to include an annual statement regarding governance of
their DC arrangements in the report and accounts. This statement details how the Fund Tru stees:
•
•
•
•

have designed a default investment strategy that is in th e members' interests and keep it under regular review;
ensure that core financial transaction s are processed promptly and accurately;
have assessed the va lue of costs and charges borne by scheme members; and
ensure Trustee Knowledge and Understanding requirements are met

The default investment strategy
The Investing plan has a range of funds in which members can choose to invest, including a default investment strategy.
Members who do not actively choose fund s to invest in are placed in the default investment strategy wh,ich is a lifestylin g
arrangement with three funds: the Moderate Growth Fund, the Cautious Growth Fund and the Cash Fund. Th e Statement of
Investment Principles for the default strategy ('Default SIP') attached gives more information about the default strategy. There
is no default strategy associated with the legacy AVC arrangements.
Investing plan review (including review of the default investment strategy)
Th e Tru stees review their aims, objectives and policies in relation to the Investing plan funds at least every three years.
Following on from the review completed on 28 April 2015, th e Trustees began their three-ye arly review of th e Investing plan's
investment and administration arrangem ents at the start of 2018 and this included reviewing the aims and objectives of the
default investment strategy. Th e Trustees sought advice from a professional investment consultant to help them with the
review. Th ey conSidered, among other things, the interests of members, the risk and return profile, fees and the context of the
Investing plan being a "top up" arrangement to the Fund's Career average plan benefi ts. Th e revi,ew was completed on 30 Ap ril
2019. In summary, the Trustees concluded that t he current fund choices, their objectives and the default investment strategy
remain appropriate. The following agreed changes to the funds making up the default investment strategy will tak e place later
in 2019:
•
•
•

moving half of th e current global equity portfolio to an actively managed, multi-factor mandate with an Environmental,
Socia l and Governance (ESG) overlay;
reducing the exposure to emerging market equities to a neutral position as measured by the market cap of emerging
market stocks in a global equity index; and
replacing the current static income exposures with dynamic credit alloca tion through an actively managed Multi Asset
Credit mandate.

These changes are aimed at offering members better risk adj usted return s.
The Default SIP was last reviewed with the Chair Statem ent on 11 October 2018. It has been updated to provide further
inform ation on the default arrangements and the latest version approved on 9 October 2019 is attached. It w ill be updated
again later in 2019 to reflect th e changes being made to the make-up of the funds described above.
Th e Trustees al so looked at how the Investi ng plan investment and administration services are provided to members to check if
the current provider, Fidelity, sti ll provides a good service and value for money compared to the market. The Trustees concluded
that they do and as a result of the review, the Tru stees were able to agree new lower member charges with Fidelity. Th ese w ill
take effect once t he implementation of the investment changes is completed later in 2019.
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UNILEVER UK PENSION FUND
DEFINED CONTRIBUTION ANNUAL STATEMENT (continued)
Fund performance review (including review of performance of funds in the default investment strategy)

The Trustees review the performance of the Investing plan funds, including the funds that are part of the default arrangement,
each quarter, with input from the Univest Company. The Trustees receive a report that sets out the performance of the funds
and commentary on performance, fund managers and market conditions.
Through the information provided in the quarterly monitoring, the Trustees are satisfied that the objectives of the funds making
up the default investment strategy are being met. The table below shows how the fund objectives have been met.
Fund

Objective aim

Moderate Growth
Fund

Achieve a return over the long term (5 years or more)
that exceeds the return on the cautious growth fund
(albeit with a higher prospect that a negative return
could be experienced over the same period than the
cautious growth fund)
Achieve a return over the long term (5 years or more)
that exceeds the return on the cash fund (albeit with a
higher prospect that a negative return could be
experienced over the same period than the cash fund)
Preserve capital whilst aiming to provide a return on
investments similar to that which might be achieved on
cash deposits in a bank or building society

Cautious Growth

Fund

Cash Fund

1 year return to 31 5 year return to 31
March 2019
March 2019 (p.a.)
5.4%

8.0%

5.5%

7.0%

0.5%

0.2%

Therefore, no changes will result from the quarterly monitoring reviews to date as the returns are consistent with the funds'
aims and objectives.

Core financial transactions
The efficient running of a DC arrangement depends on the prompt and accurate processing of financial transactions which
include (but are not limited to):
•
•
•
•

the investment of contributions to the DC arrangements;
the transferof assets relating to members into and out of the DC arrangements;
the transfer of assets relating to members between different investments within the Investing plan; and
payments from the DC arrangements to, or in respect of, members.

" The completion of these transactions involves various external parties. The Trustees understand that if the above transactions
are not processed correctly or are delayed, members' retirement savings could be affected. As such the Trustees operate
measures and controls aimed at ensuring that the correct amounts for the correct members are invested, or paid out to} or in
respect of members in a timely manner. It is the Fund's administrators - Capita and Fidelity - who process core financial
transactions. The measures and controls operated by the Trustees are:

Service Level Agreements (sLAs)
Agreements are in place with both Capita and Fidelity by which they commit themselves to complete a range of tasks and which
set out how lorig each task (including core transactions) should take. The service levels are based on legal requirements,
regulatory guidance and industry practice. In addition, to help Trustees monitor that the SLAs are being met:
•
•

Fidelity and Capita report quarterly on their performance against those SLAs; and
Fidelity confirm on a quarterly basis whether contributions have been processed accurately and in a timely manner by
them. Fidelity provided positive assurance that this was the case for the relevant scheme year.

Fidelity and Capita report on any transactions not processed within their SLA·s. The Unilever UK pensions team (UUKP) then
investigate the cause of the delay and agree any remedial actions. For example} during the scheme year there were some issues
with some core transactions} as discussed further below} and a change to the administration practice was put in place to remedy
this.
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Contribution checks

The Unilever UK Pensions Fin ance Team carries out a monthly reconciliation, on a member by member basis to identify any
differences between the contributions reported as being paid to the Investing plan by the payroll provider, and the contribu tions
reported as being received by the Investing plan provider. This reconciliation is also carried out at Fund year end. Any
differences are reported to the UK Pensions Expert Administration Team for investigation and correction if necessary.
Th e UUKP also carries out an annual recon ciliation of members paying extra voluntary contributions to ensure th at members
have received the full Company matched contribution.
The UUKP Finance Team carries out a reconciliation of the contributions paid to the legacy AVC providers on an annual basis.

Processes in place with external parties
Fidelity have their own internal processes and controls in place to ensure financial tran sactions are processed promptly and
accurately. These processes include:
•
•
•
•

•

A reconciliation of the contribution file against the payment amount received;
A reconciliation of payments received aga inst payments invested;
A check to ensure all deals have been placed, and to identify any undealt cash;
A report to identify members for whom contribution s have not been received over a particular period (where Fidelity
wou ld have expected to receive contributions); and
Contributions are invested automatically according to members' instructions - to ensure speed of investment.

UUKP have further reviewed the processes in place and considered the various metrics that are tracked on a quarterly basis to
assess core fin ancial transactions which in summary assess the speed and accuracy of the investm ent of contributions, transfers
in and out, disinvestment on retirement and investment switches.
Th e res ults of all the above reporting and monitoring checks are su mm arised on a quarterly basis in a report that is given to the

Audit and Risk Committee of the Trustees.
Fro m carrying out th eir checks the Trustees are satisfi ed that the majority of core financia l transactions have been ca rried out
promptly and accurately during the Fund year. However, t here have been issues with th e time taken to invest monies received
from transfers in or to payout transfers fo llowing the disinvestment of monies during the scheme year. UUKP have raised this
w ith Capita in quarter one of 2019, who have now created a framework to ensure that future transfers in are not delayed.
Capita wi ll put processes in place to check their bank account on a daily basis to identify when transfer in payments have been
recei ved. Monies are invested via one day electronic transfer. Capita will also adjust their administration system to help
complete transactions on time. We therefore expect that there will be improvements in this area for 2019/20.
Charges and transaction costs
Investing plan
Each Investing plan fund carries a 'total charge', which includes an investment management charge, as well as the costs of
administering t he Investing plan. This is called the 'Total Expense Ratio' (TER) and is expressed as a percentage of the fund va lue.
Members pay these cha rges from their account, and the charges w ill vary from fun d to fund. Fidelity take accou nt of the charges
when they work out the daily quoted price for each fund .
The TERs applying to the Invest ing plan fund s in the default arra ngements and the self-select funds during the Fund year to 31
March 2019 are as shown below.
Type

Fund

Default
Default
Default
Self-select
Self-select
Self-select
Self-select

Moderate Growth Fund
Cautious Growth Fund
Cash Fund
Bond Fund
Global Equity Fund
Emerging Markets Fund
Real Return Fund

Charge during the scheme year to 31
March 2019
0.422%
0.384%
0.298%
0.315%
0.340%
0.500%
0.314%
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The Department for Work and Pensions has, from April 2015, stated that the total charges for default funds within DC schemes
used for automatic enrolment should be capped at 0.75%. The Trustees are pleased to confi rm that the charges for al l Investing
plan funds are comfortably below this charge cap.
In thi s statement we are also required to show details of the transa ction costs that have applied during the year. Tran saction
costs are incurred by members and are reflected in the unit-price of the underlying fund. Th ey occur due to:
•
•

Investment managers buying and selling securities (tradable financial assets) underlying the funds, as part of the day to
day management of those funds; and
Members requesting switches between funds, or those switches taking place during automatic switching;

The tran saction costs shown below are provided by Fidelity and have been calculated on a methodology known as 'slippage
cost'. This compares the price of t he stocks being traded when a transaction was executed, with t he price at which the
transa ction was requested. Market movements during any delay in transacting may be positive or negative and may also
outweigh other explicit transaction costs. For this reason, overall tran saction costs calculated on the slippage method can be
negative as we ll as positive.
Type
Default
Default
Default
Self-select
Self-select
Self-select
Self-select

Fund
Moderate Growth Fund
Cautious Growth Fund
Cash Fund
Bond Fund
Global Equity Fund
Emerging Markets Fund
Real Return Fund

Transaction Costs

-0.02%
0.00%
0.00%
0.02%
-0.02%
-0.14%
0.05%

Legacy AVes
The data on charges and costs available from AVC providers at the time of production of thi s stat ement is shown below. Whilst
almost all of th e costs and charges information has been received, there are a limited number of gaps in the data currently
available and the Trustees are continuing to request this information at regular intervals along wi th the reasons why information
hasn't been produced so far. The Trustees w ill report on any missing data as soon as the information is available on the Fund's
website and the data wil l al so be included in the Cha ir's statement for 2019/20.
Managers sometimes differ in their methodologies of calcu lating and presenting information on charges. Add itionally, not all
managers use consistent terminology when describing costs and charges. In general, Annual Management Charge or 'AMC'
refers to investment management and admini stration costs that are tak en by the provider as they invest and administer the AVC
policy. Some investment fund s will have higher AMCs than others owing to their specialist nature or the complexity in managing
them. For example, with -profit funds usually provid e guarantees that require complex actuarial ca lculations and this necessarily
entails costs that are not incurred by other types of fund . Total Expenses Ratio or 'TER'generally includes the AMC but includes
also additional expenses incurred by th e provider such as legal fees, audit fees and marketing fees. While some managers have
shown the AMC and TER separately, others have shown only the TER for some funds . In such cases, the Trustees have asked for
further disclosure in the int erests of transparency but note that the TER is the most important headline figure as it represents
the total charges incurred by members other than those arising from buying and selling investments. The term 'Aggregated
transaction costs' refer to all of the costs associated with trading (buying and selling) investments.
Charges and transaction cost s on some funds, particularly with-profit fund s and cash deposit funds, are not always ca lculated
explicitly by providers but are instead incorporated into other calcu lations such as returns. In some cases, the figures disclosed
by providers are therefore estimates or illustrative in nature. Where this is the case, the Trustees have asked the providers for
more accurate information on costs and charges.
Additionally, some with-profit providers emphasise that deductions set aside to cover the cost of guarantees depend on factors
such as underlying investment performance and can therefore vary in individual years.

The costs and charges can change over time, in particular aggregated transaction costs are prone to vary in individual years
depending on the amount of trading activity undertaken on a particular fund and market conditions during trading (see previous
explanation of the 'slippage' methodology for calcu lating transaction costs).
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Equitable Life
Fund

European
Far Eastern
Gilt and Fixed Interest
International
Investment Trusts
Managed Fund
Money
North American
Pelican
Property 2
UK FTSE All share
With profits 4

Aggregated

Annual
Management
Charge (p.a.)'
0.75%
0.75%
0.50%
0.75%
0.75%
0.75%
0.50%
0.75%
0.75%
1.00%
0.50%
1.00%

frransaction Costs
(p ••. )'
0.24%
0.16%
0.14%
0.15%
0.18%
0.13%
0.01%
0.01%
0.37%
0.18%
0.04%
0.05%

1. Equitable life has advised that with the exception of the Property fund (see note 2) the total charges impact is calculated by adding the
annual management charge and aggregated transaction costs. Also, data is shown for the year to 31/03/2019, with the exception of the WithProfits Fund which is shown to 31/12/2018 (the latest available data at the time of production of this statement).
2.ln addition to the charges shown, property management expenses of 0.44% p,a. for the year ended 31 December 2018 were incurred.

3. The costs to date are not calculated on the full arrival price slippage methodology but instead use industry supplied expected spreads for
each asset category.
4. Costs shown exclude 0.5% p.a. for the cost of guarantees. These costs are deducted to help ensure Equitable life has sufficient funds to
provide amounts that are guaranteed under the with profits arrangement.

Fund

Clerical Medical With profits'

~ggregated

Annual
Management
Charge (p.a.)

~ransaction Costs

(p.a.)
0.21%

0.5%

1. This fund is managed by Equitable life

Prudential
Fund

Discretionary
With-Profits Cash Accumulation Fund '

Annual
Management
Charge'
0.75%
nfa

Total Expense
Ratio 1

0.80%
1.00%

Aggregated
trransaction
Costs (p.a.)'
-0.07%

0.05%

1. The Annual Management Charge and Total Expense Ratio are based on data available as at 31 March 2019.
2. The fund charge is allowed for in the bonus rates . The bonus rates also allow for charges taken to cover the cost of any guarantees. No
disclosu re on the cost of guarantees ha s been provided.
3. The transaction costs reported are to 30 June 2018. Prudential has advised that the data for the annualised period to 31 March 2019 is
expected in October 2019.

Standard Life
Fund

SL Fidelity Asia Pension Fund
Sl Janus Henderson European Growth Pension Fund
SL Merian UK Mid Cap Pension Fund
SL SLI UK Smaller Companies Pension Fund
Standard Life Annuity Targeting Pension Fund
Standard Life Ethical Pension Fund
Standard Life FTSE Tracker Pension Fund

Annual
Management
Charge (p.a.)'
1.50%
1.25%
1.35%
0.90%
0 .50%
0.50%
0.50%
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Total Expense
Ratio (p.a.) ,

1.70%
1.46%

1.36%
1.00%
0.51%
0.51%

0.51%

Aggregated
ransaction Costs
(p.a.)'
0.08%
0.07%
Not available
0.02%
0.07%
0.11%
0.03%

UNILEVER UK PENSION FUND
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Fund

Standard
Standard
Standard
Standard

life Index linked Bond Pension Fund
life Managed Pension Fund
life Mixed Bond Pension Fund
life Overseas Equity Pension Fund

Standard life Property Pension Fund
Standard life UK Equity Pension Fund
Standard life UK Mixed Bond Pension Fund
Pension Millennium With Profits Fund 3
Pension With Profit Fund 3
Pension 2 With Profits 2 Fund 3

Aggregated

Annual
Management
Charge (p.a.) 1

Total Expense
Ratio (p.a.) 1

0.50%
0.50%
0.50%
0.50%
0.50%
0.50%
0.50%

0.51%

0.51%

Not ava ilable

nfa
nfa
nfa

0.65%
1.05%
0.65%

0.02%
0.08%
0.02%

fTransaction Costs
(p.a.)'

0.52%
0.51%
0.51%
0.53%
0.51%

p .12%
0.12%
0.06%
0.30%
0.09%
0.14%

1. Figures shown. based on data ava ilable as at 31 March 2019 after the application of a scheme disco unt - assumed to be 0.50%. Varying
discount rates may apply between policies and between members within policies based on factors including fund size.
2. Standard life has indicated that this cost is an estimate due to some of the data that is necessa ry for the ca lcula tions not yet being available.
3. This fund has no explicit fund management charge. Th e charge shown includes an allowance for the cost of guarantees and is the deduction
Standard life currently use, for illustrative purposes, in quotations.

