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The Taylor Wimpey Pension Scheme

Section 1 – Trustee and its Advisers
The Trustee
Trustee

Taylor Wimpey Pension Trustees Limited

Employer Nominated Directors

Member Nominated Directors

A L Edgeworth**

P Wright (resigned 31 March 2020)*

R Peacock*

D J A Mac Daid**

M Lonnon*

R Barraclough**

*A deferred member of the Scheme.
** A pensioner member of the Scheme.
Independent Trustee Directors
The Law Debenture Pension Trust Corporation plc
(represented by V Trayhurn and S Pitt)
Capital Cranfield Pension Trustees Limited
(represented by R Matthews)
Advisers
The advisers to the Trustee are set out below:
Scheme Actuary

R Hunt FIA
XPS Pensions Consulting Limited

Scheme Administrators

Hymans Robertson LLP

Independent Auditors

PricewaterhouseCoopers LLP

Bankers

Bank of Scotland

AVC Providers

Aviva
Clerical Medical Investment Group Limited
Utmost Life and Pensions Limited (from 1 January 2020), previously
Equitable Life Assurance Society
Legal and General Investment Management
Prudential Assurance Company Limited
Standard Life Assurance Company
Zurich Assurance Limited

DC Providers

Aviva
Utmost Life and Pensions Limited (from 1 January 2020), previously
Equitable Life Assurance Society
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Trustee and its Advisers (continued)
Advisers (continued)
Investment Managers

AQR Capital Management (Europe) LLP
Ares Management LLC
Beach Point Capital Management
Blackstone Alternative Asset Management
Bridgewater Associates
CBRE Richard Ellis Investors
CQS Global Funds (Ireland) PLC
Highbridge Capital Management LLC
Insight Investment Management Limited
Kohlberg Kravis Roberts & Co. L.P.
M&G Investment Management Limited
Magnetar Financial LLC (from June 2020)
Schroder Investment Management
TCW Asset Management Company LLC (from May/June 2020)

Insurers

Just Group plc
Standard Life Aberdeen plc

Secretary to the Trustee

N Gunn

Investment Adviser

Redington Limited

Covenant Adviser

Penfida Limited

Legal Adviser

CMS Cameron McKenna Nabarro Olswang LLP

Global Custodian

The Northern Trust Company

Head of Reward & Pensions

A Moriarty

Principal Employer

Taylor Wimpey UK Limited

Contact Address

N Gunn (for general enquiries)
Secretary to the Trustee
Taylor Wimpey Pensions
Unit 2, Tournament Court
Edgehill Drive
Warwick
CV34 6LG
Hymans Robertson LLP (for benefits queries)
20 Waterloo Street
Glasgow
G2 6DB
Email: taylorwimpey@hymans.co.uk
Helpline telephone number: 0141 566 7578

Website

www.taylorwimpeypensions.co.uk
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Section 2 – Trustee Report
Introduction
The Trustee of The Taylor Wimpey Pension Scheme (the "Scheme") is pleased to present the Annual Report
together with the audited financial statements for the year ended 31 December 2019.

Management of the Scheme
Scheme Constitution and Management
The Scheme was established by a Trust Deed and Rules dated 7 March 2013, solely for the benefit of its
members and other beneficiaries, and principally to receive a transfer of assets and liabilities from the George
Wimpey Staff Pension Scheme and the Taylor Woodrow Group Pension & Life Assurance Fund which took
place on 1 October 2013. The Scheme is closed to new members and is closed to future accrual.
The Scheme is currently administered in accordance with a Consolidated Trust Deed and Rules for the Scheme
dated 21 June 2017. The Principal Employer is Taylor Wimpey UK Limited ("TWUK").
The advisers to the Trustee are shown on pages 1 and 2.
TWUK has the power to appoint or remove the Trustee of the Scheme. A Director can choose to retire from
office at any time. The Law Debenture Pension Trust Corporation plc is appointed as the Independent Trustee
of the Scheme as required by the Scheme's governing documentation. The entrenched powers of The Law
Debenture Pension Trust Corporation plc are intended to protect members’ accrued benefits in circumstances
where they may be put at risk.
The composition of the Trustee Board is in accordance with the Pensions Act 2004, which requires at least onethird of the total number of Trustee Directors to be member-nominated directors ("MND"). Following the
resignation of P Wright, there is a vacancy for a new MND which the Trustee Board plans to fill via a nomination
and selection process of the members in due course.
A selection panel (if required) is used for MND appointments usually consisting of the Chairman and at least
one of the Independent Trustee Directors.
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Trustee Report (continued)
Management of the Scheme (continued)
Trustee Meetings
The Trustee of the Scheme met on four occasions (2018: five) during the year, the Investment Sub Committee
("ISC") met four times (2018: four), and the Audit and Operations Sub Committee ("ASC") met on four
occasions (2018: four). The composition of these committees is as follows:
Investment Sub Committee

Audit and Operations Sub Committee

A L Edgeworth – Chairman, Trustee Director

R Peacock – Chairman, Trustee Director

The Law Debenture Pension Trust Corporation plc
(represented by: V Trayhurn) – Independent Trustee Director

The Law Debenture Pension Trust Corporation
plc (represented by: S Pitt) – Independent
Trustee Director

Capital Cranfield Pension Trustees Limited
(represented by: R Matthews) – Independent Trustee Director

P Wright – Trustee Director (resigned 31 March
2020)

D J A Mac Daid – Trustee Director

M Lonnon – Trustee Director

R Barraclough – Trustee Director
C Carney – TW Group Finance Director (non-voting)
A Moriarty – TW Head of Reward and Pensions (non-voting)
In addition, the Benefits Sub Committee ("BSC") is responsible for reviewing and making decisions on
discretionary benefit payments from the Scheme. The BSC currently comprises of A L Edgeworth (Trustee
Chairman) and N Gunn (Scheme Secretary) who meet at regular intervals throughout the year.
The Covenant Sub Committee ("CSC") is principally responsible for reviewing and monitoring financial
information that is provided by the Company in relation to its trading and business. The CSC currently
comprises of A L Edgeworth (Trustee Chairman) and R Peacock (Trustee Director).
The Actuarial Valuation Sub Committee ("VSC") has been recently established to consider and negotiate on
behalf of the Trustee Board the triennial actuarial valuation of the Scheme. The VSC comprises of A L
Edgeworth (Trustee Chairman), The Law Debenture Pension Trust Corporation plc (represented by: V Trayhurn
- Independent Trustee Director), Capital Cranfield Pension Trustees Limited (represented by: R Matthews Independent Trustee Director) and R Barraclough (Trustee Director).
Trust Deed & Rules
The Trust Deed & Rules dated 21 June 2017 comprises the Trust Deed, the Rules relating to former members
of the George Wimpey Staff Pension Scheme ("GW Scheme"), the Rules relating to former members of the
George Wimpey Money Purchase Scheme, and the Rules relating to former members of the Taylor Woodrow
Group Pension & Life Assurance Fund ("TW Fund").
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Trustee Report (continued)
Actuarial Liabilities (continued)
Implications for the Recovery Plan (continued)
Based on conditions as at 31 December 2016, these payments were estimated to be sufficient to clear the
funding shortfall by 1 January 2021. The Employer also pays a contribution of £2 million per annum into the
Scheme in monthly instalments to meet the costs of the Scheme’s running expenses.
The Trustee and the Employer have also agreed a mechanism to reduce the risk that the Scheme is overfunded
by allowing contributions to be stopped, and then potentially re-started, should certain funding triggers be
met. These triggers are monitored on a quarterly basis. Further details of this mechanism can be found in the
Scheme’s Schedule of Contributions dated 13 February 2018.
Deficit reduction contributions received from the Employer were paid in accordance with the Schedule of
Contributions. The Scheme is closed to future accrual so no normal Member or Employer contributions were
due in the year.
In April 2018, the Employer paid a one-off contribution of £23m, making the Scheme fully funded and hence
suspending contributions in accordance with the agreed funding test mechanism. Deficit reduction contributions
remained suspended until 31 December 2018, when the funding level of the Scheme had fallen below 96% as
calculated by the Actuary. Deficit reduction contributions from the Employer therefore recommenced with effect
on and from 1 January 2019.
During April 2020 and in light of the COVID-19 crisis, the Trustee Board and the Employer agreed that no
Employer contributions would be paid to the Scheme between 29 April 2020 and 30 June 2020 apart from the
ongoing expense allowance of £2 million per annum. The Trustee Board and the Employer have agreed that
the contributions that would have been paid will instead be paid (with interest) between 1 January 2021 and 31
March 2021. A revised Schedule of Contributions and Recovery Plan were agreed on 29 April 2020.
A new Recovery Plan and Schedule of Contributions will be agreed as part of the ongoing full actuarial valuation
of the Scheme, which is to have an effective date of no later than 31 December 2019.
GMP Equalisation
On 26 October 2018, the High Court handed down a judgment involving the defined benefit pension schemes
sponsored by the Lloyds Banking Group. The judgment concluded that occupational pension schemes that were
previously contracted-out of SERPS (the State Earnings-related Pension Scheme) should be amended to
equalise pension benefits for men and women in relation to guaranteed minimum pension benefits. The issues
determined by the judgment set a legal precedent that will apply to many other defined benefit pension schemes.
Under the judgement, affected schemes are required to backdate benefit adjustments in relation to GMP
equalisation and provide interest on the backdated amounts.
The Trustee is aware that as the Scheme was previously contracted-out, the High Court judgment is likely to
impact on certain benefits payable by the Scheme. Whilst the Trustee has conducted an initial review of the issue
with its advisers, the Trustee and Employer have not agreed the equalisation methodology to be used and further
clarification on certain legal aspects of the judgement is awaited from the High Court. The Trustee is therefore
not currently in a position to obtain a reliable estimate of the backdated benefits and related interest. These will
be considered in greater detail during 2020 after which decisions will be made as to the next steps. As a result,
the cost of backdating pension benefits and related interest have not been recognised in these financial
statements. They will be recognised once the Trustee is able to reach a reliable estimate. In any event, the
amounts are not expected to be material in the context of the Scheme’s financial statements.
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Trustee Report (continued)