Fund

Annual
Management

Total Expense
Ratio (p.a.) 1

Newton Global Balanced ZP

0.59%
0.90%

American 2 EP

0 .90%

Asia 2 EP
Equity Managed 1 EP
Equity Managed 2 EP
European 2 EP
Global Select 1 EP
Global Select 2 EP
Japan 2 EP
Lon g Dated Gilt 2 EP
Managed 1 EP
Managed 2 EP
Property 2 EP
Secure 1 EP
Secure 2 EP
UK Equ ity 2 EP
UK Preference and Fixed Interest 2 EP
ZZ Fund Closed New Bu siness UK Opportunities 2 EP
With -Profits EP

ransaction Costs

(p.a.) ,

Charge {p.a."
Aquila UK Equity Index ZP

Aggregated

0.86%

0.60%
0.95%
0.95%
0.95%

0.05%
0.06%
0.40%

1.15%

1.15%

Not available

0.84%
0.84%
1.13%
0.77%
0.88%
0.50%
1.18%
0.79%
0.72%
1.08%
0.34%
0.80%
0.48%
0.90%
0.90%

0.87%
0.87%
1.13%
0.94%
0.94%
0.51%
1.18%
0.81%
0.73%
1.08%
0.35%
0.86%
0.50%
0.93%
0.90%

0.18%
0.29%

0 .31%

Not available

0.25%
0.28%
0.03%
Not available

0.18%
0.42%
Not available

0.00%
0.10%
0.05%
0.07%
0.04%

1. Annual management charge s and Total Expense Ratio figures are as at 31st March 2019.
2. Transa ction costs are based on published data at 31st March 2019 but may not in all cases align with that date, as reporting cycles differ
betwee n the investment managers that participate on the Zurich investment platform.
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As noted above, fo r some legacy Ave funds th e investment managers have advised that there are no explicit costs. Rather, costs
are included in the calcu lation of returns and are not calculated separately. The fund s in thi s category are as follows:

Prudential

Fund
Deposit Fund

Santander

Cash deposit fund

Manager

M anager disclosure
Th ere are no explicit charges applied to th e
Deposit Fund. Interest, once added, is guaranteed
and withdrawa ls from this fund are not subject to
any deductions
Members in the Cash Deposit Fund are invested in
cash and receive interest on a daily basis
equiva lent to 0.25% per annum. This is not like a
typical unitised fund - there are no explicit annual
management charges and no other maintenance
charges on th is account. As such, Santander does
not provide any cost and charges information for
th is fund .

Impact of costs and charges - Illustrations
The Tru stees must prepare an illustration showing the impact of the costs and charges typically paid by a member of the plan on
their retirement savi ngs outcomes. The illustrations below meet the statutory guidance provided by the Department of Work &
Pensions.
As well as taking into account t he fund charges deducted in relation to investment management and administration services (the
Annual Management Charge, or 'AMC'), th e illustrations also allow for investment transaction costs.
All of the projected fund values shown are purely illustrative and are based on assumptions set out below regarding future rates
of return and inflation that may not be borne out in practice. The illustrative fund values are expressed in today's terms. For
example, a projected fund value after 30 years of £36,500 means that the fund value at the end of that period wou ld be an
amount that has equivalent purchasing power to that of £36,500 today.
The vast majority of members are wholly invested in the Investing plan default inves tment strategy and the most popular selfselect fund is the Global Equity fund. The illustrations have therefore been prepared for these two strategies/funds. The
following example illustrations show the impact of charges for members who continue to contribute until they retire (example
A, Band C) and for members who have ceased contributions; whether as an active member or due to being a deferred member
(example D and E).
In preparing the illustrations, th e following assumptions have been made:

•
•
•

•

Future inflation assumed to be 2.5% p.a,
Contributions assumed to increase at 2.5% p.a . whe re paid.
The default investment strategy projected growth rates vary w ith age, given that the strategy's asset allocation changes
over the 10 years prior to age 65. The following are examples of average growth rates used;
a Age 35; 4.51% p.a. (before charges). Average AMC is assumed to be 0.41% p.a. and transaction costs are assumed
to average -0.02% p.a.
a Age 45 ; 4.28% p.a. (before charges). Average AMC is assumed to be 0.40% p.a. and tran saction costs are assumed
to average -0.01% p.a.
a Age 55 ; 3.58% p.a. (before charges). Average AMC is assumed to be 0.38% p.a. and transaction costs are assumed
to average -0.01% p.a.
Global Equity Fund average growth rate before charges is assumed to be 5.48% p.a . Average AMC is assumed to be
0.34% p.a. and transaction costs are assumed to average -0.02% p.a.

While illustrations for a variety of accumulated fund values and contribution amounts are shown, in practice, the Investing pla n's
membership profile is such t hat the individual accumulated fund values and annual contribution inputs vary significantly
between members, even for members at th e same age. No one accumulated fund value or contribution amount is
representative of the membership as a whole or representative of a particular age group. However, the annual percentage rates
of investm ent return, Total Expenses Ratio and transaction costs do not depend on the amount of money held in an individual
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member's Retirement Account. Similarly, they do not depend on the annu al amo unt of co ntributi ons that the member is paying.
Th ese percentage rates for any fund are the same for all members who invest in that fund, regardless of the amount of their
savings.
Fi nally, it should be noted that in line w ith legal requirements, t hese illustrations are designed only to show the cumu lative
impact that investment charges and t ransaction costs can have on accumulat ed fund va lues at ret irement age. They are not
intended to provide information or guidance to members on whether a particular fund is best suited to their requirements. In
selecting funds, members shou ld have regard not only to charges and poten tial transaction costs bu t also t o factors such as
expected futur e returns and their capacity for and tolera nce of risk.
Defau lt Investm ent Strategy
Total fund at retirement (£) in today's terms
Example

Period of
investment
to age 65
(years)

Assumed
starting fund
value (£)

Assumed annual
contribution (£)

excluding
charges

wit h cha rges

30
20
10
20
10

0
20,000
40,000
20,000
40,000

1,000
2,500
3,500
0
0

38,900
85,500
80,300
28,400
44,500

36,500
8 1,100
78,000
26,300
42,900

A (Age 35)
B (Age 45)
C (Age 55)
D (Age 45)
E (Age 55)

% deducted in
charges

6.17%
5.15%
2.86%
7.39%
3.60%

Global Equity Fund
Total fund at retirement (£) in today's terms
Example

Period of
investment

to age 65
(years)
A (Age 35)
B (Age 45)
C (Age 55)
D (Age 45)
E (Age 55) '

Assumed fund
value (£)

Assumed annual
contribution (£)

excl uding

0
20,000
40,000
20,000
40,000

1,000
2,500
3,500
0
0

48,100
103,900
94,300
36,000
53,600

30
20
10
20
10

charges

w ith charges

% ded uct ed in
charges

45,400
99,200
91,800
33,700
52,000

5.6 1%
4.52%
2.65%
6.39%
2.99%

Value for members assessment
Th e Trustees annually assess the extent to which the member born e charges and transacti on costs mentioned in this stat ement
represent good value for members of the Investing plan . Th e Tru stees receive input from an external consu ltant, Mercer, during
thi s assessment. The assessmen t for the 2018 Plan yea r co nsidered t he following:
•
•

the leve l of charges borne by members aga inst co mparable market altern atives available to the Tru stees; and
the quality of t he services re ceived in return fo r these charges, including investment performance, the likeli hood of a
fund achieving its objectives in future and administration service quality.

The Mercer assessment of va lue for members advised that the Tru stees can reasonably rate the Inves ting plan overa ll as good
value in relation to member borne costs and charges using price and performance criteria. In doing 50, Mercer bench marked
the Plan's charges not only agains t other bundled arrangements such as master trusts but also against th e cha rges th at might
arise we re the Tru stees to adopt an unbundled approach. M ercer also rated each of th e funds in terms of its likeli hood of
achievi ng its obj ectives in future years.
Th e Trustees are pleased with thi s assessment and note that foll owing negotiations with Fidelity, the Investing plan wi ll offer
members improved va lu e once the newly negotiated fees take effect later in 2019.
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The table below shows the current and th e indicative new TERs.
Type

Fund

Default
Defau lt
Defa ult
Self-select
Self-select
Self-select
Self-select

Moderate Growth Fund
Cautious Growth Fund
Cash Fund
Bond Fund
Global Equity Fund
Emerging Markets Fund
Real Return Fund

Charge during the scheme year
to 31 March 2019
0.422%
0.384%
0.298%
0.315%
0.340%
0.500%
0.314%

Indicative new charge
0.385%
0.345%
0.248%
0.215%
0.3 10%
0.340%
0.215%

Legacy AVCs
A smaller number of members (l ess th an 700) of t he UUKPF have DC funds remain ing in th e legacy AVC arra ngements. Th ese
AVC funds provide a proportionately small top up to members' main benefits provided through th e Final salary plan and for a
few members of th e Ca reer average plan. The Trustees have similarly assessed va lue in re lation to member borne deductions
for these legacy Ave funds, although note that this assessment is necessa ri ly less comprehensive th an the detailed assessment
conducted in relation to the Investing plan. Th e reasons for that include:

Incomplete data on cos ts and charges
Although th e Tru stees have received data on charges from all providers, a number of them do not ca lculat e or disclose explicit
cost and charges information for certain funds, notably with-profit and cash deposit funds. Also, some of th e caveat s that
accompany disclosures on costs and charges (for exa mple, in relation t o the 'cost of guarantees' in relation to with-profits) make
it difficult for th e Tru stees to assess the reliabi lity of those disclosures.
Lack of co mparabi lity w ith ot her I ~g~cy

Ave arr"a ngem ents

Few alternative providers of Ave arrangements would be w illing to quote detailed terms to enable detailed price comparisons to
be made.
Lack of data on quality of funds
As part of a va lue assessment, the Tru stee wou ld wi sh to assess th e quality of th e replacement fund s from an investm en t
perspective. However, few of the fund s under Ave contract s are rated by investment consultants and commissioning a rating for
such fund s would likely be disproportionately expensive. Th e Tru stees do exa mine past perform ance of these funds but note
that past performance isn't always a guide to future performance. Notwithstanding these restriction s, the Tru stees have made
the following observations on value in relation to legacy AVes:
•
While th e few cash deposit funds have no explicit charges, th e interest awarded is net of charges and appea rs to offer
reasonable va lue compared to other deposit funds. Also, these mem bers have th e option to move th ese fund s to the
funds in th e Investing plan range if th ey would like to do so.
•
With-profi t funds are often not fu lly transparent in re lation to costs and charges. Thi s lack of transparency is evident
from the disclosures obtained to date by th e Tru stees, w ith some providers stating that they don't calcu late explicit
charges but rather include them as part of th e broader calculations on bonus rates. Also, some providers have
mentioned additional charges in respect of t he cost of guaran tees but have not stated what t hose costs are. Th e
Tru st ees wi ll continue to press for additional clarity in relation to the costs and charges borne by th ese fu nds. All
members of these funds have th e option to move th eir funds to the funds in th e Inves ting plan range if th ey would like
to do so.
•
Whilst th e majority of Unit-linked funds (but not all) have significa ntly higher total charges th an th e funds in the
Investi ng plan range, not all of the unit-linked investment fund s are directly comparable with the funds in th e Investing
plan in term s of ri sk profile and perform ance expectations. However, th e Trustees wrote to all members with unitli nked funds in 2018 to provide information on th e fund s th ey are in and those offered by the Investing plan, w hich the
Trustees believe offer good value; giving members th e option to move their fund s into th e Investing plan . A
considerable number of members did take up this opportu nity. Some members wished to remain invested in the
particular legacy AVe fund that they had selected. However, th e option for members to move th eir un it-li nked funds
into the Inves ting plan remains open.
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The Tru stees are exploring what other info rmation may be obtainable that might help th em in forming a better view on val ue
and wi ll co ntinue to ask :
•
•

providers to submit information on their costs and charges
th eir investment consu ltants to provide commentary in relation to unit-linked fund s to indicate w here charges may be
relative ly high compared to other co mparable legacy AVC arrangements

•

their investment consultants to provide information on past perform ance, just as a helpful indicato r of where problems
might lie, noting that past performance is not a good indicator of future expected performance

Summary
On the ba sis of the assessment su mmarised above, despite the incomplete info rmation available ab out some of the legacy AVC
funds, overall the Trustees are satisfied that the charges and transaction costs borne by members in the Fund offer good value
for members and that all members have access to good value funds that address the varying needs for growth, inflation
protection, capital stabi lity and liquidity.
The Trustees also considered other Investing plan features that members receive va lue from, but which are paid for by the
Company - such as the plan co mmunica tion s, the at-retirement support, an d the cost of maintaining a Trustee board with inhouse experti se and external advisers. The Tru stees note that these demonstrate the broader elements of good value provided
by the Investing plan.

Knowledge and understanding of the Trustees and external support
The Fund has co ntinued to run a training programme to ensu re that th e Trustees meet the legally required Trustee Know ledge
and understanding ('TKU') standards to enable them to exercise their duties and functions as trustees of the Fund. Training is
provided throughout a Tru stee's term of office and the Trustees annually review whether their approach to training serves their
needs. The main features of this training programme are described below.
On appointment
A new Trustee is required to comp lete an induction programme wh ich aims to provide the legally required knowledge of
pensions, and conversance with Fund documents.
This induction programme takes about two days in total and consists of training from UUKP and Univest on the followin g
aspects:
•
•

An introduction to th e UUKPF, its structure and key benefits;
Overview of th e role of a Trustee & Pension Funds;

•

Pensions and tru st law;

•
•

Funding;
Inves tment of assets and Investment strategy; and

•

Risk management.

In addition, Tru stees are enrolled onto an externally run introductory one or two-day co urse.
New Trustees complete the induction programme and are encouraged and supported to complete the TPR's online tru st ee
toolkit within th e first six months of appointment. The trustee toolkit is an online learning programme in which trustees
complete a number of specific modules and assessments in order to be conve rsant with scheme specific documents and meet
the level of know ledge and understanding req uired by law.
After one year
After 12 months in office, Tru st ees complete a self-assessment questionnaire to assess their knowledge and understanding of
pensions law, investment principles and other areas of knowledge they are legally requ ired to have as we ll as conversance with
scheme documents. Individual plans to address training and development areas are put together at this time for each of th e
Trustees based on the identified gaps in knowledge. UUKP provide suggestions to individual Trustees as to how to address those
gaps and ask for confirmation when the Tru stees have carried out the suggested action s. Each Trustee is annually asked to reco nsider th eir self-assessmen t and progress made to fill any gaps in order to identify any further development activities they
individually should undertake in the coming year.
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Ongoing training

To understand their role better and the specifics of the Fund, Trustees have access to all Fund documents, Trustee policies and
key Fund information. Fund documents include the main documents such as the Trust Deed and Rules of the Fund and the
Statement of Investment Principles. Trustees are legally required to have a working knowledge of these documents and to
achieve this, the importance of these documents and their purpose are covered during the induction training. In order to
identify any gaps in knowledge, the Trustees are asked to self-certify whether they have a working knowledge of these
documents and should they have any concerns, UUKP will point the Trustees to the documents to read again or if needed go
through the documents with them. As part of the annual training review, the Trustees are reminded to continue familiarising
themselves with Fund documents including the Balance of Powers which sets out the key Trustees' powers under the Trust Deed
and the Rules.
The Trustee policies cover a range of policies which set out the behaviours and requirements of UUKPF Trustees. These are
updated as required and the Trustees carry out. an annual review of the policies to ensure they remain appropriate.
The Trustees are regularly sent pensions bulletins to assist them in keeping up to date with current matters, including relevant
information about changes to pensions law. Any changes to regulations, regulatory practice or the law impacting on the UUKPF
or the Trustees will be highlighted at Trustee meetings. The Trustees are also from time to time advised of relevant external
seminars and conferences which they can attend. When particular matters of strategic importance are being discussed at the
Committee or Board, on the job training is provided ahead of any decisions.
The Board conducts at least one formal training day annually, facilitated by external advisors, UUKP or the Univest Company, as
necessary. Other training sessions are run as and when required.
The Trustees keep logs of training received during the year for each Trustee and the Board as a whole; and ongoing training
during Board meetings. During the year, training sessions were held on the following subjects:
•
•
•
•
•
•

Liability Driven Investment {LOI)
DC Investment strategy
ESG and climate change
Good governance and diversity on the Board
Institutional approach to climate transition
Introduction to NEST investments

The skills, experience and external support for the Board
The Board is strengthened by its diverse professional skills and experiences, along with support from external experts and
advisers. This helps the Board with the various challenges that its governance must address and in properly carrying out all its
duties as Trustee of the Fund.
The Board is supported by four Committees and the Trustees consider the balance of skills and experience when deciding on the
membership of the Committees.
The DC Committee has been supported by an independent DC professional throughout the year and an independent investment
professional also attends each Board meeting and the Investment and Funding Committee. Unilever's in-house pensions team
provides the Board with considerable operational support, with at least one of its senior members attending each Committee
and Board meeting. The Univest Company, the in-house investment professionals, provides support to the Board, the DC
Committee and the Investment and Funding Committee.
To ensure that that the governance of the Board remains appropriate and the scheme continues to be properly run the Trustees
appointed an external facilitator in 2018 to carry out a review of their effectiveness. The review concluded that the governance
was strong. A small number of recommendations arose from this review which have been considered and implemented where
appropriate.
Tony Ashford
Chairman
Slgaed,

Date: 9 October 2019
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DC Default Strategy Statement
1.