Investment Report
This report has been prepared by the Trustee, assisted by its investment consultant, using information that has
been supplied primarily by its global custodian and investment managers.
The current investment managers are shown on page 2.
The investment managers are given full discretion in making investment decisions, subject to broad guidelines
laid down by the Trustee.
The investment managers are paid fees for their services. The fees are generally calculated as a percentage of
the market value of the part of the fund that they manage.
Investment Policy
The assets of the Scheme are invested in accordance with the Statement of Investment Principles (“SIP”)
adopted by the Trustee.
Investment Review
As at 31 December 2019, the majority of the Scheme’s assets were actively managed. The active managers
were AQR Capital Management (“AQR”), Ares Management (“Ares”), Beach Point Capital Management
(“Beach Point”), Blackstone Alternative Asset Management (“Blackstone”), Bridgewater Associates
(“Bridgewater”), CB Richard Ellis Global Real Estate (“CBRE”), CQS Investment Management (“CQS”),
Highbridge Capital Management (“Highbridge”), Insight Investment Management (“Insight”), Kohlberg Kravis
Roberts & Co (“KKR”), M&G Real Estate (“M&G”) and Schroders Investment Management (“Schroders”).
Insight also manages a liability driven investment (“LDI”) mandate, enhanced cash mandate and a currency
hedging mandate for the Scheme.
Following recommendations from the Scheme’s investment consultant, in Q3 2019 the Scheme rebalanced c.
£40m of excess collateral (i.e. part of Insight’s LDI mandate) towards return-seeking assets. £15m was
therefore invested into AQR Diversified Risk Premia Fund and £8m was invested into each of the following
funds: Bridgewater Optimal Portfolio II; Beach Point SCF X and CQS Credit Multi Asset.
Over the course of the year, in light of continuing distributions from their illiquid mandates, the ISC reviewed
their illiquid allocations. The ISC approved investing in a new Opportunistic Illiquid Credit mandate with
Magnetar Financial LLC to maintain their allocation to this asset class. There will be an initial allocation of c.
£30m into this mandate in Q2 2020, with annual reviews to decide whether to top up the fund depending on
future distributions from the Scheme’s other existing illiquid mandates.
In March 2020, the Federal Reserve Bank of New York launched a new Term Asset-Backed Securities Loan
Facility (“TALF”). As a result, the ISC approved an investment of c.£50 million into a new fund operated by
TCW, designed specifically to take advantage of the TALF opportunity. The first investment is likely to be made
during Q2 2020. The ISC have also continued to review their managers' performance throughout the year and
have met with certain managers throughout the year. These included the KKR, Schroders, Beach Point and
Insight.
Since 31 December 2019, global financial markets have declined amidst concerns over the potential impact of
the Covid-19 pandemic on the world’s economy. This reflects circumstances which have arisen since the year
end and therefore the Trustee has not adjusted the amounts recognised in these financial statements as a
result.

13

The Taylor Wimpey Pension Scheme
Trustee Report (continued)
Investment Report (continued)
Asset Class Performance (continued)
Illiquid Credit Strategies
Market volatility towards the start of the year led to an increase in investor demand in the asset class, this led to
marginal spread compression and seemingly weaker underwriting standards in certain parts of the market.
Fundamentals continued to remain healthy in private credit market funds throughout the first half of 2019, and
inflows have continued on the back of the low default rates and realised spreads above public credit markets
experienced over the past few years. Brexit uncertainty is created an interesting pricing dynamic in the UK
commercial real estate debt market, particularly for UK onshore investors, as EUR allocators approached UK
assets with caution ahead of the Brexit deadline. Within private corporate credit, investor flows remained steady
and managers continued to increase the size of their funds. Managers raised larger funds with the stated
intention of funding larger deals to insulate themselves from wider market pressure. Pricing in the corporate
debt market remained steady, but spreads remained historically tight.
Illiquid Market Strategies
The UK real estate market has continued to see a subdued level of transactions over the first half of the year.
The trends from 2018 also continued, with the divergence between retail assets and industrial assets continuing
at a broad sector level, with the former continuing to see capital values written down. Regional retailers and
shopping centres were the hardest hit, whilst the office market delivered positive performance, with city offices
seeing a greater increase in June relative to the rest of the sector. Towards the second half of the year,
weakening economic sentiment and political uncertainty related to Brexit continued to contribute to a slowdown
in investment activity. Investors remained cautious and delayed purchasing decisions as the proposed Brexit
deadline of 31st October approached.
Corporate Governance and the UK Stewardship Code
During the year the Trustee, in conjunction with its professional advisers, has paid due attention to the principles
contained in the voluntary code, the UK Stewardship Code, published by the Financial Reporting Council in July
2010 and updated in September 2012. The Code is intended to promote shareholder activism and the Trustee
encourages the Scheme’s Investment Managers to act in accordance with the Code.
The Trustee and the ISC aim to ensure they have the right skill set and decision-making structures, and also
clear investment objectives for the Scheme and an appropriate and well-documented strategy in place for
achieving these objectives. Explicit goals are set for investment managers used by the Trustee and these are
contained in explicit mandates with appropriate benchmarks and performance targets where appropriate.
For effective investment decision-making, the Trustee and ISC take expert investment advice and regularly
review their training needs and skills.
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Trustee Report (continued)
Investment Report (continued)
Exercise of Voting Rights
The ISC’s policy on the exercise of rights attaching to investments, including voting rights, is that these rights
should be exercised by the Investment Managers on behalf of the ISC having regard to the best financial
interests of the beneficiaries.
Employer Related Investments
The Scheme is invested in accordance with the Occupational Pension Schemes (Investment of Scheme’s
Resources) Regulations 1992, and there is no self-investment in the Scheme (that is, investment in the shares,
loans or property of the Employer).
None of the Scheme’s pooled investment vehicles hold Taylor Wimpey shares.
Pension Funding Partnership (PFP)
The PFP is an investment in a partnership structure holding show homes and other approved assets of the Taylor
Wimpey Group, which provides the Scheme with an income stream via the allocation and distribution of income
profits. These are paid annually in accordance with the Amended and Restated Partnership Agreement dated 20
September 2013.
In accordance with the Deed of Covenant dated 20 September 2013 (and amended and restated in December
2014), an amount of up to £100m may be paid to the Scheme in 2028 if it remains in deficit on a Technical
Provisions basis.
The income receivable for 2019 was £5m (2018: £5m). Note that £4m of this £5m is attributable to interest accrued
in 2019 but not yet paid to the Scheme (this was paid in April 2020). The value of the PFP at 31 December 2019
(excluding the present value of the accrued income) was £104m (2018: £95m), as independently valued by Mercer
Limited.
Statement of Investment Principles
The Trustee has produced a Statement of Investment Principles ("SIP") in accordance with the requirements of
the Pensions Act 1995 and subsequent legislation. A copy of the SIP is available on the Scheme's website
(website address is on page 2) and also upon request in writing. The ISC, on behalf of the Trustee, believes
that the assets held over the year, together with the managers’ approach to stock selection, have provided a
suitably diversified portfolio of investments. The ISC, on behalf of the Trustee, is also satisfied that the assets
held by the Scheme over the year were sufficiently secure and marketable. The SIP was updated in March
2019 to include policies regarding Environmental, Social and Governance Investing.
Custodial Arrangements
The role of a custodian is to ensure the safe keeping of the assets and facilitate all transactions entered into by
the appointed investment managers.
The Trustee is not responsible for the appointment of the custodian of the assets contained within the various
pooled fund investments. However, the ISC, on behalf of the Trustee, is satisfied that the managers responsible
for the appointment and monitoring of their relevant custodians fulfil this obligation competently, and that they
have suitable procedures in place for conducting periodic reviews.
In relation to the segregated investments with Insight and Schroders, the Trustee has appointed The Northern
Trust Company as custodian. The ISC, on behalf of the Trustee, has noted the need to conduct periodic reviews
of the custodian to ensure its continuing suitability.
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Trustee Report (continued)
Investment Report (continued)
Environmental, Social and Governance Investing
The Trustee updated its Responsible Investing Policy in March 2019. To remain accountable and transparent,
the Trustee has agreed to include this Responsible Investing Policy within the Scheme’s Statement of Investment
Principles setting out its beliefs as shown below:
The Trustee believes that Environmental, Social and Governance (“ESG”) risks are financially material risks
and should be considered as part of the investment strategy and implementation decisions. The Trustee
believes that the most important methods of managing these risks are integration and engagement (defined
below). However, the relevance and impact of integration and engagement will vary between different asset
classes.