Introduction

This statement is prepared in accorda nce w ith regu lation 2A of the Occu pational Pension Schemes (Investment) Regulation s
2005. It describes the Tru stees' inves tm ent principles and arrangements in respect of the default investment op tion under the
DC Section of th e Unilever UK Pension Fund ('the Investing plan').
2.

Aims and objectives underlying the Default Investment Arrangement

Th e Tru stees recognise th at members of th e Investin g plan have differing inves tm ent needs and objectives, and that these may
change during th e cou rse of members' working lives. The Tru stees also recognise that members have different attit udes to ri sk.
The Trustees believe that members should be encouraged to make their own investm ent decisions ba sed on th eir individual
circumstances. Th ey therefore make ava ilable a range of investment options and automatic sWitching strategies w ith in the
framework set out in th e Fund rules, to enable members to tailor th eir investment strategy to th eir own needs.
Th e Tru stees also recognise th at members may not believe them selves qualified to make choices about investment options. The
Fund rules provide for a defau lt investm ent option and specifies th e investment objective th at comprises its key components.
Consistent w ith the Fund objective the defau lt investm ent option chosen by the Trustees aims to deliver rea l return s over
members' working lifetim es, whilst mitigating ri sk through divers ifica ti on through holding diffe rent equity and bond classes,
property and ca sh. It also encompasses a switch into less ri sky asset classes in the years prior to age 65 with the ultimate'
objective that fund s at retirement are invested in assets broadly appropriate for an individual Withdrawing th e funds as cash.
Th ere are three component funds in th e default strategy: Moderate Growth Fund, Cautious Growth Fund and Cash Fund, and
their objectives are below:

Fund

Investment Objectives

Moderate Growth
Fund

Achieve a return over th e long t erm (5 years
or more) that exceeds th e return on the
cautious growth fund (alb eit with a higher
prospect that a negative return could be
experi enced over the sa me period than th e
cau tious growth fu nd)

Cau tious Growth
Fund

Cash Fund

Policy in relation to investments

A pooled fund mad e available to the Tru stee by
Fidelity for the purposes of the UUKPF, where
unit prices are calculated by reference to a mi x
of some or all of equities, property, government
bonds, corporate bonds, other diversified assets,
cash/money market funds, and any other assets
with similar investment characteristics as
decided from tim e to time by the Trustee having
taken th e advice of its inves tment adviser, with
an asset allocation selected to be consistent
with th e investment objective in the second
column .
Achieve a return over the long term (5 years A pooled fund made available to the Trustee by
or more) that exceeds the return on the
Fidelity for the purposes of the UU KPF, where
cash fund (a lbeit with a higher prospect that unit prices are calculated by reference to a mi x
a negative return could be experienced over of some or all of equities, property, government
the same period th an the cash fund)
bonds, corporate bonds, other diversified assets,
cash/money market fund s and any other assets
with similar investment characteri stics as
decided from tim e to tim e by the Tru stee having
t aken the advice of it s investment adviser, with
an asset allocation selected to be 'consistent
w ith the investm ent objective.
Preserve ca pital whilst aiming to provide a
A pooled fund made available to the Trustee by
return on investments similar to that whi ch Fidelity for the purposes of th e UUKPF, where
unit prices are ca lculated by reference to a mi x
might be achieved on cash deposits in a
bank or building society
of some or all of cash deposits, money market
funds and any other assets with si milar
investment characteristics as decided from time
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to time by the Trustee having taken the advice
of its investment adviser, with an asset
allocation selected to be consistent with the
investment objective

In light of the above, the Trustees have adopted the following objectives in relation to the default arrangement:
•

To generate a good level of real return over members' working lifetimes, whilst mitigating risk through diversification.

The default arrangement's growth phase structure invests in the Moderate Growth Fund. This Fund holds a diversified
range of assets that is expected to provide long term returns similar to those of equities, but with less volatility.
•

To provide a strategy that reduces investment risk for members as they approach retirement.

As a member's account grows, investment risk will have a greater impact on retirement outcomes. Therefore, the
Trustee believes that a default arrangement that seeks to reduce investment risk as the member approaches retirement
is appropriate. This is achieved via automatic switching over a 10 year switching period before retirement. Initially
funds are switched from the Moderate Growth Fund to the Cautious Growth Fund. This gives members' accounts the
opportunity to still grow at a reasonable rate and stay 'diversified' - that is, spread across a range of investments.
During the last 4 years before retirement age, funds are switched into the Cash Fund.
•

To invest members' accounts at retirement in assets that are broadly appropriate for an individual planning to withdraw
funds at retirement as cash.

At age 65, 100% of the member's assets will be invested in the Cash Fund reflecting the fact that most members will
have acquired significant DB rights (relative to their DC benefits) and will therefore wish to use their account to provide
cash rather than additional income.
•

To achieve a market return, subject to fees, broadly equivalent to the composite benchmark (for each Default Fund)
which is comprised of the indices of each of the underlying sub funds as outlined in section 8.

The Trustees monitor market performance on a quarterly basis.
3. Investments
Members within the default arrangement are invested in a 100% allocation to the Moderate Growth Fund whilst they are at
least 10 years from the target retirement age. As the member approaches retirement, assets are gradually moved to the
Cautious Growth Fund, and then the Cash Fund as shown in the switching matrix below.

_ Moderate Growth Fund

_ Cautious Growth Fund

Transition or "wea lth- preservation"

Growth or "wealth-creation"

I
100

1

_ Cash Fund

%

80%
60%
40%
20%

0%

20
.1

19

18

17

16

15

14

13

12

11

10

9

8

7

Years to target retirement age
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4. Measurement and management of risk

Risk is not considered in isolation, but in conjunction with expected investment returns and retirement outcomes for members.
In designing th e default arrangement, the Tru stees have explicitly considered the trade-off between risk and expected returns.
The specific risks of which the Trustees take account in clude, but are not limited to:
Risk of underperformance: a fund offered by the Trustees may not meet the relevant inves tment objective with regard to
performance. This ri sk is considered by the Tru stees and their inves tm en t adviser within th e ongoing review of the performance
of the funds.
Risk of fraud, poor advice or acts of negligence: the Tru stees seek to minimise this risk by ensuring that their advisers and thirdparty service providers are suitably qualified and experienced, t hat suitable liability and compensation cl auses are included in all
cont racts for profeSSional services and that suitable due diligence is done on a regular basis.
Risk of the default investment option being unsuitable for the requirements of some members: thi s risk is addressed by giving
members a range of options, one of which is the default investment option. Members are provided with a diversified, but
limited, range of options which they can choose bearing in mind their attitudes to risk, expectations of returns and intentions
with regard to retirement. The Trustees assist members to make su itable choices that may better fit th eir persona l
circumstances through communications, including th e we b portal. Also members in any of the Investing plan's automatic
switching arrangements, including the default investment arra ngement, are contacted before switch ing starts.
5. Responsible Investment and Corporate Governance

The Trustees are signatories to t he Principles for Responsible Inves tm en t (PRI) through the Unilever Pension Funds umbrella
agreement. The Trustees believe that investing sustainably allows it to better assess the value and likely fut ure performance of
an investment over the medium to long-term. Sustainable investing is about generating a long-term ri sk adjusted return aligned
with the Fund's objecti ves, wh ilst at the same tim e promoting a stable, well -function ing and well governed social, environmental
and economic system on which long-term sustainable returns are dependent. The Trustees cu rren tly do not take into accou nt

any factors they consider to be non-financial. However, this is reviewed on a periodic basis.
Of th e environmenta l factors the Trustees take into account, they believe that climate change presents the greatest ri sk to the
long-term value and security of the Fund's assets. The Trustees believe that these environmental factors, in particular climate
change, will have significant and wide-ranging implica tion s for the global economy for the foreseeable future and the potential
to impact the dynamics of global growth.
Impl ementation:
It is the Trustees' policy that all matters are ta ken into account in the selection, retention and realisation of investm ents to the

extent that they are materially relevant in assessing th e future prospects of specific investm ents, including environmenta l, social
and governance (ESG) co nsidera tions.
The asset s are invested in pooled funds but the Trustees require all equity managers to have an ESG policy in place and to be
signatori es to th e UN PRI as a minimum. The Tru stees have given the appointed investment managers full discretion in
evaluating ESG factors, including climate change con siderations. Fixed income managers must also take ESG risk factors into
account when appropriate. Corporate governance activities have been delegated to the Fund's investment managers or
specialist ESG engagement organisations, with the understanding that they will exercise voting rights in the best long term
financial interests of the assets that they manage. The Tru stees may, from time to time, ask the Fund's managers or specialist

ESG engagement organisations to explain their corporate governance policy and practices, and review voting activities.
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The Trustees have developed an ESG Multi factor Equity fund with an external manager, which is aligned with the Trustee's
Sustainability policy. Due to the importance of ESG, it was decided that this fund shou ld be included within th e default

investment option.
6. Other policies in relation to the default investment arrangement
The Trustees believe that both actively 'and pass ively managed fund s have a ro le to play. Active managed funds are utilised to
the extent that the Trustees either have a high level of confidence in th e respective investment managers achieving their
performance objectives, or they believe risk is better controlled, net of active investment management fees, w ithin that asset
class. For this reason th e holdings in the Moderate and Cautious Growth Funds are managed using active and passive
management.

Assets in the default arrangement are invested in daily traded pooled fund s which hold highly liquid assets. This provides
members with greater diversification and transparency of va lue than if the Trustees invested directly in securities . It also
simplifies the Investing Plan's admi nistration. Th e selection, retention and realisation of assets within the pooled funds are
delegated to the inves tm ent manager in line with the mandates of the fund s.
All of the pooled funds used are dealt daily.
The strategic asset allocation of each of the three funds that comprise the default investment arrangement is shown below in

section 8.
7. Suitability of the default investment arrangement
The Tru stees believe that the above aims, objectives and policies ensure that the default investm ent arrangement is designed in

members' interests. Th eir reaso ns are as follows:
•

Most members who retire withdraw their account as tax free cash, reflecting the fact that the Investing plan's DC
benefits are supplementary to members' DB pension rights and their requirement for a secure income in retirement will
be addressed by that component of th ei r Fund benefits .

•

Modelling of future outcomes suggests that members will be able to w ithd raw a significant proportion of their account
as tax free cash over the long-term .

•

Despite thi S, members will li kely wish to achieve real inves tm en t returns for most of their period as pension savers. The
use of the Moderate Growth Fund and Cautious Growth Funds address that requirement.

Note that members who intend withdrawing their retirement benefits in other ways, including annuity purcha se or income
drawdown, have the option of adopting an alternative lifestyle strategy prior to retirement or choosing their own investment
strategy.
The Trustees are aware that the pension freedoms effective from April 2015 might result in significant changes to how members
choose to withdraw benefits at retirement. They th erefore monitor members' decisions and other data items at least annual ly
as part of an ongoing programme for ensuring that the default investment arra ngement remain s suited to member needs. They
also review the investment choices available to members to ensure that those who regard th e default arrangement as unsuited
to their needs have su itable alternative investment fund s to select from .
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8. Default Strategy Funds: Manager Structure and Allocations
Moderate Growth
Public Equities
Global Equity (Passive 30% UK/70% Global Inc. Emerging Market hedged to GBP fund)
Emerging Market Equity (Passive Aquila Connect)
Real Assets
Listed Property (Passive Global Property Securities)
Growth Fixed Income
High Yield (Active)
Emerging Market Debt (Active Blended Local / Hard Currency Fund)
Defensive Fixed Income
Corporate Bonds (Active Screened UK Corporate Bond Fund)
Total
Cautious Growth
Public Equities
Global Equity (Passive 30% UK/70% Global Inc. Emerging Market hedged to GBP fund)
Real Assets
Listed Property (Passive Global Property Securities)
Growth Fixed Income
High Yield (Active)
Emerging Market Debt (Active Blended Local/Hard Currency Fund)
Defensive Fixed Income
Corporate Bonds (Active Screened UK Corporate Bond Fund)
Fixed Interest Gilts (Passive Over 15 Year Gilt Aquila Connect)
Index Linked Gilts (Passive Over 5 Year Index Linked Gilt Aquila)
Cash
Cash Active Cash fund)
Total
Cash
Cash (Active Cash fund)

26

64.0%
55.0%
9.0%

10.0%
10.0%

17.0%
8.5%
8.5%

9.0%
9.0%

100%
30.0%
30.0%

7.5%
7.5%

12.5%
6.0%
6.5%

37.5%
12.5%
12.5%
12.5%

12.5%
12.5%

100%
100%

UNllEVER UK PENSION FUND
STATEMENT OF TRUSTEES' RESPONSIBILITIES
Th e financial statements, which are prepared in accordance with applicab le law and United Kingdom Accounting Standards,
including the Financial Reporting Standard FRS 102 'The Financial Reporting Standard applicable in the UK'and Republic of
Ireland' (United Kingdom Generally Accepted Accounting Practice), are the responsibility of the Trustees. Pension scheme
regulations require, and th e Trustees are responsible for ensuring, t hat those financial statements:
•

show a true and fair view of the financial transactions of th e Fund during the Fund year and of the amou nt and
disposition at the end of the Fund year of its assets and liabilities, other than liabilities to pay pensions and benefits
after the end of the Fund year; and

•

contain the information specified in Regul ations 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 financia l reporting framework applicab le
to occupational pension schemes.

In discharging the above responsibilities, th e Tru stees are responsible for selecting suitable accounting policies, to be applied
consistently, making any estimates and judgments on a prudent and rea sonable basis, and for the preparation of the financial
statements on a going concern basis unless it is inappropriate to presume that the Fund will not be wound up.
The Trustees are also responsible for making available certain other information about the Fund in the form of an annual report.
The Tru stees also have a general responsibility for ensuring that adequate accounting records are kept and for taking such steps
as are reasonably open to them to safeguard the assets of the Fund and to prevent and detect fraud and other irregularities,
including the maintenance of an appropriate system of internal control.
Th e Trustees are responsible under pensions legislation for preparing, maintaining and from time to time revising a Schedu le of
Contributions showing the rates of contributions payable towards the Fund by or on behalf of the Principal Employers and the
active members of the Fund and the dates on or before wh ich such contributions are to be paid. The Trustees are also
respon sible for keeping reco rds in respect of contributions received in respect of any acti ve member of the Fund and for

adopting risk-based processes to monitor whether contributions are made to the Fund by the employer in accordance with the
Schedu le of Contributions. Where breaches of the Schedu le occur, the Tru stees are required by the Pension s Acts 1995 and
2004 to consider making reports to The Pensions Regulator and the members.
The Trustees are also respon sible for the maintenance and integrity of the financial inform ation of the Fund included on the
Fund's website. Legislation in the United Kingdom governing the prepara.tion and dissemination of the financial statements may
differ from legislation in other jurisdictions.
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This Investment Report sets out details of the Defined Benefit investment stra tegy and its implementation, including any
changes du ring the year (see section 1). It also includes th e investm ent returns achieved by the Fund during the year compared
to the appropriate benchmarks and a summary of the investment man agers in place for each asset cla ss .
Thi s Report also provides an ove rview of the Inves ting plan (see section 2). Fidelity, th e inves tment provider for th e Investing
plan, can provi de members with performance details of th ei r underlying investments on request.
It has been a mixed year for investment markets with a strong first half followed by significant bouts of volatility in the second
half. Equity markets in GBP term s were positive over th e 12 months with US Equity being the best performer with double digit
returns. Th e fourth quarter of 2018 saw significa nt negative returns for equ ities and there was a mixed result from the
defensive asset cla sses. UK bond markets in general delivered positive ret urns as bond yields fell over the yea r to 31 March
2019. The FTSE Gilts All Stocks index return ed 3.7%, while long dated issues as measured by the corresponding Over 15 Yea r
Index had a return of 4.7% over the year. UK property investors continu ed to benefit from the improving property market with
th e IPD UK All Property Index returning 5.6% in Sterling term s. In the UK, uncertainty over Brexit continu ed to dominate the
investor outlook. The UK economy slowed over 2018 but appeared to remain resilient, despite the co ntinu ed political uncertainty about the fut ure of trade and th e Irish border. Rea l GDP growth for the UK has slowed from 1.8% in 2017 to 1.4% in
2018.

Statistics sourced from Consensus Economics March 2019,
1.

Information relating to DB assets

Governance
The Trustees regularly revi ew th e Fund's inves tm ent governance processes, taking into account any relevant industry
co nsultations as well as appropriate best practice and principl es.
The Fu nd remains supportive of the UK Stewardship Code and, through Hermes Equity Ownership Services, seeks to apply its
principles. Information on the Fund's ESG policy, as well as voting and engagement informati on com be found on the Fund' s
website (www.uukpf.co.uk).
Investment Strategy
W ith a small number of active members compared to pensioners and deferred members, the Fund has an investment st rategy
that ultimately aims for self-sufficiency (that is, where it is not dependent on th e Company for potential deficit contribution s).
As progress is made toward s achieving self-sufficiency th e level of risk is reduced as the fundin g level improves. The Fund's
current strategy is to target a return of gilts plu s 2.8% a year w hile taking an appropriate level of risk . This strategy was set by
the Trustees after fully co nsidering the fund ing objectives, th e level of risk inherent in targeting a return in excess of gilts, an
assessment of t he strength of the Unilever covenant to support t he Fu nd, and also the Company's views on the investmen t
strategy. Th e investment strategy will be reviewed followin g the completion of the 2019 valuation.
Over th e yea r, changes to th e asset allocation we re made following a review of investment strategy. Detai ls of this are set ou t in
th e tabl e below, but the main changes were to reduce t he alloca tion to the growth category and increase the allocation to t he
income and matching categories, in order to reduce th e leve l of investment risk and increase t he level of liability hedgi ng.
Details of th e investment strategy, togeth er with other important investm en t information for the Fund, is set out in a St at ement
of Investment Principles (,SIP') as required by Section 3S of th e Pensions Act 1995 and Section 244 of th e Pensions Act 2004.
The latest SIP was approved by t he Trustee Board on 10 July 2019. The SIP was updated to take into accou nt regulatory
requirements which com e into effect from 1 October 2019. One of the key changes under the new requirements is that from 1
October 20 19 th e Trustee is required to publish the SIP on a publicly searchable website. Key changes include the addition of
further detail regarding ri sks, ESG considerations and the DC plan's default strategy and range of funds available. It is th e
Tru stees' policy to review the SIP every three yea rs and immediately after any significant change in investment policy. A copy of
th e SIP is avai lable from th e Fund Secretary on request and from the Fund's website.
As a result of market movements, the Fund's actual asset distribution may differ from th e strategic allocati on target at any time.
Th e actual asse t allocation is checked fortnightly (more frequently in periods of high market volatility) and action taken to keep
it w ithin agreed ranges.
Th e actual asset allocation below shows the market value of the assets in pooled inves tment vehicles included wi thin t he
relevant category. The Fund's actual exposure to different types of assets is also different to the accounting classification s due to
the Fund's use of derivatives.
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The Fund's strat egic asset all ocation ("Ta rget") at 31 March 2019, toge th er with the comparative position a t 31 March 2018, is
set out be low:
31 ~Ma r- 19
31-Mar-18
(%)
Growth Assets

Equities

37.5

Private Equity

3.5

Private Equity

4.5

Property

5.8

Property

6.5

Hedge Fund

5.8

Hedge Fund

6.5

Sustainable Assets

2.5

Susta inable Assets

2.5

51.2

Total

Total

Income Assets

57.5
7.5

Corporate Bo nds

8.8

HLV Prop erty

2.5

HLV Property

2.5

Diversified In come

8.5

Diversified In co me

8.5

High Yie ld Debt

4.5

Hi gh Yield Debt

Emerging Markets Debt

4.5

Emerging Markets Debt

4.5
4.5

Total

28.8

LO I, Hedges, Govt Bonds

20.0

Total

Total

Matc hing Assets

Growth Assets

33.6

Eq uities

Inco me Assets

(%)

Corporate Bonds

Total

27.5

LDI, Hedges, Govt Bonds

15.0

20.0

Total

15.0

100.0

Total

100.0

Matching Assets

Th e Fund's investments (excluding DC a nd AVC investments) withi n each category were as fo llows:
31-Mar-19

Growth

Assets

£
million

(%)

(%)

actual

target

3,426.8

35.0

33.6

Private Equity2

295.8

3.0

3.5

Propertyl

570.5

5.9

5.8

Equ ities 1

Hedge

Fund 2

Sustainable
Assets 3
Total
Inco me
Assets
low Risk
Medium
Risk

High Risk

Othe r

6.0

2.5

4,888.5

50.0

51.2

920.5

9.4

8.8

HlV Property2

202.1

2.1

2.5

Diversifi ed
Income

795.7

8.1

8.5

High Yield Debt'

501.3

5.1

4.5

457.5

4.7

4.5

Tota l
LDI, Hedges,
Govt Bonds

2,877.1

29.4

28.8

1,935.8

19.8

20.0

Total ex other

9,701.4

99.2

20.0

0.8

Tota l

9,780.4

100

(%)

target

3,737.2

39.3

37.5

Private Equit y2

308.3

3.2

4.5

Propertyl

531.1

5.6

6.5

577.4

6.1

6.5

0

0

2.5

5,154.0

54.2

57.5

Corporate
Bonds l

975.7

10.3

7.5

HLV Property2

196.0

2.1

2.5

Diversified
Income

479.3

5.0

8.5

High Yield Debt'

447.7

4.7

4.5

Emerging
Markets Debt 2

442.8

4.7

4.5

2,541.5

26.8

27.5

1,754.9

18.4

15.0

9,450.4

99.4

100

Total

53.8

0.6

Total

9,504.2

100

Equities!

Fund 2

Hedge

0. 1

79.0

(%)

actual

Sustainable
Assets

4.7

Total

Assets

£
million

5.8

Corporate
Bondsl

Emerging
Markets Debt 2
Ma tching
Assets

590.7

Growth

Total
Income
Assets
Low Risk
Medium
Risk

High Risk

Total
Matching
Assets

LDI, Hedges,
Govt Bonds
Total ex other

Other

100

31-Mar-18

Notes:
1. These ca tegories include segregated manager holdi ngs, pooled assets and may also include derivative exposure.
2. These catego ries co nsist of pooled investment ve hicles.
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3. The Susta inable assets allocation is currently in the implementation phase due to the nature of the specific investment; the allocation will

therefore Increase over time. ESG cons idera tions are explicitly taken into accou nt in monitoring and selection processes for around half of

total assets.
Investment returns

Investment returns relative to liabilities:
The Tru stees are responsibl e for the investment strategy and monitor the investment returns of the Fund against a proxy for the
Fund's liabilities provided by the Fund Actuary. Thi s gives an indication of changes in the funding level. The funding level is
separately reported to members annua lly.

Asset return

Change in
liabilities

Asset Return less
change in liabilities

%

%

%

Year ended 31 M arch 2019

6.6

7.4

-0.8

Since Inception (1 July 2008) (Annualised)

8.6

6.8

1.8

Investment return s relative to market returns:
The actual investment return s for each asset class are also measured quarterly against th e market return (benchmark) in order
to assess the performance of the investment managers. A summary of actual return s for each major asset cla ss and the Fund as
a whole compared against the benchmark for the one, three and five year periods to 31 March 2019 are as follows :
Year ended 31 March 2019

Actual return
p.a.

Benchmark
return p.a.

Difference to
benchmark p.a.

%

%

%

Equity

9.0

10.5

-1.5

Bonds'

3.6

3.7

-0. 1

Property * *

6.4

5.4

1.0

Hedge Funds

7.7

7.8

-0.1

Total (ex LDI)

3.9

5.9

-2.0

Total (inc LDI)

6.6

8.6

-2.0

Actua l return

Benchmark

p.a.

return p.a.

Difference to
benchmark p.a.

%

%

%

Equity

14.5

14.4

0.1

Bonds'

4.3

4.4

-0.1

Property**

7.0

6.0

1.0

Hedge Funds

5.5

7.7

-2.2

Total (ex LDI)

8.2

8.6

-0.4

Total (inc LDI)

11.3

11.7

-0.4

Three years ended 31 March 2019
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Five years ended 31 March 2019

Actual return
p.a.

Benchmark
return p.a.

Difference to
benchmark p.a.

%

%

%

11.5

11.7

-0.2

·5.8

5.4

0.4

Property··

9.0

4.9

4.1

Hedge Funds

5.9

6.1

-0.2

Total (ex LDI)

7.3

7.2

0.1

Total (inc LDI)

9.3

9.3

0.0

Equity
Bonds

•
•

*

• Includes High Yield Debt, Emerging Market Debt and excludes LDr
·*Indudes HlV property - The benchmark for property cha nged to RPI+3% on 31 December 2013.

The IFC reviews each asset class, and assesses the performance of each class and underlying managers relative to th e speci fic
benchmarks allocated to them, as well as assessing the ongoing suitability of the asset class in general and co nSidering whether
it is expected to continue to perform its required role in the context of the overall investmen t strategy for the Scheme. In a
diversified investment strategy it is expected that some asset classes will underperform over some periods, and pa st
performance is one of mariy factors considered in asset class reviews when assessing an asset's suitability looking forward.
Ihvestment managers are paid fees in line with contractual agreements, related to the market value of th e assets under
management, and, for some, their performance too. Their performance is reviewed quarterly by the IFe.
Univest pooled arrangements

The Fund invests a proportion of its equity and bond assets in the Unilever Pooled Investmen t Vehicle ('Univest'). Established in
Luxembourg, Univest is set up as an umbrella vehicle, a "Fonds Commun de Placement" ('FCP'), and it is managed by the
Northern Trust Lu xembourg Management Company SA. The purpose of the Univest ve hicles is to optimise the investments of
Unilever pension funds worldWide, taking advantage of economies of scale, diversification and expertise.
The investment in the Univest vehicles has been made by th e Trustees on an "arm's length" basis and the funds' investm ent
performance is fo rmally monitored in the same way as all th e Fund's other investments.
Northern Trust Luxe mbourg Management Company acts as a "Manager of Managers" and the Univest pooled vehicle consists of
a range of sub-funds, each with investment managers separately appointed by the Univest Investment Committee which also
oversees the operation of Univest.
The investments in hedge funds and emerging market debt are also made through Unives t vehicles, Univest III and Univest IV.
Th ese are investment fund s established in luxembourg and each qualifying as a IISociete d'investissement a capital variable"
('SICAV').
The Univest Company
The Univest Company B.V. (Univest Company) provides internal investmen t support for Unilever pen sion plans and brings the inhouse Unilever pension investment expertise together into one centra l unit. The Univest Company is a wholly-owned subsidiary
of Unilever N.V. and is co nstituted and regulated in the Netherlands. It recovers its costs from the pension plans to which it
provides investment support. Th e relationship between the Trustees and the Univest Company is governed by a service level
agreement negotiated between them, and formal reporting is provided quarterly.
Investment holdings
Fund investments are invest ed in accordance with the Occupational Pension Schemes (Investment) Regulations 2005 (51
2005/3378). The Fund is a Registered Pension Scheme under th e Finance Act 2004.
Liability Driven Investment ("LOI")

The Trustees commenced the LDI mandate in 2010, with th e aim of using a range of derivatives to hedge the Fund's liabilities
against interest rate and inflation risk. As part of the wider de-risking programme where investment risk is reduced on achieving
specific improvements in the funding level, a trigger-based hedging framework is in place that increases th e interest rate and
inflation hedge ratios as the funding level improves.
Current interest rates continue to be low. As part of the changes following th e investment strategy review, hedge ratios were
increased from 45% to 55% during 2018.
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To manage cou nterpa rty risk, all deri va t ives used are co llateralised on a dai ly ba sis. Collateral arrangements are ma naged by
BlackRock who is also th e LDI manager. Th e only permi tted collateral is cash and governm ent bonds. A syn t heti c exposure to
globa l equities was crea ted in 2017 with BlackRock using eq uity deriva tives. This mandate serves as a sou rce of liquidity to t he
Fund should t he LDI manager req uire additional co llateral.
Th e Fund con tinues to mon itor developments w ith cent ral clea ri ng and any future im pact that this may have on cash collateral.
This is also considered alongside th e de-ri sking of th e Fu nd w hereby different solu t ions for cash collateral w ill be agreed with th e
LDI manager.
Marketability of investments
At t he end of t he yea r over £6 billion of inves tm ents were quoted on recognise d sto ck exchanges (directly or through pooled
vehicles) and were considered t o be marketable on a short-term basis. Investm ents in hedge fun ds and property can usually be
rea lised wi thin 12 months und er norm al market conditions. It will usua lly t ake at least 12 mont hs to dispose of priva te debt and
priva te equity invest ments.
Global custody arrangements
Th e North ern Trust Compa ny acts as Global Custodian for t he Fund . Wherever possible, th e Fund's segrega ted inves t ments are
held in a nominat ed account at The Northern Tru st Company in th e name of t he Trustees of t he Fund. Reports are received
each month covering th e assets held by the Custodian and transacti ons in th e month. Th e Custodian is independent of t he fund
managers and provides a check on th e recordi ng and va luation of t he segregated asset s of th e Fu nd. Pooled invest ment vehicles
have th eir own custody arra ngements.
2.

Information relating to the Investing plan

Governance and Strategy
Inform ation on th e govern ance and strategy for th e Investing pl an is provided within th e Defin ed Contribution Annual Statement
starting on page 11. Th e information below is in respect of th e investm ent strategy of th e Investing plan, and how th at strategy
is implemented.
The purpose of th e implementation approach of th e Growth fun ds, Bon d fu nd and Cas h fund is to give brand exposure in nn

effi cient mann er to the global markets in equities, bonds, currency and property. The equit ies foll ow an index tracking passive
approach, whilst bonds, w it h t he exception of UK Gilts, are act ively managed. Th e property investm ents are held in invest ment
t rusts w hich passively follow an index and cash is actively managed. Given th e extent t o which the Trust ees use index tracking
strat egies, th ey do not expect outperformance net of fees against th e benchmark. Active managed funds are ut ilised t o th e
extent th at t he Tru st ees either have a high level of confidence in the res pective investment managers achieving t hei r
performance objectives, or believe ri sk can be better con trolled, net of inves tm ent management fees, by utilisi ng active
management.
Distribution of Assets
The distributi on of th e Investing plan ass ets and th e tota l numbers of members investin g in each fun d at 31 M arch 2019 are
det ail ed in th e table below:
Fund value at
31/03/19 (fOOO)

% of total assets
at Fidelity

Number of
members

126,888

84.3

6,852

Cautious Growth Fund

9,481

6.3

1,065

Global Eq uity Fu nd

5,71 2

3.8

290

Cash Fund

5, 145

3.4

292

Emergi ng Ma rkets Fund

2,070

1.4

144

Bond Fu nd

808

0.5

69

Rea l Retu rn Fund

380

0.3

55

Fund name

Moderate Growth Fu nd

Th e total number of members reported above will not equal th e number of members with DC accounts in th e membership
stati sti cs on page 63, as people may invest in more th an one fun d. Th e M oderate Gro wth Fund continu es to be th e largest fund
with 84.3% of all Investing plan member-designated assets bei ng invested here. Thi s f und is a key element in the defa ult
strategy.
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Th e investment return s of the var ious managed fund s for the year and the three years ended 31 March 2019 are as follows
(these figures are net of all investment and member adm inistration costs) :
3 Years1
Annual retu rn
Actua l
return

Benchmark
retu rn

%

%

Cash Fund

0.5

0.5

Bond Fund

4.8

4.7

Cautious Growth Fund

5.5

Moderate Growth Fund

Difference
to
benchmark

Difference
to
benchmark

Actual
return

Benchmark
retu rn

%

%

0.3

0.3

0.1

5.5

5.9

-0.4

6.0

-0.5

7.5

7.7

-0.2

5.4

6.1

-0.7

9.8

10.1

-0.3

Real Return Fund

14.0

14.1

-0.1

9.5

9.4

0.1

Global Equity Fund

5.0

5.3

-0.3

10.5

11.0

-0.5

Emerging Markets Fund

-3. 1

-1.8

-1.3

13.9

14.1

-0.2

%

%

Notes:
1. Yo u can find furth er details of the Invest ing plan funds in the fund fact sheets, available to download from Fidelity's
PlanViewer system, or from th e Fund website (www.uukpf.co .uk).
Th e Fund return is net of investment management fees and member ad ministration costs whilst the benchmark return does not
allow for these costs, which is one of the key reasons for differences between the Fund and the benchmark return s, wh ere the
underlying inves tm en t fund s are managed on an index tracking ba sis. There will be period s where some Funds do not track their
index benchmarks exactly and hence there can be small t rack ing error differences w hich can either be positive or negative.
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Introduction

The Directors of Unilever UK Pension Fund Trustees Limited ("th e Trustees") believe that climate change presents a risk to the
long-term value and security of the assets of the Unilever UK Pension Fund ("The Fund"). They therefore support t he Taskforce
on Cl imate-related Financial Disclosure's (TCFD) recommendation s on the basis that better disclosure by companies will help the
Trustees to better understand the exposure of the Fund's investmen ts to climate-related risks and opportunities.
The Trustees implement their investment strategy using external investment managers and an external stewardship provider.
They beli eve therefore that one of the most important things th ey can do to support the TCFD is to ensure that these third
parties promote the TCFD's recommendations in their dea lings with the companies in which the Fund invests.
Background
The TCFD was established by the Financia l Stability Board in December 2015 to review how the financial sector can take account
of climate related risks. In June 2017, the TCFD publi shed its recommended framework for financial disclosures by companies
and investors to promote understanding of the climate -related risks they are exposed to.