Integration: integrating the analysis of ESG risks into the active investment decision-making processes.
The Trustee believes ESG risks are no less important than any other risks to the Scheme’s investments
and any active asset manager’s process should fully incorporate these risks when assessing the
attractiveness of investment opportunities.



Engagement: the Scheme’s investment managers are encouraged where possible, to engage directly
on ESG risks with the entities they are investing in (whether debt or equity).

When investing in new asset classes, the Trustee assesses, with advice from its advisers, the relevance of ESGrelated risks and the most appropriate way to ensure that they are incorporated into the mandate. These views
will then affect:
•

Whether the asset class is appropriate for the Scheme given the ESG risks it is exposed to and the
methods available for managing these risks;

•

Where relevant, the selection of a preferred asset manager with a clear commitment to responsible
investing, i.e. a manager that has an appropriate approach to integration and engagement for the given
asset class.

The ESG policy will be reviewed as part of the Scheme’s SIP review.
On an ongoing basis, the Trustee investment consultant monitors each asset manager’s approach to ESG and
regularly reports on this to the Trustee.
Covid-19
During the current crisis, the Trustees are in regular contact with each other and with the Company to ensure that
the Scheme's finances and management of the Scheme are reviewed on a regular basis.
The Scheme Administrators have a robust Business Continuity Plan in place, including a pandemic plan which
has been reviewed specifically in relation to the Covid-19 situation. Hymans Robertson continue to administer the
Scheme as usual and are making it a priority to process payments, set up forthcoming retirements and respond
to member enquiries.
As the crisis continues to evolve, the Trustees will post further news and information on the Scheme website
(www.taylorwimpeypensions.co.uk).
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Trustee Report (continued)

Statement of Trustee Responsibilities
Trustee responsibilities in respect of the financial statements
The financial statements, which are prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including the Financial Reporting Standard applicable in the UK and Republic of Ireland
(“FRS 102”), are the responsibility of the Trustee. Pension scheme regulations require, and the Trustee is
responsible for ensuring, that those financial statements:


show a true and fair view of the financial transactions of the Scheme during the Scheme year and of the
amount and disposition at the end of the Scheme year of its assets and liabilities, other than liabilities to
pay pensions and benefits after the end of the Scheme year; and



contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement
to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, including making a
statement whether the financial statements have been prepared in accordance with the relevant
financial reporting framework applicable to occupational pension schemes.

In discharging these responsibilities, the Trustee is responsible for selecting suitable accounting policies, to be
applied consistently, making any estimates and judgements on a prudent and reasonable basis, and for
ensuring that the financial statements are prepared on a going concern basis unless it is inappropriate to
presume that the Scheme will continue as a going concern.
The Trustee is also responsible for making available certain other information about the Scheme in the form of
an annual report.
The Trustee also has a general responsibility for ensuring that accounting records are kept and for taking such
steps as are reasonably open to it to safeguard the assets of the Scheme and to prevent and detect fraud and
other irregularities, including the maintenance of an appropriate system of internal control.
Trustee responsibilities in respect of contributions
The Trustee is responsible under pensions legislation for preparing, and from time to time reviewing and if
necessary revising, a Schedule of Contributions showing the rates of contributions payable to the Scheme by or
on behalf of Employers and the active members of the Scheme and the dates on or before which such
contributions are to be paid.
The Trustee is also responsible for keeping records in respect of contributions received in respect of any active
member of the Scheme and for adopting risk-based processes to monitor whether contributions that fall due to
be paid are paid into the Scheme in accordance with the Schedule of Contributions.
Where breaches of the Schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 to consider
making reports to the Pensions Regulator and to members.
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Further Information
Internal Dispute Resolution (IDR) Procedures
It is a requirement of the Pensions Act 1995 that the trustees of all occupational pension schemes must have
Internal Dispute Resolution procedures in place for dealing with any disputes between the trustees and the
scheme beneficiaries. A dispute resolution procedure has been agreed by the Trustee, details of which can be
obtained from the Scheme's website or by writing to the Secretary to the Trustee at the address on page 2 of
this report.
Further Information
Further information about the Scheme is available on the Scheme's website or on request, to members, their
spouses, and other beneficiaries. In particular, the Scheme Rules can be inspected on request and a copy of
the latest Actuarial report and the Trustee Statement of Investment Principles is available on the Scheme
website.
Members can request details of the amount of their current transfer value. Such requests are available free of
charge once a year. Indicative transfer values are available online for a majority of the members and are
updated on a monthly basis.
If members have any queries concerning the Scheme or their own pension position, or wish to obtain further
information, they should contact Hymans Robertson who will respond to any queries about entitlement to
benefits.
If members have any complaints in relation to the Scheme, they should contact in the first instance:
N Gunn
Secretary to the Trustee
Taylor Wimpey Pensions
Unit 2, Tournament Court
Edgehill Drive
Warwick
CV34 6LG
The Pensions Regulator
The Pensions Regulator (TPR) has the objectives of protecting the benefits of members, promoting good
administration and reducing the risk of claims on the Pension Protection Fund. TPR has the power to
investigate schemes, to take action to prevent wrongdoing in or maladministration of pension schemes and to
act against employers failing to abide by their pension obligations. TPR may be contacted at the following
address:
The Pensions Regulator
Napier House
Trafalgar Place
Brighton
BN1 4DW
www.thepensionsregulator.gov.uk
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Further Information (continued)
The Pensions Advisory Service and The Pensions Ombudsman
Members have the right to refer their complaint to The Pensions Ombudsman free of charge. The Pensions
Ombudsman deals with complaints and disputes which concern the administration and/or management of
occupational and personal pension schemes.
Contact with The Pensions Ombudsman about a complaint needs to be made within three years of when the
events(s) the member is complaining about happened – or, if later, within three years of when they first knew
about it (or ought to have known about it). There is discretion for those time limits to be extended.
The Pensions Ombudsman can be contacted at:
10 South Colonnade
Canary Wharf
London
E14 4PU
Tel: 0800 917 4487
Email: enquiries@pensions-ombudsman.org.uk
www.pensions-ombudsman.org.uk
Members can also submit a complaint form online:
www.pensions-ombudsman.org.uk/our-service/make-a-complaint/
If members have any general requests for information or guidance concerning their pension arrangements
contact:
The Pensions Advisory Service
120 Holborn
London
EC1N 2TD
Tel: 0800 011 3797
www.pensionsadvisoryservice.org.uk
www.pensions-ombudsman.org.uk
Pension Tracing Service
The Pension Schemes Registry has been replaced with the Pension Tracing Service and is now provided by the
Department for Work and Pensions. Responsibility for compiling and maintaining the register of occupational
pension schemes has been passed to The Pensions Regulator.
Contact details for the services are as follows:
Pension Tracing Service
The Pension Service 9
Mail Handling Site A
Wolverhampton
WV98 1LU
www.gov.uk/find-pension-contact-details
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Section 3 – Independent Auditors’ Report to The Trustee of
The Taylor Wimpey Pension Scheme
Report on the audit of the financial statements
Opinion
In our opinion, Taylor Wimpey Pension Scheme’s financial statements:


show a true and fair view of the financial transactions of the Scheme during the year ended 31 December
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 (United Kingdom Accounting Standards comprising FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland”, and applicable law); and



contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement to
obtain Audited Accounts and a Statement from the Auditor) Regulations 1996.

We have audited the financial statements, included in the annual report, which comprise: the statement of net
assets available for benefits as at 31 December 2019; the fund account for the year then ended; and the notes
to the financial statements, which include a description of the significant accounting policies.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the
audit of the financial statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
Independence
We remained independent of the Scheme in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our
responsibilities in accordance with these requirements.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report
to you where:
 the Trustee’s use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
 the Trustee has not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the Scheme’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.
However, because not all future events or conditions can be predicted, this statement is not a guarantee as to
the Scheme’s ability to continue as a going concern.
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Independent Auditors’ Report to The Trustee of The Taylor Wimpey Pension Scheme (continued)
Reporting on other information
The other information comprises all the information in the annual report other than the financial statements, our
auditors’ report thereon and our auditors’ statement about contributions. The Trustee is responsible for the other
information. Our opinion on the financial statements does not cover the other information and, accordingly, we
do not express an audit opinion or any form of assurance thereon.
In connection with our audit of the 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 an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of 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 based on these responsibilities.
Responsibilities for the financial statements and the audit
Responsibilities of the Trustee for the financial statements
As explained more fully in the statement of Trustee Responsibilities, the Trustee is responsible for ensuring that
the financial statements are prepared and for being satisfied that they show a true and fair view. The Trustee is
also responsible for such internal control as it determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
In the preparation of the financial statements, the Trustee is responsible for assessing the Scheme’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the Trustee either intends to wind up the Scheme, or has no realistic
alternative but to do so.
Auditors’ responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 FRC’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.
Use of this report
This report, including the opinion, has been prepared for and only for the Trustee as a body in accordance with
section 41 of the Pensions Act 1995 and for no other purpose. We do not, in giving this opinion, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose
hands it may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Watford
Date 26 June 2020
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Section 4 – Financial Statements
Fund Account for year ended 31 December 2019

Note

2019

2018

£’m

£’m

CONTRIBUTIONS AND BENEFITS
Employer contributions

4

42

29

Benefits

5

(94)

(91)

Payment to and on account of leavers

6

(21)

(25)

Administrative expenses

7

(2)

(2)

(117)

(118)

(75)

(89)

Net withdrawals from dealings with members

RETURNS ON INVESTMENTS
Investment income

8

41

48

Change in market value of investments

9

235

(99)

Investment management expenses

21

(6)

(5)

Net returns/(loss) on investments

270

(56)

Net increase/(decrease) in the fund

195

(145)

Opening net assets

2,233

2,378

Closing net assets

2,428

2,233

The notes on pages 30 to 49 form an integral part of these financial statements.
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2019

2018

Note

£’m

£’m

Bonds

9

1,914

1,739

Pension funding partnership

13

104

95

Pooled investment vehicles

11

1,361

1,151

Derivatives

12

49

68

Amounts receivable under Reverse Repurchase Agreements

15

98

-

Insurance policies

16

227

218

AVC investments

17

4

4

Cash and cash equivalents

14

40

19

Dividends and withholding tax

9

8

12

DC section funds

9

1

1

Other investment balances

9

5

-

3,811

3,307

Investment assets

Investment liabilities
Derivatives

12

(37)

(100)

Amounts due under Repurchase Agreements

15

(1,357)

(986)

(1,394)

(1,086)

2,417

2,221

Current assets

22

13

14

Current liabilities

23

(2)

(2)

2,428

2,233

Total net assets available for benefits
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Section 5 – Notes to the Financial Statements
Notes to the financial statements for the year ended 31 December 2019
1

GENERAL INFORMATION AND BASIS OF PREPARATION

The Scheme was established on 7 March 2013 to receive a transfer of assets and liabilities from the George
Wimpey Staff Pension Scheme and the Taylor Woodrow Group Pension & Life Assurance Fund which took
place on 1 October 2013. The Principal Employer is TWUK. The Scheme is currently governed by a
Consolidated Trust Deed and Rules dated 21 June 2017.
The Scheme is a registered pension scheme in accordance with The Finance Act 2004. This means that the
contributions paid by both the Employer and the members qualify for full tax relief, and enables income earned
from investments by the Trustee to receive preferential tax treatment. The address of the Scheme’s principal office
is Taylor Wimpey UK Limited, c/o Unit 2 Tournament Court, Edgehill Drive, Warwick, CV34 6LG.
The individual financial statements of The Taylor Wimpey Pension Scheme have been prepared in accordance
with the Occupational Pension Schemes (Requirements to obtain Audited Accounts and a Statement from the
Auditor) Regulations 1996, Financial Reporting Standard 102) – The Financial Reporting Standard applicable in
the UK and Republic of Ireland (“FRS 102”), and the guidance set out in the Statement of Recommended
Practice (Revised 2018) (“the SORP”).
In June 2018, a revised SORP was issued which is applicable to accounting periods commencing on or after 1
January 2019. The Trustee has adopted the revised SORP for the first time in these financial statements. The
adoption of the revised SORP has had no material impact on the financial statements however it has required
certain additions or amendments of disclosures in the financial statements.
2

IDENTIFICATION OF FINANCIAL STATEMENTS

The Scheme is established as a trust under English law. The address for enquiries to the Scheme is Taylor
Wimpey Pensions, Unit 2 Tournament Court, Edgehill Drive, Warwick, CV34 6LG.
3

ACCOUNTING POLICIES

The following principal accounting policies have been adopted in the presentation of the financial statements.
These policies have been consistently applied to both years presented, unless otherwise stated.
3.1

Employer contributions

Employers’ deficit funding and expense contributions are accounted for on the due dates set out in the Schedule
of Contributions, or on receipt if earlier, with the agreement of the Employer and the Trustee.
3.2

Benefits

i.

Benefits to members are accounted for in the period in which they fall due, once the members’ wishes
are known.

ii.

Pensions in payment, including pensions funded by annuity contracts and amounts paid under income
draw-down arrangements, are accounted for in the period to which they relate.