The framework recomm ends disclosures in the fo llowing four areas:
•
•
•
•

Governance - The organisation's governance around climate-related risks and opportunities.
Strategy - The actual and potential impacts of climate-related risks and opportunities on th e organisation's businesses,
strategy, and financial planning
Risk management - The processes used by the organisation to identify, assess and manage climate-related risks
Metrics and targets - The metrics and targets used to assess and manage relevant climate-related risks and
opportunities.

Governance

The Trustees are ultimately responsible for the oversight of all risks. They have delegated responsibili ty for managing all
investment risks and opportunities, in cluding those related to climate, to the Investment & Funding Committee ("IFC"). The IFC
is responsible for regular review of the Trustees' Sustainability Policy and Statement of Investment Principles, both of which
refer to climate change.
The Trustees have also delegated responsibility for risk management responsibilities to the Audit and Risk Committee. This
Committee monitors the diligence of other committees, management and other key contributors in meeting their risk
management responsibilities. The Committee also owns the Trustees' Risk Register which covers th e ri sk of climate change and
Environmental, Social and Governance ("ESG") risk factors.
Both Committees provide detailed quarterly reporting on their delegations to the Trustees at every Trustee Board meeting.
The Truste es are also supported by the in-house executive teams. These include The Univest Company (Unil ever's internal
investment tea m), and Unilever UK Pensions Department. The Ch ief Investment Officer and Head of Trustee Services work
collaboratively to provide oversight across the whole of the pen sion fund to ensure that the right strategic focu s is being given
to the various risks and opportunities, including those relating to climate change.
Strategy
The Trustees believe that climate change will have significant and wide-ranging implications for the global economy and
therefore presents a Significant risk to the long-term value and security of the pension fund's assets. Th e Trustees also believe
that failure to consider ESG fa ctors, including climate change, cou ld lead to underperformance or financial loss in the short as
well as the longer term.
These risks to the Trustees' investments stem from the physical impacts of climate change, but also from the transition to a lowcarbon economy where regulations and policies may change. Increased competition from alternative sources of energy may also
affect the entire bu siness- structure of companies in which the pension fund invests.
The Trustees believe that while these factors are sources of risks to be mitigated where possible, they may also create
opportunities. The Trustees have therefore allocated a portion of the DB Fund's assets (a 2.5% commitment) to specifically
targeting opportunities created by ESG risk factors including climate change. Examples of these opportunities include companies
involved in the generation of renewable energy, and th e manufacture of zero-emission electric commuter buses.
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Th e DB section of the Fund also has a specific "Global ESG" allocation (5.2%) w hich contains mandates which are specifically
"tilted" toward s ESG factors, including climate change, with the aim of ensuring that th ese risks are managed and opportunities
captured. For th e DC section of the Fund, the Trustees are working w ith an external provider to launch an ESG tilted Equity
fund . This w ill be included in the main investmen t defau lt option of the fund, rather than as a separate standalone ESG option.

Risk management
As mentioned above, the Tru stees believe that climate change and wider ESG factors present risks as well as opportunities. They
have appointed external inves tment managers to implement their inves tm en t strategy and th erefore have put in place various
measu res to ensure th at these risks are taken fully into account by these managers.
For all equity and fixed income managers, around 50% of Fund assets, th e Trustees have developed a "Manager Evalu ation
Framework" ("MEF"). This tool is an integral part of th e Trustees' monitoring process and waS developed to allow the Tru stees
to understand how sustainability consideration s and ESG factors are incorporated into each strategy, to ensure that this is being
done effectively and to monitor managers' abilities and promote progress in this area on an ongoing basis. Should a manager fall
short of expectations in this area, w ith no catalyst for change, this cou ld lead to the termination of the relation ship.
At the total Fund level, the Tru stees have started to gather portfolio carbon footprint data annually with the aim of being able to
track progress over time against this important measure. The Tru stees have not set targets for reduction at present but
recognises that thi s is a developing area . In addition, scenario analysis is being trialled for some of the Fund's investments
(equities and corporate bond holdings) following part of the recommendations of the TCFD.
Th e Tru stees have agreed a Divestment Policy which applies to companies that extract the majority of revenues from coal
mining or coa l power generation. These companies are regarded as unlikely to be successfu l when it comes to transitioning to a
low carbon economy.
The Trustees have also appointed an external stewardship provid er to carry out the m<1jority of th e DB investment's stewa rdship

activities including voting and company-specific engagements w here the Fund is a shareholder. One of the provider's core
objectives is improved management and disclosure of ri sks arising from climate change by companies in support of th e goals of
the Paris Agreement (an agreement signed in 2016 within the United Nations Framework Convention on Climate Change
(UNFCCC), dealing with greenhouse-gas-em ission s mitigation) .
Metrics and targets

Various metrics are used to assess climate related ri sks on behalf of the Tru stees, including (but not limited to) the following:
•

•
•
•

Quantitative metrics delivered by third party partners including carbon footprints, carbon intensity and green revenue
exposures. The Tru stees have examined the carbon exposures of their equity and corporate bond mandates using
Trucost S&P data.
Qualitative information relating to manager integration practices as eva luated by the Manager Evaluation Framework.
Active ownership data including voting and engagement activity on climate related issues.
Where applicable, investments have their own specific set of metrics. The "Susta inable Assets" allocation, for example,
is mapped to th e UN Sustainable Development Goals in addition to having explicit metrics releva nt t o th e individual
underlying investment s.

The Trustees measure the Fund's carbon emissions and intensity using Trucost S&P data but do not at present draw a direct
correlation between these metrics and risk and they have not set targets for reduction at presen t. This is due to industry
concerns over the quality and availability of necessary data. The Tru stees wil l continue to monitor portfolio data, however, and
to track exposure over time and will support initiatives, such as TCFD, which aim to improve th e quality of available data. In the
meantime, the Fund is taking a strategic approach to reducing ri sk and exploiting opportunities.
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INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEES OF THE UNILEVER UK PENSION FUND

Opinion

We have audited the financial statements of the Unilever UK Pension Fund (the 'Fund') for the year ended 31 March 2019 which
comprise the fund account, the statement of net assets (available for benefits) and notes to the financial statements, including a
summary of 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 Fund during the year ended 31 March 2019 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 Regulations 3 and 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 fu rther described in the Auditor's responsibilities for the audit of the financial
statements section of our report. We are independent of the Fund in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you
where:
•
•

the Tru stees' use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or
the Trustees have not disclosed in the financial statements any identified material uncertainties that may cast
significant doubt about the Fund's ability to continue to adopt the going concern basis of accounting for a period of at
least twelve months from the date when the financial statements are authorised for issue.

Other information

The Trustees are responsible for the other information. The other information comprises the information included in the annual
report, other than the financial statements and our auditor's report thereo':l. 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.
In connection with our audit of th~ financial statements, 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 there is a material misstatement in the financial statements or a material
misstatement of the other information. 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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Responsibilities of Trustees for the financial statements
As explained more fully in the Trustees' responsibilities statement set out on page 27, the Fund's Trustees are responsible for
the preparation of financial statements which show a true and fair view, and for such internal control as the Trustees determine
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud
or error.
In preparing the financial statements, the Trustees are responsible for assessing the pension scheme's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the Trustees either intend to wind up the Fund, or have no realistic alternative but to do so.
Auditor's responsibilities for the audit of the financial statements
Our objectives are to obtain reasona�le assurance about whether the financial stateme_nts as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these
financial statements.
A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.
Use of our report
This report is made solely to the Trustees, as a body, in accordance with the Pensions Act 1995 and Regulations made
thereunder. Our audit work has been undertaken so that we might state to the Trustees those matters we are required to state
to them in .in 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 Trustees as a body, for our audit work, for this report, or for the opinions we have
formed.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London
,� October 2019
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Year ended 31 Mar 2019

Year ended
31 Mar 2018

Defined
Benefit
section
Emil lion

Defined
Contribution
section
E million

Total

Total

£ million

E million

Employer contrib utions

71.8

15.5

87.3

689.2

Employee contributions

0.2

2.2

2.4

4.0

72.0

17.7

89.7

693.2

1.0

1.0

0.5

72.0

18.7

90.7

693.7

Note

Contributions and benefits

Total Contributions

3

Transfers in

4

Benefits paid or payable

5

(329.1)

(0.3)

(329.4)

(321.5)

Payments to and on account of leavers

6

(52.0)

(2.7)

(54.7)

(44.7)

Administra tion expenses

7

(10.8)

(10.8)

(13.1)

Net additions/(withdrawals) from dealings

(391.9)

(3.0)

(394.9)

(379.3)

(319.9)

15.7

(304.2)

314.4

243.1

286 .6

358.8

280.6

with members

Returns on investments

Investm ent income

8

243.1

Change in market va lu e of investments

10

350.8

Investment management expenses

9

(8.2)

(8.2)

(7.5)

Taxation

8

(0.6)

(0.6)

(0.8)

8.0

Net return on investments

585.1

8.0

593.1

558.9

Net increase in the Fund during the year

265.2

23.7

288.9

873.3

10.1

(10.1)

Net assets of the Fund at beginning of the
year

9,499.9

149.6

9,649.5

8,776.2

Net assets of the Fund at end of the year

9,775.2

163.2

9,938.4

9,649.5

Transfers between sections

2

The notes on pages 40 to 57 form part of these financial statements

38

UNILEVER UK PENSION FUND
STATEMENT OF NET ASSETS (AVAILABLE FOR BENEFITS) AS AT 31 MARCH 2019
31 Mar 2018

31 Mar 2019
Total

Total

£ million

£million
(Restated)

558.1

558.1

538.9

Fixed interest securities

1,003.4

1,003.4

854.2

Index linked securities

3,017.2

3,017.2

2,271.4

564.5

564.5

523.4

6,548.6

6,432.8

135.7

140.6

11.6

19.0

Note

Defined Benefit
section
£ million

Investments assets

Defined
Contribution
section
£million

10

Equities

Property
Pooled investment vehicles

11

6,398.1

Derivatives

12

135.7

150.5
11.6

AVC investments
Cash

13

8.4

8.4

40.2

Other investment assets

13

7.7

7.7

71.6

11,855.2

10,892.1

(115.5)

{185.5)

11,693.1

162.1

Investment liabilities
Derivatives

12

Cash

13

Other investment liabilities

13

(115.5)

(0.1)
(1,797.2)

Total net investments

(1,054.2)

9,780.4

162.1

9,942.5

9,652.3

1.1

9.4

13.8

(13.5)

(16.6)

9,938.4

9,649.5

Current assets

18

8.3

Current liabilities

19

(13.5)
9,775.2

Net assets of the Fund at end of year

(1,797.2)

163.2

These financial statements summarise the transactions and net assets of the Fund. They do not take account of liabilities to pay
pensions and other benefits in the future. The actuarial position of the Fund, which does take account of such liabilities, is dealt
with in the Report on Actuarial Liabilities within the Trustees' Report and these financial statements should be read in
conjunction with it.
For Unilever UK Pension Fund Trustees Limited

Tony Ashford

Andy Rowell

Chairman

Secretary

9 October 2019
The �otes on pages 40 to 57 form part of these financial statements
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1)

Basis of Preparation

These financial statements have been prepared in accordance with the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditor) Regulation s 1996, Financial Reporting Standard 102 (the Financial Reporting
Standard applicable in the UK issued by the Financial ReportingCouncil) and the guidance set out in the Statement of
Recommended Practice for Financial Reports of Pension Schemes (revised September 2014).

2)

Accounting policies

The following are the key accounting policies that have been applied in the preparation of the financial statements. The policies are
broadly the same as the previou s year.
a)

Investments

Investments are included in the Statement of Net Assets (available for benefits) at their fair value as set out below.
Quoted equities, index-linked and fixed interest securities are valued on the ba sis of the bid price or last traded price on the
relevant stock exchange, depending on the convention of the stock exchange where they are quoted, at the end of the Fund year.
Accrued interest is included in investment income receivable within "other investment assets", not in the market value of fixed
interest and index-linked securities.

Private equity investments are valued by the investment manager, Pantheon Ventures. The valuation is based on the latest investor
reports and financial statements provided by the fund managers of the underlying funds, adjusted for transactions arising after the
date of such reports. Pantheon considers the reasonableness of these valuations in the light of other available knowledge and
corroborative evidence. Quoted investments within the private equity portfolio are valued at bid price on the relevant stock
exchange. A discount may be applied where trading restrictions apply to such securities. Other unquoted securities including
investments in hedge funds are included at the Trustees' estimate of fair value, which is the latest valuations provided by the fund
managers.

Pooled investment vehicles are valued at the closing bid price, if both bid and offer prices are published, or, if single priced, at the
single closing price.

Properties are valued quarterly by Colliers International Group Inc (an independent firm of chartered surveyors) on an open market
basis as defined by the Royal Institute of Chartered Surveyors. The valuation reported is as at 31 March each year. Colliers have recent
experience in the locations and types of properties held by the Fund. There is no provision for property depreciation or amortisation as
this is already factored into the valuation.
Derivative contract assets are fair valued at bid prices and liabilities are fair valued at offer prices. Derivative contracts' changes in
fair value are included in the change in market value. The fair value, being the unrealised profit or loss on the contracts, is shown as
a separate line within the in vest ment assets and liabilities note.
Futures contracts' fair value is determined using exchange prices at the reporting date. The fair value is the unrealised profit or loss
at the current bid or offer market quoted price of the contract. Outstanding amounts relating to the initial margin (representing
collateral on the contracts) and any variation margin which is due to or from the broker are included in "Amounts due to or from
brokers" within 'cash and other investment assets/liabilities', The amounts included in the change in market value are the realised
gains and losses on closed futures contracts and the unrealised gains and losses on open futures contracts.
Forward foreign exchange contracts are valued at fair value on the basis of an equal and opposite contract being purchased at the
year-end date.
The fair value of the swap contracts are calculated using discounted cash flow pricing models based on the current value of future
expected net cash flows arising over the remaining contract period, taking into account the time value of money. Interest builds up
in line with the terms of the contract. The amounts included in the change in market value are the realised gains and losses on
closed contracts a'nd the unrealised gains and losses on open contracts. Net receipts and payments on swap contracts are reported
net within investment income.
AVC and DC investment assets are valued at the single price valuation as advised by the relevant investment manager. With-profit
AVC funds include the estimated terminal bonus where this is provided.
Transaction costs are included in the cost of investments purchased or deducted from the proceeds of investments sold. Where a
part of these costs is subsequently recovered, the proceeds are included in the change in market value of investments.

Realised and unrealised gains/losses arising from changes in market values are taken directly to the Fund Account.
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Accounting policies (continued)
Securities that were on loan at the end of th e year are included in th e statement of net assets to reflect the Fund's ongoing
economic interest in such securities.
Securities sold subject to repurchase agreements are included in th e fin ancial statements w ithin their respective investment classes
at the year end fair va lu e of the securities to be repurchased . Th e cash received is recognised as an asset and th e liabi lity to the
counterparty is included in other investment balances.
b)

Foreign currency translation

Th e Fund's functional and presentational cu rrency is pounds Sterling.
The value of overseas securi ti es are translated into sterling at th e rates of exchange ru ling at th e end of the yea r. The resulting
exchange differences arising in the year are included in changes in market values of investm ents and taken direct to the Fund
Account.
Where contracts for forward sales of foreign currency have been entered into as a hedge against exposure on foreign currency
investments, any unrea lised profit or 1055 at the year end, measured by the difference between spot rate and contract rate, is
included in the change in market values of investments, together with realised gains and losses on forward contracts maturing
during the year.
c)

Investment income

Dividends from equities are accounted for on an ex-dividend accruals basis. Interest on deposits, fixed interest and index-linked
investments, net property rents and other investment income are accounted for on an accruals basis. No adjustment is made for
any property lease incentives as these are considered immaterial.
Where income is not distributed by pooled investment vehicles, the income arising on underlying assets is accounted for within the
change in market va lu e of investments. Income distributed by pooled investment veh icles is accounted for on an accruals basis.
Invest ment income includes withho lding taxes. Withholding tax is accrued on the same basis as investment incom e. Where

withholding tax is not recoverable, this is shown as a separate expense within investment returns in the Fund Account.
d)

Con tribution s

Normal contributions, both from the members and from the employer, are accounted for as they fall due under the Schedu le of
Contributions. Additional voluntary contribution s from members are accounted for in the month they are deducted from the
payroll.
DefiCit, additional and augmentation contributions from t he employer are accounted for in line with the Schedu le of Contributions
or other agreement under which they are paid.
e)

Benefits payable

. Benefit payments are accounted for on an accruals basis when they fall due. Where members can choose whether to take their
benefits as a full pension or as a lump sum with reduced pension, retirement benefits are accounted for on an accruals basis on the
later of the date of retirement and t he date the option is exercised .
Other benefits are accounted for on an accruals basis on the date of retirement, death or leaving the Fund as appropriate.
f)

Transfer valu es to and from other schemes

Transfer values represent capital sums received or paid. Transfer values are accounted for when the liability is accepted by the
receiving scheme or discharged.
g)

Transfers between sections

Transfers between sections reflect th e rea lisation of DC investments th at are transferred to the DB section and form part of a
member's retirement or death benefits. Such transactions are accounted for on an accruals basis. The amount w ill also include any
transfers of unallocated assets between the DC and DB sections.
h)

Administration and investment management fees

Administration and Investment management fees are accounted for on an accruals basis. Any direct expenses of the DC section are
currently borne by th e DB section and are allowed for in the contribution rate agreed with the employer.
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Accounting policies (continued)
i)

Taxation on benefits

Taxation arising on benefits paid or payable in respect of members whose benefits exceeded the lifetim e or annual allowance and
who elected to take lower benefits from th e Fund in exchange for the Fund settling th eir tax liability is accounted for wh en due and
is shown separately within benefits.

3.

Year ended 31 Mar 2019

Contributions receivable

£ million

Defined
Contribution
£ million

£ million

69.4

15.5

84.9

Defined Benefit

Total

Employers:
Normal
Deficit contributions
Additional contributions - PPF Levy

2.0

2.0

Augmentations

0.4

0.4

71.8

15.5

87.3

Members :
0.2

Normal
Additional voluntary contributions

72.0

0.2
2.2

2.2

17.7

89.7

Year ended 31 Mar 2018

£ million

Defined
Contribution
£ million

£ million

71.5

15.2

86.7

Defined Benefit

Total

Employers:
Normal
Deficit contributions
Additional contributions - PPF Levy

600.0

600.0

2.5

2.5

674.0

15.2

689.2

Members :
0.2

Normal
Additional voluntary contributions

674.2

0.2
3.8

3.8

19.0

693.2

Employer deficit contributions of £600 million were due by and received in June 2017. No further deficit contributions are due
under the current Schedule of Contributions and therefore none were received in the year. Further information is included in
the Summary of Contributions on page 59.
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4.

Transfers in

Year ended 31 Mar 2019
Defined Benefit

£ million
Individual transfers in from other schemes

Defined
Contribution

Total

£ million

fmillion

1.0

1.0

1.0

1.0

Year ended 31 Mar 2018
Defined Benefit
£ million

Individual transfers in from other schemes

5.

Benefits paid or payable

Defined
Contribution
£ million

£ million

0.5

0.5

0.5

0.5

Total

Year ended 31 Mar 2019
Defined Benefit
£ million

Defined
Contribution
£ million

(296.1)

Pensions

f million
(296.1)

(0.3)

Purchase of annuities

Total

(0.3)

(30.1)

(30.1)

Lump sum death benefits

(2.3)

(2.3)

Taxation where lifetime or annua l al lowance exceeded

(0.6)

(0.6)

Lump sum retirement benefits

(329.1)

(0.3)

(329.4)

Year ended 31 Mar 2018

Defined Benefit

£ million

Defined
Contribution

£ million

(288.4)

Pensions

£ million
(288.4)

(0.2)

Purchase of annuities

Total

(0.2)

(30.6)

(30.6)

Lump sum death benefits

(2.1)

(2.1)

Taxation where lifetime or annual allowance exceeded

(0.2)

(0.2)

Lump sum retirement benefits

(321.3)

(0.2)

(321.5)

Taxation arising on benefits paid or payable is in respect of members whose benefits exceeded the lifetime or annua l allowance
and who elected to take lower benefits from the Fund in exchange for the Fund settling their tax liability.
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6.

Payments to and on account of leavers

Year ended 31 Mar 2019

£ million

Defined
Contribution
£ million

£ million

(52.0)

(2.7)

(54.7)

(52.0)

(2.7)

(54.7)

Defined Benefit

Indivi dual tra nsfers to other schemes

Total

Year ended 31 Mar 2018

£ million

Defined
Contribution
£ million

£ million

(4 1.8)

(2.9)

(44 .7)

(41.8)

(2.9)

(44.7)

Defined Benefit

Individua l transfers to other schem es

7.

Administration Expenses

Total

Year ended
31 Mar 2019

Yea r ended
31 Mar 2018

£ million

£ million

Administration expenses

(4.6)

(6.2)

Legal and other professional fees

(0.5)

(0.3)

Act uarial fees

(1.7)

(1.9)

Audit fees

(0.1)

(0.1)

Tru stee Fees

(0.2)

(0.2)

PPF Levy

(2.0)

(2.5)

Other expenses

(1.7)

(1.9)

(10.8)

(13.1)

The Fund bears all administ ration cost s wi th the exception of DC charges borne by the member' s accou nt. Further details on
these cos ts are provided in the DC Annual statement on pages 13 -18. Th e decrease in Administration costs is due mainly to th e
prior year including the add itional cost incurred in migrati ng administration.
8.

Investment income

Year ended
31 Mar 2019
£ million

Year ended
31 Mar 2018
£ mil lion
(Restated)

In come from bond s

36.3

25.1

Divid ends from equity shares

9.6

11.9

Income from private equity investm ents

0.7

1.4

132.1

131.3

0.2

0.3

Property rents less expenses

22.9

23.8

Incom e from swaps

53.3

87.7

Income from repos

(12.3)

(5.3)

0.3

10.4

243.1

286.6

Income from pooled investments
Interest on short term deposits

Other inco me
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In 2018 Interest on short term deposits (previously £7.7m) included net income on repurchase agreements ("repos") that is now
disclosed separately, a compensation payment of flO. 1m now reported in Other income and Income from pooled cash funds of
£2.6m that is now shown w ithin Income from pooled investments.
The Fund is a registered Pen sion Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is therefore exempt from
income tax and capital gains tax. The tax charge in the Fund Account represents irrecoverable withholding taxes arising on
investment income.
9.

Year ended
31 Mar 2019

Year ended
31 Mar 2018

£ million

£ million

Investment Management & Custody

(6.1)

(5.9)

Investment Consultancy

(2.1)

(1.6)

(8.2)

(7.5)

Investment Expenses

The above costs reflect the fees incurred on direct investments. The fees incurred in respect of pooled investment vehicles are
reflected in the prices of such funds. For the year, the estimated impact if such fees were incurred directly would have been an
increase in expenses and an increase in change in market value of £50 million (2018: £50 million).

10.

Reconciliation of investments
Market
value at
1 Apr 18
(Restated)

Purchases
at cost and
Derivative
Payments

Proceeds of
sales and
Derivative
Receipts

Change in
market
value

31 Mar 19

£ million

£ million

£ million

£ million

fmillion

3,125.6

801.0

(90.4)

184.4

4,020.6

538.9

81.7

(146 .5)

84.0

558.1

6,303.7

1,284.3

(1,470.6)

280.7

6,398.1

Derivatives

(44.9)

457.5

(185.8)

(206.6)

20.2

Property

523.4

44.4

(13.1)

9.8

564.5

10,446.7

2,668 .9

(1,906.4)

352.3

11,561.5

(1.5)

8.4

Defined Benefit section

Bonds
Quoted equities
Pooled investment
vehicles

Market

value at

Cash

40.1

Other investment assets

71.6

7.7

(1,054.2)

(1,797.2)

Other investment
liabilities

9,504.2
Defined Contribution
section

Pooled investment
vehicles

Ave investments

350.8

9,780.4

Market
value at
1 Apr 18

Purchases
at cost

Proceeds of
sales

Change in
market
value

Market
value at
31 Mar 19

£ million

£ million

£ million

£ million

f million

129.1

33.4

(18.8)

6.8

150.5

19.0

0.1

(8.7)

1.2

11.6

148.1

33.5

(27.5)

8.0

162.1

In the prior year, pooled cash funds were included in investment cash balances. These are now reported as pooled investment
vehicles, and an adjustment of £240.2m has been made to opening balances (increasing the pooled investment vehicles and
reducing cash). This also impacts on notes 11 and 15.
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Property is va lued in accordance w ith the accounting policy. An independent va luation took place as at 31 March 2019. Al l
property leases are subject to re nt review w ithin five years.

Transaction costs are included in costs of purchases and deducted from sa le proceed s. Direct transacti on costs include fees}
com missions, and stamp duty. Transaction costs analysed by main asset class and type of cost are as follows:
Fees

Com mission

£ million

£ million

Stamp
duty
£ million

Total
31 Mar 2019
£ million

Total
31 Mar 2018
£ million

Equities
Pooled
Investment

0.2
1.4

Property
1.4
2018

1.2

0.2

1.4

1.2

2.0

2.0

0.8

2.0

3.4

2.2

0.8

2.2

In addition to these costs, indirect transaction costs are incurred through the bid-offer spread on investments within the pooled
investment vehicles. These indirect costs are not separately provided to the Fund and therefore are not separa tely disclosed.
Concentration of investment

As at 31 March 2019 th ere were five pooled investment holdings that each represented more than 5% of the Fund's total DB Net

assets:
£ million

%

1,763.9

18.0

Univest Diversified Income Fund

651.4

6.7

Univest IV Hedge Fund

590.7

6.0

Univest FCP Global Credit Bonds

584.8

6.0

Univest Defensive Equity Fund

524.2

5.4

Univest Global Alpha Equity Fund

As at 31 March 2018 there were four pooled investment holdings that each represented more than 5% of the Fund's total DB
Net assets:
£ million
%
2,000.5

21.1

Univest FCP Global Credit Bonds

636.4

6.7

Univest IV Hedge Fund

577.4

6.1

Univest Defensive Equity Fund

562.8

5.9

Univest Global Alpha Equity Fund

Defined Contribution section
For the DC section, investments purchased by the Fund are allocated to provide benefits to the individuals on w hose behalf the
contributions were paid . AVCs paid by members to Fidelity are included with the members' Investing plan accounts and are not
separately identifiable.
DC assets are allocated between members and the Trustees as follows:

Members

Trustees
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Year ended
31 Mar 2019

Year ended
31 Mar 2018

£ million

£ million

162.0

148.0

0.1

0.1

162.1

148.1

UNllEVER UK PENSION FUND
NOTES TO THE FINANCIAL STATEMENTS (continued)

Under t he rules of the Fund, assets unalloca ted to members ca n be t ransferred freely to th e DB secti on. During t he year £nil
(2018: £3,000) was transferred from the Tru stee surplus account to the DB section.
Ave investments
Th e Fund contin ues t o provide the facility for some members w ho were paying Aves on 30 June 2012 to continue paying AVes
to th e particu lar provider of those Ave funds as at that date. These AVCs are separately invested fo r the benefit of individual
members. Members are advise d individually about th e va lue of th eir De investments by the Ave provider. Other members are
able to purchase add itional money purchase benefits through the Investing plan.
11.

Pooled Investment vehicles

The Fund's investm ent in pooled investm ent vehicles at t he year-end com pri sed:
Year ended
31 Mar 2019
£ million

Year ended
31 Mar 2018
£ million
(Restated)

Equity

2,636.8

2,929.8

Bonds

Defined Benefit section

2,029.7

1,745.8

Private debt

316.8

298.5

Hedge Funds

590.7

577.4

Pri vat e Equity

293.3

308.3

Property

208.1

203 .7

Cash Deposits - Short Term

322.7

240.2

6,398.1

6,303.7

Year ended
31 Mar 2019

Year ended
31 Mar 2018

£ million

£ million

Equity

7.8

3.6

Bonds

0.8

0.5

Cash

5.1

5. 2

136.8

119.8

150.5

129.1

Defined Contribution section

Balanced Funds

12.

Derivative contracts

Th e Tru stees have authorised th e use of derivatives contracts by their investment managers to achieve:
•
•
•
•

the t imely im plementation of significant moves in th e Fund's asset allocation, mainly through futures contracts;
th e management of currency exposure th ro ugh foreign exchange forwa rd contracts;
efficient portfo lio management through futures con t racts; and
asset/liability management through its LDI mandate with BlackRock Advisors w here interest, inflati on and cred it ri sk are
managed primaril y through swaps con tracts.
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12.

Derivative contracts (continued)

At th e year end the Fund had the following derivatives:

Swaps

Forward foreign currency contracts

Net derivatives (liability)/asset

31 Mar
2019

31 Mar
2019

3 1 Mar
2018

31 Mar
2018

Assets

Liabilities

Assets

liabilities

£ million

£ million

£ million

£ million

102.9

(114.4)

104.5

(170.3)

32.8

(1.1)

36.1

(15.2)

135.7

(115.5)

140.6

(185.5)

20.2

(44.9)

Most derivatives held at 31 March are "over-the-counter" (not traded on a formal exchange, but agreed between the coun terparties), th e exception being futures which are exchange traded.
Further details on the deri vat ives held at the year end, aggregated by key characteristics, are set out below.

31 Mar 2019

31 Mar 2019

Assets

Liabilities

£ million

£ million

£ million

Interest rate swaps

1,921.2

51.8

(103.2)

Inflation rate swaps

891.6

10.5

(9.7)

Swaps

Notional
principal

(004)

1.1

Equi ty swaps

690.5

40.6

(1.1)

3,50404

102.9

(114.4)

Notional
Principal

31 Mar 2019
Market value
(Asset)

31 Mar 2019
Market value
(Liability)

£ million

£ million

£ million

2,782.7

82.2

(66.8)

11- 20 years

385.1

8.3

(12.3)

21 - 30 years

217.6

5.1

(23.2)

31- 40 years

115.0

7.3

(6.2)

41- 50 years

4.0

Total return swaps

Expiration

0-10 years

3,504.4

(5.9)
102.9

(11404)

At the year end, the Fund held co llateral in the form of government bonds totalling £39.3 million and cash totalling £24.7 million
and pledged co llatera l in the form of government bonds totalling £25.2 million (2018: held collateral in th e form of government
bonds totalling £24 .7 million and cash totalling £18.5 million and pledged collateral in the form of government bonds totalling
£83 million).
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12.

Derivative contracts (continued)

Forward foreign currency contract s

Settlement Date

Currency
Bought

Currency
Bought

Currency
Sold

Cu rrency

million

Sold
million

31 Mar 2019

31 M ar 2019

Assets
f million

Liabilities
f million

1 to 3 months

GBP

972 .0

EUR

1,176.4

14.2

1 to 3 months

GBP

2,143.9

USD

2,776.6

18.6

(1.1)

32.8

(1.1)

13. Cash and other investment assets/liabilities

Cash and other investment assets

31 Mar 2019

31 Mar 2018
(Restated)

f million

£ million

8,4

40.2

Cash deposits
Amou nts due from brokers

59.6

Accru ed income

Cash and other investment liabilities

7.7

12.0

16.1

111.8

31 Mar 2019

31 Mar 2018

f million

£ million

Cash deposits

(0.1)

Amo unts due to brokers

(39.5)

Gilt repo liability'

(1,791.7)

(1,006.7)

(5.5)

(8.0)

(1,797 .2)

(1,054.3 )

Deferred income

Net cash deposits consist of cash on overn ight deposit.
• Th e Fund invests in repurc hase arra ngements as part of th e LDI portfolio. Gilt repo li abilit ies refl ect th e cost to repurc hase
assets sold under a sa le and repurchase agreement. The underlying asse ts, recognised w ithin bonds in not e 10, and collateral
pledged and held were:

31 Mar 2019

31 Mar 2019

Collateral assets
pledged at
31 Mar 2019

fmillion

fmillion

f million

1,790.9

1,798.4

Amoun ts due at
31 Mar 2018

Underlying asset
va lue at
31 Mar 2018

Collateral assets
pledged at
31 Mar 2018

Collateral assets
held at
31 Mar 2018

£ million

£ million

£ million

£ million

1,006.7

1,009.5

2.2

13.4

Amounts due at

Underlying asset
value at

Asset type
Bonds

Asset type
Bonds
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Collateral assets
held at
31 Mar 2019
f million
105.8
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14. Stocklending
Th e Fund partfcipa tes in a st ock lending programme managed by t he Custodian, Th e Northern Tru st Company. Th e value of
securit ies on loa n at 31 M arch 2019 was £97.3 million, consisting of equities of £78.6 milli on and fi xed income of £1 8. 7 million
(31 M arch 2018: £1 24.4 milli on, con sisting of equities of £89. 1 mil lion and fi xed income of £3 5.3 million) in exchange for w hich
th e Custodian held collateral worth £99.2 million, consi sti ng of cas h of £49.2 million, equit ies of £17.9 million and govern men t
bonds of £32. 1 mi llion (31 M arch 2018: £1 28.3 million consisting of cash of £32.8 million, equ ities of £37.6 million and
government bonds of £57 .9 million).
15.