3.3

Payments to and on account of leavers

Individual transfers in or out of the Scheme are accounted for when paid or received, which is normally when
member liability is accepted or discharged.
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3.4

Administrative expenses

Expenditure is accounted for on an accruals basis, which means that allowance has been made for certain
expenses due but not paid before the year end date.
3.5

Investment income and investment management expenses

Investment Income on cash and short-term deposits is accounted for on an accruals basis.
Income from bonds is accounted for on the date stocks are quoted ex dividend or the date the interest is
payable.
Income arising from the underlying investments of the pooled investment vehicles, that is reinvested within the
pooled investment vehicles, is reflected in the unit price. Such income is reported within the change in market
value. For all other income not reflected in the unit price this is accounted for as investment income when
declared.
The Scheme pays interest to the Repurchase Agreements (“Repos”) counterparties and this is accounted for
on an accruals basis in line with the terms of the respective contracts.
Income received in relation to the Pension Funding Partnership agreement is accounted for on an accruals
basis.
Income from insurance policies is included in investment income.
The change in market value of investments includes realised and unrealised gains and losses.
3.6

Valuation of investments

Investment assets and liabilities are included in the financial statements at fair value. Where separate bid and
offer prices are available, the bid price is used for investments assets and the offer price for investment
liabilities. Otherwise the closing single price, single dealing price or most recent transaction price is used.
Where quoted or other unit prices are not available, the Trustee adopts valuation techniques appropriate to the
class of investment. Details of the valuation techniques and principal assumptions are given in the notes to the
financial statements where used.
i.

Investments traded through the Stock Exchange Trading Services (SETS) are valued on the basis of the
latest price or bid price at the year end depending on the market which they are quoted.

ii.

Foreign investments including the effect of forward foreign exchange contracts are converted into sterling
at the closing rate of exchange ruling at the year end.

iii.

Investments which are held in units are stated at the closing bid or, if single priced, at the closing single
price at the year end as advised by the Investment manager.
The Scheme may from time to time find itself to be the only investor in a fund. The Trustee does not
regard such funds as "sole investor funds" as these funds are open to other investors and were not
structured solely for the Scheme."

iv.

Bonds are quoted “clean” (without accrued interest).
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3.6
v.

Valuation of investments (continued)
Derivatives are investment assets and liabilities that derive their value from the price or rate of some
underlying item.
Derivatives with an initial purchase price are reported as purchases. Those that do not have an initial
purchase but require a deposit, such as an initial margin to be placed with that broker, are recorded at nil
cost on purchase.
For Over the Counter (OTC) derivatives, where a market price is not readily available, the fair value is
determined by the investment manager using accepted pricing models.

vi.

Forward foreign exchange contracts outstanding at the year-end are stated at fair value, which is
determined as the gain or loss that would arise if each outstanding contract was matched at the period
end with an equal and opposite contract at that date.
Changes in the fair value of the forward foreign exchange contracts are reported within the change in
market value in the fund account.

vii.

Swaps are valued at fair value, using a price model which calculates the current value of future expected
net cash flows arising from the swap, for which the time value of money is taken into account. Interest is
accrued monthly under terms relating to individual contracts. Receipts or payments under swap
contracts, representing the difference between the swapped cash flows, are included in investment
income.

viii.

Repurchase agreements (where the Scheme has sold assets with the agreement to repurchase at a fixed
date and price) are included at the fair value of the repurchase price (as a liability). The assets sold are
reported in the appropriate asset class in the investments note at their fair value reflecting that the
Scheme retains the risk and rewards of ownership of those assets.

ix.

Reverse repurchase agreements (where the Scheme has bought assets with the agreement to sell at a
fixed date and price) are included at the fair value of the repurchase price (as an asset). Cash delivered
under reverse repurchase contracts is recognised as an investment receivable in the financial statements.
Securities received in exchange are disclosed as collateral supporting this receivable but not included as
Scheme assets.

x.

The Scheme’s interest as a Limited Partner in the Pension Funding Partnership is valued at the
discounted net present value of future contractual partnership distribution rights. The valuation and
discount rate applied were determined by an independent partnership valuation adviser taking into
account the specific risks associated with the distribution stream and in particular the legal structure and
marketability of the asset and the risk of non-payment.

xi.

The bulk insurance policies held with Just Group plc and Standard Life Aberdeen plc have been included
in the financial statements at the value calculated by the Scheme Actuary at the year end. Annuity
policies are valued by the Scheme Actuary at the amount of the related obligation, determined using the
most recent Scheme Funding valuation assumptions updated for market conditions at the reporting date.
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3.7

Currency

The Scheme’s functional currency and presentational currency is pounds sterling (GBP).
Balances denominated in foreign currencies are translated into Sterling at the rate ruling at the year end date.
Asset and liability balances are translated at the bid and offer rates respectively. Transactions denominated in
foreign currencies are translated at the rate ruling at the date of the transaction. Differences arising on
investment balance translation are accounted for in the change in market value of investments during the year.
3.8 Judgements and Estimates
The Trustees have used significant judgments and estimates in valuing the Insurance Policies which have been
disclosed in note 16 and for the valuation of the Pension Funding Partnership disclosed in note 13.
4

EMPLOYER CONTRIBUTIONS

Deficit funding
Administration expenses funding

2019

2018

£’m

£’m

40

27

2

2

42

29

Following the completion of the 2016 valuation, the Employer agreed to pay deficit contributions of £16m per
annum from February 2018 to March 2018 and with effect from 1 April 2018, £40m per annum payable in equal
instalments for a period of 2 years and 9 months.
The Trustee and the Employer have also agreed a mechanism to reduce the risk that the Scheme is overfunded
by allowing contributions to be stopped, and then potentially re-started, should certain funding triggers be met.
These triggers are to be monitored on a quarterly basis.
In April 2018, the Employer paid a one-off contribution of £23m making the Scheme fully funded and hence
contributions were suspended in accordance with the agreed funding test mechanism. Deficit reduction
contributions remained suspended until 31 December 2018, when the funding level fell below 96% as calculated
by the Actuary. Deficit reduction contributions therefore recommenced with effect on and from 1 January 2019.
During April 2020 and in light of the COVID-19 crisis, the Trustee Board and the Employer agreed that no
Employer contributions would be paid to the Scheme between 29 April 2020 and 30 June 2020, apart from the
ongoing expense allowance of £2 million per annum. The Trustee Board and the Employer have agreed that
the contributions that would have been paid will instead be paid (with interest) between 1 January 2021 and 31
March 2021. A revised Schedule of Contributions and Recovery Plan were agreed on 29 April 2020.
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5
BENEFITS

£’m

£’m
86

7

5

94

91

2019

2018

£’m

£’m

21

25

2019

2018

£’m

£’m

Administration costs

1

1

Actuarial fees and other costs

1

1

2

2

2019

2018

£’m

£’m

Income from bonds

23

28

Interest expense on repurchase agreements

(7)

(9)

Income from pooled investment vehicles

8

9

Income from the pension funding partnership

5

5

Income from insurance policies

15

15

Refund payments to insurance policies

(3)

-

41

48

Lump sum retirement benefits

PAYMENTS TO AND ON ACCOUNT OF LEAVERS

Individual transfers out

7

2018

87

Pensions

6

2019

ADMINISTRATIVE EXPENSES

The Scheme bears all costs of administration.
8

INVESTMENT INCOME
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8

INVESTMENT INCOME (continued)
During the year, the Scheme paid £7m (2018: £9m) of interest in line with the terms of the respective
contracts to the repurchase agreements counterparties, this movement is reflected in the table on page
34.

9

CHANGE IN MARKET VALUE OF INVESTMENTS
Sales
Purchases at
proceeds
Value as at
cost and
Change in Value as at
and
01/01/2019 derivative
market value 31/12/2019
derivative
payments
receipts
Bonds
Pension funding partnership
Pooled investment vehicles

£’m

£’m

£’m

£’m

1,739

652

(587)

110

1,914

95

-

-

9

104

1,151

273

(157)

94

1,361

65

(34)

13

12

Derivatives (net)

(32)

Insurance policies

218

-

-

9

227

AVC investments

4

-

-

-

4

DC section funds

1

-

-

-

1

3,176

990

(778)

235

3,623

Repurchase agreements (net)

(986)

(1,259)

Cash and cash equivalents

19

40

Dividends and withholding tax

12

8

-

5

2,221

2,417

Other investment balances
TOTAL NET INVESTMENTS

10

£’m

TRANSACTION COSTS

Indirect costs are incurred through the bid-offer spread on investments within the pooled investment vehicles
and charges made within those vehicles.
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11

POOLED INVESTMENT VEHICLES

The holdings of Pooled Investment Vehicles (PIVs) are analysed below:
2019

2018

£’m

£’m

Equities

134

80

Bonds

703

587

-

1

27

34

Fund of hedge funds

170

167

Private debt

137

109

Diversified funds

190

173

1,361

1,151

Property
Commercial real estate debt

At 31 December 2019, the Scheme was the only investor in the Beach Point SCF X Fund, which is one of the
Bond funds shown in the table above. The Fund is open to other investors, but as at the year end, the Scheme
was the only investor.
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12

DERIVATIVES
2019

2018

Assets

Liabilities

Assets

Liabilities

£’m

£’m

£’m

£’m

Forward foreign exchange

24

(2)

1

(8)

Swaps

25

(35)

67

(92)

49

(37)

68

(100)

OBJECTIVES AND POLICIES
The Trustee has authorised the use of derivatives by the investment managers as part of the overall investment
strategy for the Scheme. The main objectives for the use of derivatives and the policies followed during the
year are summarised as follows:






Forward foreign exchange contracts: in order to maintain appropriate diversification of
investments within the portfolio and take advantage of overseas investment returns a proportion of
the underlying investment portfolio is invested overseas. To balance the risk of investing in foreign
currencies whilst having an obligation to settle benefits in Sterling, a currency hedging programme,
using forward foreign exchange contracts, has been put in place to reduce currency exposure of
these overseas investments to the targeted level.
Swaps: The Trustee aims to match the liability-driven element of the investment portfolio with the
Scheme’s long-term liabilities, particularly in relation to their sensitivities to interest rate movements.
Due to the lack of available long-dated bonds the Trustee holds interest-rate and inflation swaps to
extend the duration and match more closely with the Scheme’s liability profile.
Futures: Where cash is held for short-term liquidity, the Trustee has entered into index-based
contracts of equivalent economic value to avoid being “out-of-the-market”.

A summary of the Scheme’s outstanding derivative contracts is set out below:
Forward foreign exchange (all OTC contracts)
No. of
contracts

Expires
within

Currency
Bought ‘m

Currency
Sold ‘m

Asset
Value
£’m

Liability
Value
£’m

Forward

1

1 month

EUR 8

GBP (9)

-

(1)

Forward

1

1 month

GBP 30

EUR (28)

2

-

Forward

7

1 month

GBP 319

USD (297)

22

-

Forward

1

1 month

USD 3

GBP (4)

-

(1)

Total 2019

24

(2)

Total 2018

1

(8)
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12

DERIVATIVES (continued)

Swaps
Notional
Amounts

Asset Value
£’m

Liability
Value

£‘m

Expires

£’m

Inflation rate swaps

81

up to 1 year

-

(1)

Inflation rate swaps

88

1 - 5 years

-

(1)

Inflation rate swaps

17

5 – 10 years

-

-

Inflation rate swaps

18

10 - 15 years

1

-

Inflation rate swaps

64

over 20 years

6

(4)

Interest rate swaps

38

up to 1 year

-

-

Interest rate swaps

145

1 - 5 years

-

-

Interest rate swaps

64

5 - 10 years

-

(1)

Interest rate swaps

37

10 – 15 years

2

-

Interest rate swaps

71

15 – 20 years

4

-

Interest rate swaps

274

over 20 years

12

(19)

Other swaps

42

up to 1 year

-

(9)

Total 2019

25

(35)

Total 2018

67

(92)

For the year ended 31 December 2019, the balance of Exchange Traded Futures is less than £1 million (2018:
less than £1 million).
At 31 December 2019 collateral of £28m (2018: £52m) was held in relation to outstanding derivative contracts.
£14m of this balance was held as cash (2018: £8m) and £14m was held as bonds (2018: £44m).
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13

PENSION FUNDING PARTNERSHIP

Pension funding partnership

2019

2018

£’m

£’m

104

95

The Trustee (on behalf of the Scheme) is a limited partner in the Pension Funding Partnership constituted as the
Taylor Wimpey Scottish Limited Partnership (“SLP”). The SLP owns a £100m loan note issued by Taylor Wimpey
SH Capital Limited (“TWSH”). TWSH’s assets comprise mainly show homes and other approved assets of Taylor
Wimpey. The general partner of the SLP is Taylor Wimpey (General Partner) Limited, a wholly owned subsidiary
of Taylor Wimpey UK Limited. Taylor Wimpey (Initial LP) Limited is the other limited partner in the SLP.
The Scheme receives a regular annual income under the Partnership agreement of c. £5m per annum for 15
years payable during April each year (with nine interest distributions remaining at 31 December 2019) and a
contingent payment in 2028 which is the lower of £100m or the Scheme’s Technical Provisions deficit at the
time.
The Trustee has rights if certain events of default or similar occur. The key right of the Trustee in those events is
to gain control of the SLP and appoint its own general partner to manage recovery of the loan and/or assets of
TWSH with a view to recovering the lower of £100m or the value of the Scheme deficit at the time on a section 75
basis.
The Trustee commissioned Mercer to perform a valuation for financial statements purposes of its interest in the
SLP. The valuation, which uses fair value principles, is based on the present value of expected annual receipts
under the agreement. It uses a stochastic model to project forward the Scheme assets and liabilities through
2028 in order to place a present value on the contingent payment payable in 2028.
In 2019 the value of the property portfolio of TWSH increased to £95.9m (2018: £89.9m), with an additional
cash balance of £16.1m (2018: £22.3m).
Some of the key assumptions used include:
Initial Scheme Deficit

c. £142m

Key Technical Provisions

4.15% p.a. discount rate (pre-retirement)
2.30% p.a. discount rate (post-retirement)

Deficit Repair Payments

£40m p.a. payable in equal monthly instalments from 31 December
2018 up until 31 December 2020. These contributions are subject to
the certain criteria being met in respect of the funding level on a
Technical provisions basis, reviewed quarterly.

Credit Spread

Margin of 3.71% p.a. above gilts.

The Trustee has obtained legal advice which confirms that this investment does not constitute an Employerrelated investment.

39

The Taylor Wimpey Pension Scheme
Notes to the financial statements for the year ended 31 December 2019 (continued)
14

CASH AND CASH EQUIVALENTS

Sterling cash deposits
Foreign currency cash deposits
Cash instruments

2019

2018

£’m

£’m

14

8

2

3

24

8

40

19

Cash Instruments disclosed above are short term funds held by investment managers which are liquid in nature.
15

REPURCHASE AGREEMENTS

In order to manage the Scheme’s economic exposure to interest rates and inflation rates, a liability hedging
programme using Repurchase Agreements (“Repos”) and Reverse Repurchase Agreements (“Reverse
Repos”) has been put it in place. Repos are instruments comprising the sale of assets with an agreement to
repurchase them as a specified later date and at a fixed price. Reverse repos are instruments comprising the
purchase of assets with an agreement to reselling them as a specified later date and at a fixed price. These
help with the efficient hedging of interest and inflation hedging by using leverage.
Repos and reverse repos form part of a liability matching portfolio managed by Insight. The Scheme receives
cash consideration from counterparties in return for the transfer of bonds, which it commits to repurchase for the
consideration received plus accrued interest.
£’m
Cash consideration received in 2019
Accrued interest payable to counterparties

1,259
5
£’m

Amounts payable to counterparties on expiration of
contracts (all due before 5 June 2020)