Fair value determination

Th e fair value of financial instruments has been est imated using t he followi ng fair va lue hierarchy·
Level 1
Based on an unadjusted quoted price in an acti ve market for identical
instrum ents th at th e en tity can access at th e measure ment date.
Level 2
Based on inputs (other th an quoted prices) that are observable for th e
instrument, either directl y or indirectly.
Level 3
Inputs are unobservable (L e. for which market data is unavailable)
Th e Fu nd's investment assets and liabilities have been cat egorised using th e above levels as follows:
As at 31 March 2019
Levell

Level 2

Level 3

Total

E million

Emillion

£ million

£ million

Fi xed interest securiti es

1,002.8

0.6

1,003.4

Index-lin ke d securities

3,015 .8

1.4

3,017.2

Defined Benefit section

Equities

558.1

558.1

Pro perty

564.5

564.5

1,785.7

6,398.1

Pooled investment vehicl es

21.9

4,590.5

Derivative contra cts

31.7

(11.5)

20.2

0.3

8.1

8.4

(3.6)

(1,785.9)

(1,789.5)

608.4

6,819.8

Cash
Other investm ent balances

2,352.2

9,780.4

Defined Contribution

section
AVC investm ents
Pooled investment vehicl es
608.4

11.6

11.6

150.5

150.5

6,981.9
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15.

Fair value determination (continued)

As at 31 March 2018 (Restated)
Level 1

Level 2

Level 3

Total

£ million

£ million

£ million

£ million

852.7

1.5

854 .2

2,270.0

1.4

2,271.4

Defined Benefit section
Fixed interest securities
Index-linked securities

Equities

538.9

538.9

Property
Pooled investment
vehicles

4,791.4

523.4

523.4

1,512.3

6,303.7

Derivative contracts

20.9

(65.8)

(44.9)

Cash

17.1

23.0

40.1

15.1

(997.7)

(982.6)

592.0

6,873.6

Other investment

balances

2,038.6

9,504.2

Defined Contribution

section
AVC investments
Pooled investment
vehicles

592.0

19.0

19.0

129.1

129.1

7,021.7

2,038 .6

9,652.3

Investment risk disclosures

16.

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 of 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 of future cash flows of a financial asset will fluctuate because of
the changes in the market interest rates.
Other price risk: this is the risk that fair value of future cash flows of a financial asset will fluctuate because of
changes in the 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 of its issue, or factors affecting all simi lar
financial i~struments traded in the market.

The Trustees determine their investment strategy after taking appropriate advice from their professional investment adviser.
The Fund has exposure to these risks due to the nature of the investments as part of its diversified investment strategy. The
Trustees manage investment risks, including credit risk and market risk, within agreed limits that are set taking into account the
Fund's strategic investment objectives. The investment objectives and risk limits are implemented through the investment
management agreements in place with the Fund's investment managers. The Trustees monitor this through regular reviews of
the investment portfolio.
Further information on the Trustees' approach to risk management, credit and market risk is set out below. Unless stated
otherwise, policies and objectives remain broadly unchanged since the prior year.
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Defined Benefit Section
(i) Investment strategy
The main investment objective of the Trustees is to ensure that sufficient assets are available to payout members' benefits as
and when they fa ll due. The Trustees invest the assets to achieve a balance between:
i) the desire to achieve sufficient investment returns to be able to meet the benefits; and
ii) the need to match the Fund's liabilities in light of the need to minimise the risk of an unacceptably high contribution rate
(or low funding level) resulting from too aggressive an investment strategy.
Further, the Trustees wish to maintain the investments of th e Fund at sufficiently marketable levels so that the Fund can realise
the investments, if necessa ry, to make the benefit payments.
The strategic allocation of the assets, between the major asset classes, is viewed by the Trustees as th e most important means
of controlling the balance between risk and expected return on the Fund's assets. Assets are invested in a way appropriate to
the nature and duration of the liabilities and to ensure appropriate diversification between asset classes. The Trustees seek
independent professional investment advice in relation to the allocation of the Fund's assets.
The Trustees manage the investment risks within agreed risk lim its which are set taking into account the Fund's strategic
investment objectives. The investment objectives and risk limits are implemented through the investment management
agreements in place with the Fund's investment managers and monitored by the Trustees by regular reviews of the investment
portfolios. The IFC and Trustees regularly review the strategy and receive quarterly reports from the Chief Investment Officer
and their investment consultants. The investment objectives and risk limits are further detailed in the Statement of Investment
Principles.
(ii)

Credit Risk

Th e Fund is subject to credit risk because the Fund directly invests in bonds, private debt, property, over-the-counter ("OTC")
derivatives, has cash balances, undertakes stock lending activities and enters into "sale and repurchase" agreements. The Fund
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 Fund is also indirectly exposed to credit risks arising on some of the financial instruments
held by the pooled investment vehicles.
Credit risk from these investments is mitigated by the majority of bonds being investment grade rated. Standard market
practice considers financial instruments or counterparties to be of investment grade if they are rated at BBB- or higher by
Standard & Poor's or Fitch or rated at Baa3 or higher by Moody's.
Credit risk arising on non-investment grade bonds held directly or indirectly through pooled funds (e.g. in High Yield Debt) is
mitigated through diversification of the underlying securities to minimise the impact of default by anyone issuer.
Credit risk arising on derivatives depends on whether the derivative is exchange traded or OTe. OTC derivative contracts are not
guaranteed by any regulated exchange and therefore the Fund is subject to risk of failure of the counterparty. The credit risk for
OTC swa ps is reduced by collateral arrangements.

Credit risk also arises on forward foreign currency contracts. There are some collateral arrangements for these contracts, but all
counterparties are required to be at least investment grade. Cash is held with in financial institutions which are at least
investment grade credit rated.
The Trustees manage the credit risk arising from stock lending activities by restricting the amount of overall stock that may be
lent, only lending to approved borrowers who are rated investm ent grade, lim iting the amount that can be lent to anyone
borrower and putting in place collateral arrangements. Credit risk on repurchase agreements is mitigated t hrough collateral
arrangements.

Th e Fund's holdings in pooled investment vehicles are unrated. Direct credit risk arising from investing in pooled investment
vehicles is mitigated by:
•
•
•

the underlying assets of the pooled arrangements being ring-fenced from the pooled manager in some structures;
the regulatory environments in which the pooled managers operate; and
diversification of investments amongst a number of pooled arrangements.
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Analysis of direct credit risk

Corporate bonds
Government bonds

Index linked bonds
Index linked Government bonds
Pooled investment vehicles
Other Fixed Income
Cash Asset
Total

Investment grade
(f million)
307.6
699.0
18.9
3,003.9
263.7
(1,812.0)
6.8
2,487.9

Non-investment
grade (f million)
6.0
-

Unrated
(f million)
-

-

-

-

6,398.1
41.3
6,439.4

-

6.0

Total
(f million)
313.6
699.0
18.9
3,003.9
6,661.8
(1,812.0)
48.1
8,933.3

Currency risk
The Fund is subject to currency risk because some of the Fund's investments are held in overseas markets, either as segregated
investments (direct exposure) or via pooled investment vehicles (indirect exposure). For hedged cUrrencies the Trustees have a
benchmark to limit overseas currency exposure by hedging back to sterling - the level of hedging depends on the asset class, but
in general 40% of the risk is hedged for growth assets and 100% for bond assets. Thi s is achieved through a currency hedging
policy utilising forward fo reign currency contracts. The currency policy focusses on hedging of EUR and USD.
(IV) Interest rate and Inflation risk
The Fund is subject to interest rate and inflation risk due to the way pension liabilities are calculated and because some of the
Fund's investments are held in assets that are exposed to changes in either (as segregated investments or through pooled
vehicles). The Trustees have agreed an LDI inves tment strategy which targets a 55% interest and inflation rate hedge. Under this
strategy, if interest rates fall or inflation rates rise, the value of LDI investments will rise to help match a proportion of the
increase in actuarial liabilities. Similarly, if interest rat es rise or if inflation fall s, the LDI investments will fall in value, as will the
actuarial liabilities.
(V) Other price risk
Other price risk arises principally in relation to all the Fund's investment categories. The Fund manages this exposure to overall
price movements by constructing a diverse portfolio of investments across various markets.
Defined Contribution Section - The Investing plan
(I) Strategy
The risks disclosed here rel ate to the Investing plan investments. Members are able to choose their own investments from the
ran ge of funds offered by the Trustees and therefore may not be able to exactly customise investments depending on their
personal circumstances.
Th e Trustees' objective is to ensure that th e Investing plan is effectively governed and administered, wi th suitable investment
and retirement option s, a communication and ed ucation programme that helps members make informed decisions that are
appropriate for their circumstances. A range of options have been design ed to offer members investment choices with different
levels of investment ri sk and prospective return. There are automatic switching strategies under which the investments
representing the member's account are reshaped as the expected retirement date approaches. There is a default option for
members who decide not to take active investment decisions or view th e default as suitable for their circumstances. Th e
options are unit-linked, pooled funds offered by the Tru stees' selected investment provider. This is currently Fidelity
Investments Life Insurance Limited (Fidelity). Fidelity is the record keeper and fund platform provider. The options are offered
as a life policy, specifically for the purposes of Unilever UK Pension Fund. Further information on the funds available is provided
in the Investment Report on page 32.
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(il) Credit, Market Risk and Other risks
The Tru stees recogni se that members of the DC section have differin g investment needs and objectives, and that these may
change during the course of members' working lives. The Trustees also re cognise that members have different attitud es to risk
and believe that members should be encouraged to make their own investment decisions based on their individual
circumstances. However, the Trustees also recognise that members may not view them selves qualified to make choices about
inves tment options and th erefore the Trustees provide a default inves tm ent option.
The default option aims to deliver a good level of real return over members' working lifetimes, whilst mitigating risk through
diversification. During the growth phase, contributions are directed to a fund that is invested in equities and other diversifying
assets, is expected to provide growth with some downside protection and some protection against inflation erosion. It also
encompasses a switch into asset classes, in the years prior to the member's target retirement age, designed to be appropriate
for a member intending to take their entire savings as cash at retirement. This does not mean that members have to take their
benefits as cash at retirement; it merely determines the auto switch lifestyle strategy that will be in place pre-retirement unless
the member selects a different option. Members who intend to take their retirement benefits in other ways, including annuity
purchase or income drawdown, have the option of adopting an alternative auto switch lifestyle strategy prior to retirement or
choosing their own inves tment strategy.
The Defined Contribution Section (DC Section) is subject to credit risk in relation to Fidelity through its holding in unit linked
fund s. Fidelity registers all assets in its name. Where Fidelity invests in Collective Investment schemes such as unit trusts it
owns the units in those funds but where it invests in life insurance funds it does so via a reinsurance contract and so owns the
reinsurance policy issued by the relevant life insurer. The underlying funds are managed by Blackrock, Investec, Putnam, l&G
and JP Morgan. Under these arrangements it is the Trustees and ultimately the members with retirement account balances that
t ake on the manager credit ri sk as well as the underlying market risk of the underlying assets classes that compri se the DC
options.
Some of the DC options are subject to foreign exchange risk and other price risk arising from the underlying financial
instruments held in the funds managed by Fidelity. The members are offered a nU(llber of option s where they are exposed to
currency risk:
Fund
Emerging
Market Equity
Global Equity

Moderate
Growth

Investm ent

Foreign exchange risk

Securities listed in or re lated to Emerging market countries

All Non-Sterling assets

Globally diversified equity markets (i.e. UK, US, Europe,
Japan, Asia and Emerging markets)

70% Non-Sterling assets. However at
least 80% of the currency risk of
these assets is hedged back to
sterling using derivatives
At least 60% Sterling denominated

Bond fund

Multi asset fund invested in a range of asset classes
including equities, government and corporate bond s and
property
Multi asset fund invested in a range of asset classes
including equ ities (lower allocation compared to Moderate
Growth), government and corporate bonds (high er
allocation compared to Moderate Growth) and property
Multi asset fund invested in equities, bonds and property
aiming to provide some degree of protection against
changes in Consumer Price Inflation
UK Corporate Bonds and Gilts

Cash

Cash and short dated bonds

Cautious Growth

Real Return

assets
At least 60% Sterling denominated

assets

At least 50% Sterling denominated

assets
All Sterling assets
All Sterling assets

Government and corporate bonds are subject to interest rate risk (i.e. if interest rates ri se, th en the va lue of the bonds will fall
and vice versa). If a member chooses to purch ase an annuity, changes in interest rates will affect the cost, in which case the
option offered to mitigate this risk is the bond fund which can act as a proxy to UK annuity price movements. The Bond and
Cash funds are expected to be more susceptible to price inflation risk compared to the other funds over the long t erm.
Some members also have legacy AVC arrangements which are reported as part of th e DC section . Following a review of these
arrangements in 2017, the Tru stees concluded that there were potential opportunities for some members to benefit by
transferring to one of the Investing plan funds. The Trustees wrote to members with certain legacy AVC funds in May/June 2018
informing them of the option to move their funds and as a result a considerable number of members did take up thi s
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opportunity. The Trustees will undertake a further review in 2019/20 to explore further opportunities to improve va lue for
members who still have legacy AVC investments. Legacy AVCs have therefore not been separately assessed in the current year.
17.

Employer related investments

On 31 March 2019 the Fund held:
•

172,386 shares in Unilever PLC with a market value of £7.6 million (2018: 199,445 shares with a value of £7.9 million).

In terms of the indirect investment through the Univest pooled vehicle, the Fund had an interest in:
•
•

76,865 shares in Unilever NV with a market value of £3.4 million (2018: 46,583 shares with a value of £1.2 million)
through its investment in the Global Alpha sub-fund; and
8,024 shares in Hindustan Unilever with a market value of £0.2 million (2018: 52,179 shares with a value of £0.4
million) through its investment in the Emerging Market sub-fund .

Together these direct and indirect investments represent less than 1% of the equity portfolio. This is comfortably within the
maximum 5% of the current market value of the total assets of the Fund specified in the Occupational Pension Schemes
(Investment) Regulations 2005 (51 2005/3378). Shares in Unilever are purcha sed at the discretion of the fund managers with no
direction from the Trustees or the Company, apart from a requirement to limit any investment to a maximum of 5% of the
manager's total investments.

18.

f million

Year ended
31 Mar 2019
Defined
Contribution
£ million

fmillion

Sundry debtors

0.3

0.1

0.4

Cash

8.0

1.0

9.0

8.3

1.1

9.4

Current assets

Defined Benefit

Defined Benefit

Sundry debtors
Cash
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Year ended
31 Mar 2018
Defined
Contribution

Total

Total

£ million

£ million

£ million

0.6

0.1

0.7

11.7

1.4

13.1

12.3

1.5

13.8
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19.

Current liabilities

Defined Benefit

£ million

Year ended
31 Mar 2019
Defined
Contribution
£ million

Total

£ million

Deferred income

0.1

0.1

Benefits Payable

1.1

1.1

Accruals

3.7

3.7

PAYE & other taxes

5.2

5.2

Property creditors

3.4

3.4

13.5

13.5

Defin ed Benefit

£ million

Year ended
31 Mar 2018
Defined
Contrib ution
£ million

Total

£ million

Deferred income

0.1

0.1

Benefits Payable

5.7

5.7

Accrual s

3.2

3.2

PAYE & ot her taxes

4.8

4.8

2.8

2.8

16.6

16.6

Cash balances
Property creditors

Deferred income consists of contributi ons received in advance. An agreement is in place with the Company that allows the
Company to direct how these amounts should be used.
20. Commitments
At the end of the year the Fund had capital comm itm ents relating to private equity inves tm ents of £453.7 million (31 March
2018: £99.5 million), and private debt of £96.2 million (31 March 2018: £159.1 million).
21. Contingent Assets
There are no contingent assets at 31 March 2019 or 31 March 2018.
22. Contingent liabilities
As explain ed on page 8 of the Trustees report, on 26 October 2018, the High Court handed down a judgment involving the Lloyd s
Banking Group's Defined Benefit pension schemes ..Th e judgment concluded th e schemes should be amended to equalise pension
benefits for men and women in relation to inequalities arising from guaranteed minim um pension benefits built up from 17 May
1990 to 5 Ap ril 1997 . The issues determined by the ju dgment arise in relation to many oth er Defined Benefit pension schemes.
The Trustees are aware that the issue will affect the Fund and wi ll be considering this at future meetings and decisions wi ll be
made as to the next st eps. Under the ruling schemes are potentially required to backdate benefit adjustments in relation to GMP
equalisation and provide interest on th e backdated amounts; subject to any limitation clauses that may apply and/or
materiality. Based on an initial assessment of the li ke ly backdated amounts and re lated interest the Trustees do not expect these
to be materi al to the financial statements and therefore have not included a liability in respect of t hese matters in these financial
statements. They will be accounted for in the year they are determined. The judgment did not address t ransfers out which w ill
be subject to a second hearing expected sometime in 2019. The Fund has experi enced a number of histori cal transfers out which
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may be subject to adjustment depending on the judgments reached in this second ruling and other relevant legal considerations. It
is not possible to estimate the value of any such adjustments at thi s point in time.
23. Related party transactions
The Independent Chairman was paid £85,000 pa from 1 June 2018. Trustee Honorariums were las t increased from 1 Apri l 2018.
From this date each Tru stee no longer employed by a participating Employer received an honorarium of £12,000, or £15,600 if
they also cha ired a committee. Total fees paid in the year. ended 31 March 2019 were £172,000 (2018: £147,000). Tru stee
expenses reimbursed totalled £10,000 (2018: £7,000). Additiona l fees were paid to non-Tru stee committee members total ling
£70,000 (2018: £74,000).
Certain Trustees receive a normal reti rement pension from the Fund.