1,264

As at 31 December 2019, bonds with a market value of £1,192m (2018: £1,026m) were held as part of
repurchase agreements.
In total there are 41 repo contracts with a liability market value of £1,357m (2018: £986m) at the year end. In
addition, there are 3 reverse repo contracts with an asset market value of £98m (2018: £nil) at the year end.
This gives rise to a net repo liability of £1,259m (2018: £986m) at the year end, all repos and reverse repos are
due to be settled within one year.
Any gains and losses from repo contracts are collateralised in order to mitigate counterparty risk. As at 31
December 2019, collateral of £46m (2018: £16m) had been posted by the Scheme in relation to the repos and
reverse repo contracts.
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16

INSURANCE POLICIES

Insurance policies

2019

2018

£’m

£’m

227

218

The Trustee holds annuity policies with Just Group PLC and Standard Life Aberdeen plc that secure the
pensions payable to specified beneficiaries totalling 520 pensioners (2018: 555). These policies have been
valued by the Scheme Actuary.
The valuation is based on financial assumptions set using the same principles as in the Statement of Funding
Principles agreed as part of the 31 December 2016 actuarial valuation, updated to market conditions as at the
year-end. The assumptions were for a post retirement discount rate of 1.75% (2018: 2.30%), RPI of 3.30%
(2018: 3.50%), rate of pension increases based on the Scheme rules as applicable and mortality assumptions
used in the 31 December 2016 actuarial valuation.
17

AVC INVESTMENTS

The Trustee holds assets which are separately invested from the main investments of the Scheme to secure
additional benefits on a money purchase basis for those members electing to pay additional voluntary
contributions.
Members participating in this arrangement each receive an annual statement confirming the amounts held to
their account and movements during the year.
The total amount of AVC investments at the year end as follows:
2019

2018

£’m

£’m

Unit linked

3

3

With profits

1

1

4

4
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CONCENTRATION OF INVESTMENTS

The following investments, excluding UK Government securities, account for more than 5% of the Scheme’s net
assets at the year end:
2019

19

%

2018

Market
Value

Market
Value

£’m

£’m

%

Just Group and Standard Life Aberdeen Annuities

227

9.3

218

9.8

Bridgewater Optimal Portfolio II

199

8.2

179

8.0

AQR Diversified Risk Premia Fund B

190

7.8

173

7.7

Blackstone Partners Offshore Class Q1 Series

170

7.0

167

7.5

Beach Point SCF X LP

137

5.6

119

5.3

Insight MG Libor Plus

150

6.2

115

5.2

Schroder Matching Plus Bespoke Investment 2

134

5.5

80

3.6

FAIR VALUE

The fair value of financial instruments has been prepared using the following fair value hierarchy:
Level 1

The unadjusted quoted price in an active market for identical assets or liabilities which the
entity can access at the assessment date;

Level 2

Inputs other than the quoted prices included within Level 1 which are observable (i.e.
developed for the asset or liability, either directly or indirectly);

Level 3

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

The fair value of finance instruments has been estimated using the following fair value hierarchy:
Level 1

Level 2

Level 3

Total

£’m

£’m

£’m

£’m

Bonds

-

1,914

-

1,914

Pension funding partnership

-

-

104

104

Pooled investment vehicles

-

700

661

1,361

Derivatives

-

12

-

12

Annuities

-

-

227

227

AVC investments

-

4

-

4

As at 31 December 2019

40

-

-

40

Dividends and withholding tax

8

-

-

8

DC Section funds

-

1

-

1

Repurchase agreements

-

(1,259)

-

(1,259)

Other investment balances

5

-

-

5

53

1,372

992

2,417

Cash and cash equivalents
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FAIR VALUE (continued)

As at 31 December 2018

Level 1

Level 2

Level 3

Total

£’m

£’m

£’m

£’m

Bonds

-

1,739

-

1,739

Pension funding partnership

-

-

95

95

Pooled investment vehicles

-

548

603

1,151

Derivatives

-

(32)

-

(32)

Annuities

-

-

218

218

AVC investments

-

4

-

4

Cash and cash equivalents

19

-

-

19

Dividends and withholding tax

12

-

-

12

DC Section funds

-

1

-

1

Repurchase agreements

-

(986)

-

(986)

Other investment balances

-

-

-

-

31

1,274

916

2,221

In respect of the investments quoted at level 3, the key assumptions for the asset back contribution agreement
can be found in note 13 on page 39. The key assumptions underlying the annuity investments held can be
found in note 16 on page 41. Other level 3 investments comprising pooled investment vehicles, have been
valued and assessed as advised by the investment manager.
20

INVESTMENT RISKS

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by
FRS 102 as follows:
Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.
Market risk: this comprises currency risk, interest rate risk and other price risk.


Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in foreign exchange rates.



Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market interest rates.



Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market.

The Trustee determines their investment strategy after taking advice from a professional investment adviser.
The Scheme has exposure to these risks because of the investments it makes in following the investment
strategy set out above. The Trustee manages investment risk, including credit risk and market risk, within an
agreed risk budget which is set taking into account the Scheme’s strategic investment objectives. The
investment objectives and risk budget are implemented through the investment management agreements in
place with the Scheme’s investment managers and monitored by the Trustee through regular reviews of the
investment portfolio.
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20

INVESTMENT RISKS (continued)

Investment Strategy
The Trustee and ISC have adopted a Pensions Risk Management Framework, which is used to monitor and
report on the Scheme’s key investment objectives on a regular basis. These objectives include the required
returns to meet the Scheme’s investment objective, the expected returns of the Scheme’s assets, two risk
metrics (“Fund Ratio and Risk” and “Value at Risk”), interest rate and inflation hedge ratios and liquidity and
collateral metrics. The Scheme selects its investments in order to most appropriately fulfil the Scheme’s
objectives.
Further information on the Scheme’s investment strategy is set out in its Statement of Investment Principles
(“SIP”).
(i)

Credit risk

The Scheme is subject to credit risk because the Scheme has holdings in Annuities, Cash balance held with
banks, Absolute Return Credit, Multi-Class Credit, Direct Lending and Opportunistic Illiquid Credit.
Credit risk on the Schroders Aggregate Bond, Insight LDI holdings is direct as the underlying bonds are held in
a segregated account, 100% of these holdings are invested in investment grade credit. Credit risk on the
annuities is direct. Credit risk on the other relevant mandates is indirect through holdings in credit unrated
pooled vehicles. Credit risk on the underlying holdings is managed by the relevant asset managers through both
in-house credit assessments and review of external credit rating reports.
The Trustee 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 from pooled investment vehicles is mitigated by the underlying assets of the pooled
arrangements being ring-fenced from the pooled manager, the regulatory environments in which the pooled
managers operate and diversification of investments amongst a number of pooled arrangements. The Trustee
carries out due diligence checks on the appointment of new pooled investment managers and on an ongoing
basis monitor any changes to the operating environment of the pooled manager.
Counterparty credit risk also arises from entering into derivative contracts as part of the LDI hedging
programme. This is mitigated by daily collateralisation, by diversifying exposure across a number of
counterparties and by the LDI manager’s ongoing assessment of the credit worthiness of each counterparty.
The SLP holds an intercompany loan note issued by Taylor Wimpey SH Limited (“TWSH”) and is therefore
exposed to counterparty credit risk relating to this entity. Repayments on the loan note are backed by rental
income paid by TWUK on TWSH’s property assets and therefore the SLP has indirect credit risk to TWUK.
Certain covenants associated with this note protect the Scheme against alternative claims on TWSH’s assets in
an event of default. Credit risk is primarily mitigated through the Trustee ability to gain control of TWSH in such
an event of default and monetise its assets.
The Scheme invests in annuity policies and is therefore directly exposed to credit risk in relation to the solvency
of the annuity providers. Direct credit risk arising from annuity policies is mitigated by the regulatory
environments in which the provider operates. The Trustee reviews the financial strength of the annuity provider
on a regular basis.
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20

INVESTMENT RISKS (continued)

(iv)

Other price risk

Other price risk arises principally in relation to its holdings in the Fund of Hedge Funds, Commercial Real Estate
Debt, Property, Diversified Risk Premia, The PFP and volatility Controlled Equities. These risk are mitigated via:

21

22



Majority of the current equity exposure is obtained via a volatility-controlled approach. The strategy has
a 10% volatility target and the amount of equity exposure is adjusted to achieve this target. In less
volatile markets, the equity holding is increased and in more volatile markets, the equity exposure is
reduced.