Within administration costs, £2.6 million was paid to Unilever UK Central Resou rces Limited in respect of the services provided
by Unilever UK Pensions (2018: £2.8 million), and £1.0 million (2018: £1.1 million), in respect of services provided by the Univest
Company.
There was an amount of fO.1 million (2018 : £0.2 million) due to the Company or other Unilever Pension Funds at the year end as
reimbursement for members living overseas whose UUKPF pensions were initially paid by other Unilever group pension funds.
There are no direct fees paid by the Fund for the Univest Pooled Funds, but costs are incurred by these funds and are reflected
in the unit pricing. As explained in the Investment Report on page 31, the Univest pooled vehicles consist of a range of subfunds, each with separately appointed investment managers appointed by the Univest Investment Comm ittee. Information on
the Funds invested in Univest pools is in note 11.
Information on Employer Related Investments is shown in note 17.

57

Grant Thornton
INDEPENDENT AUDITOR'S STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEES OF THE UNILEVER UK
PENSION FUND
We have examined the summary of contributions to the Unilever UK Pension Fund (the 'Fund') for the Fund year ended 31
March 2019 which is set out in the Trustees' report on page 59.
In our opinion, contributions for the Fund year ended 31 March 2019 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 28 March 2017.
Who we are reporting to

This statement is made solely to the Trustees, as a body, in accordance with the Pensions Act 1995 and Regulations made
thereunder. Our work has been undertaken so that we might state to the Trustees those matters we are required to state to
them in an auditor's statement about contributions and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the Trustees as a body, for our work, for this statement, or for the
opinions we have formed.
Scope of work on statement about contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported in the 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.
Respective responsibilities of Trustees and the auditor

As explained more fully in the statement ofTrustees' responsibilities set out on page 27, the Trustees are responsible for
preparing, and from time to time reviewing and if necessary revising, a Schedule of Contributions and for monitoring whether
contributions are made to the Fund by the employer in accordance with the Schedule of Contributions.
It is our responsibility to provide a statement about contributions paid under the Schedule of Contributions and to report our
opinion to you.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London
�ctober 2019
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During the year, the contributions payable to the Fund were as follows:

Mem�ers
f million

Employer
£ million

0.2

84.9

Required by the Schedule of Contributions

Normal
Additional contributions -Augmentations

0.4

Additional contributions - PPF Levy

2.0
0.2

Total required by the Schedule of Contributions

87.3

Other contributions payable

Additional voluntary contributions

2.2

Total reported in Fund Account

2.4

87.3

Regular employee contributions
Under the 'salary sacrifice' arrangements in place {the 'Unilever Contribution Arrangement' or "UCA"), Unilever makes
contributions on behalf of members taking part. Members sacrifice salary equal to their regular pension contributions. This
results in a National Insurance contribution saving for members and the Company. Member contributions are 5% of
pensionable earnings between a lower and higher level. From 1 April 2018 to 31 March 2019 the lower level was £6,477 and the
higher level was £60,500. Members can contribute a higher amount of 8.4% for a pension in payment increase rate in line with
inflation up to 5% a year Instead of up to 3% a year.
Regular Company contributions

During the year employer contributions were payable at:
•
32.2% of pensionable earnings between the lower and higher levels (less employee contributions)
•
12.5% of pensionable earnings above the higher level into the member's Investing plan account, unless the member
chose instead to take some or all of the contribution as salary.
Unilever also:
•
Matches extra voluntary contributions to the Investing plan for all active members up to 2% of their matched
contribution salary.
•
Pays into members' Investing plan accounts a discretionary contribution for those making extra voluntary
contributions by salary sacrifice - currently 13.8% of the extra voluntary contribution.
Additional employer contributions
•
The Company may at its discretion pay contributions to the Fund in advance of when they are due that are then
available to be offset against future contributions that may become due under the Schedule of Contributions or to
fund other benefits that are currently unfunded. The balance of such receipts remaining at 31 March 2019 was £0.1
million (2018: £0.1 million), and this is reported as deferred income.
•
A copy of the current Schedule of Contributions is included on pages 60 to 61.
Signed on behalf of the Trustees:

Tony Ashford
Chairman
9 October 2019

Andy Rowell
Secretary
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1.
Introduction
This schedule of contributions has been prepared by Unilever UK Pension Fund Tru stees Limited (the "Trustees") to satisfy th e
requirements of Section 227 of the Pensions Act 2004, after obtaining the advice of Richard Whitelam, the Scheme Actuary, and
after obtaining the agreement of Unilever PLC, the Principal Company. It comes into effect on the date it is certified by th e Scheme
Actuary and covers the period from the date it is certified to 31 March 2024. The Tru stees are responsible for preparing .a revised
schedule no later than 30 June 2020.

This schedule replaces the previous schedule applicable to th e UUKPF, and accordingly any amounts that would have fallen due
for payment under that schedule after the date on which this schedule comes into effect shall be payable only if and to th e extent
that this schedule so provides. Words and expressions used in this schedule, and highlighted in italics, have the same meaning
as in the Tru st Deed and Rules of the Unilever UK Pension Fund (the UUKPF).
2.
Participating Employers
This schedule covers contributions to the UUKPF from all Employers who participate in the UUKPF from time to time.
Employer Contributions - future accrual of benefits
3.
Each Employer will contribute in respect of its employees to the UUKPF at the rate of:
All active members

a.

b.

c.

d.
e.

With effect from 1 April 2017, 32.2% of Covered CARE Earnings; less any Employee Contributions as set out in paragraph
6a*; plus 12.5% or such other percentage as is provided for under Part E Rule C1, of Covered DC Earnings; plus such amount
as required under Part E Rule C6 (Employer Matched Contributions).
'Note: for the avoidance of doubt employer contributions, other than Employer Matched Contributions, continue to be
payable even if an employee is no longer required to make contributions or to participate in the Unilever Contribution
Arrangement as they have completed 40 or 45 years Pensionable Service (whichever applies to the member).
Contributions required in accordan ce with Part 0, Rule H1(a)(iii) for Contributors who are in Pensionable UCA service';
'Note: for th e avoidance of doubt members who have completed 40 or 45 years of Pensionable Service (whichever applies
to the member) can continue to have additional life cover as per Part 0, Rule (a) (iii).
In respect of a Contributor in Pensionable UCA 5% LPI Care Buyback Service, such additional amounts as equate to the 5%
LPI CARE Buyback Contributions that would·have been payable by th e Contributor if he or she had been a 5% LPI CARE
Contributor not in Pensionable UCA 5% LPI Care Bu yback Service (such amounts cu rrently being 3.4% of Covered CARE
Earnings);
Contributions payable in respect of members who are in Pensionable UCA Service who would otherwise be paying
Additional Voluntary Contributions under Part E Rule C2 or Member Matched Contributions under Part E Rule CS; and
Whatever contributions as the Principal Company so decides in respect of Part E Rule C1(b)(ii)(A).

Th e above rates include all expenses of t he UUKPF, but exclude the ri sk and scheme ba sed PPF levies, for which Unilever UK
Central Resources Limited, or such other Employer!s) as th e Principal Company otherwise directs, will make an additional
contribution within 30 days of the Trustee requesting such payment once the levy invoice has been agreed each year.
For members seconded overseas who continue in Pensionable Service, contributions will be based on their notional home
Pensionable Pay figure as reported to Unilever UK Pensions Department except for members whose UUKPF benefits are materially
offset by benefits earned overseas in which case no contributions are payable. Payment of contributions in respect of certain
members seconded overseas may be delayed with the agreement of the Scheme Actuary.

For weekly paid members, changes in contribution rates will be introduced from the first full week of the relevant calendar yea r,
or fund year, as the case may be.
f. Each Employer will contribute in respect of a member of th e DC Auto-Enrolment Only section of the UUKPF at the rate of:
a. 1% of Qualifying Earnings during the period from 1 April 2017 to 30 September 2017
b. 2% of Qualifying Earnings during the period from 1 October 2017 to 30 September 2018
c. 3% of Qualifying Earnings during th e period on or after 1 October 2018
or such other percentage as is provided for under Section 1O(e) of Annex A of the Interim Deed of Amendment dated 27 June
2013.
Each participating employer will ensure that the Trustees receive contributions wi thin 19 days of the end of the calendar month
to which the contributions relate except for members seconded overseas where the contributions are payable quarterly and the
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deadline is within 19 days of the end of th e calendar quarter to which th e contributions relate. The date of receipt will be taken
as the date on which the contributions become available for th e Tru stees to use.
4.
Employer Contributions - shortfall in funding
In respect of the shortfa ll in funding in accordance with the recovery plan dated 29 March 2017 following the actuarial valua tion
as at 31 March 2016, the Principal Company w ill additionally contribute (or procure to be contributed) to th e UUKPF amounts
totalling £600 million by 30 June 2017.
By virtue of this revised Schedule of Contributions, no payment shall be due to the UUKPF pursuant to the Annual Update and
Re-Assessment approach set out in the memorandum of understanding dated 17 March 2014 (as modified in December 2016)
as a result of annual updates as at 31 December 2015 or 31 December 2016.
5.
Payments to Cover Augmentations or Benefits Granted Under Part BRule C2
Th e Employers will pay add itional amounts to cover th e costs of benefit augmentations or benefits granted under Part BRule C2
as advised by the Scheme Actuary. The amounts will be paid in accordance with timescales advised by the Scheme Actuary.
6.
Employee Contributions
Employees who are active members of the UUKPF, except those to whom Part D Rule C1(a)(iv) applies (i.e. members who
participate in the Unilever Contribution Arrangement or who have complet ed 40 years or 45.years Pensionable Service (which
ever applies to th e member in question)), members of the DC Auto-Enrolment Only section and members seconded overseas,
will contribute to th e UUKPF at the rate of:
a. 5% of Covered CARE Earnings for Contributors, or such higher rate as the Principal Company shall inform th e Tru stee under
Part D Rule C1(a);
b. An additional 3.4% of Covered CARE Earnings (or such other additional amounts as may be speci fied in accordance with Part D
C1A(b)(lii)) for 5% LPI CARE Buyback Contributors who are not in Pensionable UCA 5% LPI CARE Buyback service;
c. Contributions required in accordance with Part D, Rule H1(a)(iii) for Contributors who are not in Pensionable UCA service.
Employee contributions for members to whom Part D Rul e C1(a)(i v) applies (i.e. mem bers who participate in the Unilever
Contribution Arrangement or who have completed 40 years or 45 years Pensionable Service (which ever applies to the member in
question)), and members seconded overseas will be nil, except for members who have completed 40 years or 45 years Pensionable
Service (which ever applies to the member in question) who will still be required to contribute for additional life assurance cover
as per Part D, Rule HI (a)(ili).
For weekly paid members, changes in contribution rates will be introduced from the first full week of the rel eva nt calendar year
or Fund year, as the case may be. These amounts do not include members' Additional Voluntary Contributions and Member
Matched Contributions.
Employees who are active members of the DC Auto-Enrolment Only section will contribute th e difference between th e Employer
contributions in section 3f above and the minimum percentage contributions of:
a.
b.
c.
or such

2% of Qualifying Earnings during the period 1 April 2017 to 30 September 2017
5% of Qualifying Earnings during the period from 1 October 2017 to 30 September 2018
8% of Qualifying Earnings during th e period on or after 1 October 2018
other percentage as is provided for under Clause 10(D) of the Interim Deed of Amendment dated 27 June 2013.

Th e Employers will ensure that the Trustees receive the contributions payable by their employees within 19 days of the end of the
calenda r month in which the contributions were deducted from th e employees' salaries.
Signed on behalf of the Employers

Signed on behalf of Unilever UK Pension Fund Tru stees Limited

Sagar Padhiar
Attorney

Andy Rowell
Secretary

Note:

28 March 2017

28 March 2017

Unilever PLC is acting as the representative of all Employers in thi s matter.
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ACTUARIAL CERTIFICATION OF THE SCHEDULE OF CONTRIBUTIONS
Name of scheme:

Unilever UK Pension Fund (UUKPF)

Adequacy of rates of contributions

I . I certi fy that, in my opini on, th e rates of contributions shown in this schedule of contributions are such th at the statutory funding
objective cou ld have been expected on 31 M arch 2016 to be met by the end of the period specified in th e recovery plan dated 28
March 2017.
Adherence to statement of funding principles
2. I hereby certify that, in my opinion, this schedule of contributions is consistent with the Statement of Funding Principles dated
28 March 2017.
The certification of the adequacy of the rates of contributions for the purpose of securing that the statutory funding objective can
be expected to be met is not a certification of their adequacy for the purpose of securing the UUKPF's liabilities by th e purchase
of annuities, if th e UUKPF were wound up.

Name:

28 March 2017

Date:

Signature:

Rich ard Whitelam

Address: 122 Leadenhall Street
London, EC3V 4AN

Qualification:

Fellow of th e Institute and
Faculty of Actu aries
Name of employer : Ao n Hewitt Limited

ACTUARIAL CERTIFICATE GIVEN FOR THE PURPOSES OF REGULATION 7(4)(A) OF THE OCCUPATIONAL
PENSION SCHEMES (SCHEME FUNDING) REGULATIONS 2005
Name of Fund:

Unilever UK Pension Fund

Calculation of technical provisions

I certify that, in my opinion, the calcul ation of the Fund's technical provisions as at 31 March 2016 is made in accordance w ith
regulations under section 222 of the Pensions Act 2004. The calculation uses a method and assumptions determined by th e
Trustees of the Fund and set out in the Statement of Funding Principles dated 28 March 2017.

Signature
Name

Ri chard Whitelam

Address:
The Aon Centre
Th e Leadenhall Bu ilding
122 Leadenhall Street
London, EC3V 4AN

Date

28 M arch 2017

Qualification

Fellow of the Institute and
Fa cu lty of Actuari es

Name of Employer

Aon Hewitt Limited
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2018/19

2017/18

6,734

6,930

56

44

New members

695

791

Members leaving service takin g a refund of contributions

(64)

(45)

Member leaving service and preserving benefits

(795)

(655)

Retirements at or before normal retirement age

(122)

(171)

(8)

(7)

(26)

(153)

6,470

6,734

29,037

29,788

Adjustments from opening position'

(110)

(279)

New leavers with preserved benefits

795

656

Transfers out

(169)

(182)

Retirements

(659)

(737)

Dea th s

(40)

(44)

Other terminations/cessa tions 3

(97)

(165)

28,757

29,037

Active members
Career average active members at 1 April
Adjustments from opening position'

Deaths
Other terminations/Cessations
Number at 31 March

Deferred pensioners l
Deferred pen sioners at 1 April

Number at 31 March
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2018/19

2017/18

39,685

40,414

Adjustments from opening position'

186

(24)

New retirements

781

911

New spouses

432

488

Pensioners 1
Pensioners at 1 April

New dependants

6

New children
Deaths
Termination of child pensions

Other terminations/cessations 3
Number at 31 March

26

11

(1,816)

(2,049)

(9)

(12)

(49)

(54)

39,242

39,685

1 Includes members with Fina l salary benefits, Ca reer average benefits, or both .
' These relate to movements with an effective date before 1 April but processed after the financial statements for last year were
finalised.
3 Retiring members taking fu ll commutations of benefits.

As at 31 March 2019 there were 4,418 actively contributing members and 2,781 deferred members (2018: 4,580 active and 2,240
deferred) with Investing plan accounts w ith Fidelity. These are not additional members - th ey will also have DB membership.

64