This strategy is implemented with a put option in place which provides downside protection against a
sudden fall in equity markets.



The Trustee has taken steps to diversify the return-seeking allocation through multiple different risk
seeking assets to reduce the overall reliance on equity markets to generate returns.



The SLP is indirectly subject to residential real estate and office pricing risk since in an event of default,
this would drive the expected recovery amount. However, under various covenants of the arrangement
there are minimum requirements on the value of the property portfolio to ensure that there is sufficient
collateral in the arrangement.
INVESTMENT MANAGEMENT EXPENSES

2019

2018

£’m

£’m

Administration, management & custody

5

4

Investment consultancy fees

1

1

6

5

CURRENT ASSETS

Pensions paid in advance
Cash balances

2019

2018

£’m

£’m

3

3

10

11

13

14
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24

CURRENT LIABILITIES

2019

2018

£’m

£’m

Accrued expenses

1

1

HM Revenue & Customs

1

1

2

2

EMPLOYER RELATED INVESTMENTS

The Scheme is invested in accordance with the Occupational Pension Schemes (Investment of Scheme’s
Resources) Regulations 1992, and there is no self-investment in the Scheme (that is, investment in the shares,
loans or property of the Principal Employer).
The value of the Scheme’s pooled investment vehicles which held Taylor Wimpey equity shares is nil% (2018:
nil%)
25

RELATED PARTY TRANSACTIONS

Key Management Personnel of the Scheme
Capital Cranfield Pension Trustees Limited and The Law Debenture Pension Trust Corporation plc together
received fees totalling £95,010 (2018: £110,812). Trustee Directors also received a refund of expenses
incurred.
A L Edgeworth and D J A Mac Daid are Trustee Directors who were also pensioner members of the Scheme
during the year. They are entitled to benefits in accordance with the normal Rules of the Scheme.
P Wright’s spouse was a pensioner member of the Scheme during the year.
Other Related Parties
The Scheme entered into the Pension Funding Partnership during 2013. See note 8 for details of the income
generated by this related party.
26

CONTINGENCIES AND COMMITMENTS

COMMITMENTS
Capital committed to Ares was 62m EUR, 53.3m EUR has currently been called (leaving EUR 8.7m uncalled).
The fund's reinvestment period ended on March 2017 and so will not be calling the remaining EUR 8.7m and will
be focusing on returning capital to investors.
The Scheme has committed USD 63m to the Highbridge Private Loans Opportunity Fund which has a remaining
commitment of USD 7.8m (the Scheme is still liable to be drawn for the remaining commitment until Q3 2020),
the funds will be returned back to the Scheme over the next 3 years.
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CONTINGENCIES AND COMMITMENTS (continued)

COMMITMENTS (continued)
The Scheme has committed £35.5m to the M&G Senior Commercial Loan Fund I which has been fully drawn, the
remaining capital will be returned back to the Scheme over the next year.
The Scheme has committed £8.25m to the M&G Red II, whilst the fund has ended its investment period, should
it be required, the Scheme is still liable to be drawn for the remaining commitment of £0.4m for the purpose of
paying the expenses and liabilities of the fund. Capital will be returned to the Scheme over the next year.
The Scheme has committed £8.25m to the M&G Red III, whilst the fund has ended its investment period, should
it be required, the Scheme is still liable to be drawn for the remaining commitment of £0.8m for the purpose of
paying the expenses and liabilities of the fund. Capital will be returned to the Scheme over the next year.
The Scheme has committed USD 145m to the KKR Private Credit Opportunities Partners ll Fund. This fund will
be drawing the remaining commitment of USD 43.4m from the Scheme over the next year, whilst distributing
returns back to the Scheme over a 6 year period.
CONTINGENCIES
On 26 October 2018, the High Court handed down a judgment involving the defined benefit pension schemes
sponsored by the Lloyds Banking Group. The judgment concluded that occupational pension schemes that were
previously contracted-out of SERPS (the State Earnings-related Pension Scheme) should be amended to
equalise pension benefits for men and women in relation to guaranteed minimum pension benefits. The issues
determined by the judgment set a legal precedent that will apply to many other defined benefit pension
schemes. Under the judgement, affected schemes are required to backdate benefit adjustments in relation to
GMP equalisation and provide interest on the backdated amounts.
The Trustee is aware that as the Scheme was previously contracted-out, the High Court judgment is likely to
impact on certain benefits payable by the Scheme. Whilst the Trustee has conducted an initial review of the
issue with its advisers, the Trustee and Employer have not agreed the equalisation methodology to be used and
further clarification on certain legal aspects of the judgement is awaited from the High Court. The Trustee is
therefore not currently in a position to obtain a reliable estimate of the backdated benefits and related
interest. These will be considered in greater detail during 2020 after which decisions will be made as to the next
steps. As a result, the cost of backdating pension benefits and related interest have not been recognised in
these financial statements. They will be recognised once the Trustee is able to reach a reliable estimate. In any
event, the amounts are not expected to be material in the context of the Scheme’s financial statements.
In the opinion of the Trustee, the Scheme had no other contingent liabilities at 31 December 2019 (2018: nil).
27

SUBSEQUENT EVENTS

Since the year-end, consequent on the global impact of the Covid-19 pandemic, the value of investment assets
and liabilities (across all categories) have been impacted. This is a non-adjusting subsequent event, as it does
not impact the valuation of assets as at the year end date. It is not possible, at this time, to quantify the change
in market value in a meaningful way, due to ongoing volatility as the situation is fluid and unpredictable. As a
result of this, the Trustee Board and Employer agreed to make changes to the contributions payable by the
Employer, details of which can be found in note 4.
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Section 6 – Independent Auditors’ Statement about
Contributions to the Trustee of The Taylor Wimpey Pension
Scheme
Statement about contributions
Opinion
In our opinion, the contributions payable under the Schedule of Contributions for the Scheme year ended 31
December 2019 as reported in The Taylor Wimpey Pension Scheme’s summary of contributions have, in all
material respects, been paid in accordance with the Schedule of Contributions certified by the Scheme Actuary
on 13 February 2018.
We have examined The Taylor Wimpey Pension Scheme’s summary of contributions for the Scheme year
ended 31 December 2019 which is set out on the following page.
Basis for opinion
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 in accordance with the relevant
requirements. This includes an examination, on a test basis, of evidence relevant to the amounts of
contributions payable to the Scheme under the Schedule of Contributions and the timing of those payments.
Responsibilities for the statement about contributions
Responsibilities of the Trustee in respect of contributions
As explained more fully in the statement of Trustee Responsibilities, the Scheme’s Trustee is 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 Scheme by Employers in accordance with relevant
requirements.
Auditors’ responsibilities in respect of the statement about contributions
It is our responsibility to provide a statement about contributions and to report our opinion to you.
Use of this report
This report, including the opinion, has been prepared for and only for the Trustee as a body in accordance with
section 41 of the Pensions Act 1995 and for no other purpose. We do not, in giving this opinion, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or into whose
hands it may come save where expressly agreed by our prior consent in writing.

PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Watford
Date 26 June 2020
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Section 9 - Chairman’s Statement regarding DC governance
for the year ended 31 December 2019
Introduction
I, along with my fellow Trustees, are responsible for looking after the money you and other members have
invested in our Scheme.
The Scheme principally provides pension benefits which are calculated by reference to a member's service and
salary. However, a small proportion of the Scheme's assets provide benefits on a defined contribution basis.
This means that benefits are provided from a policy, the value of which is determined by member contributions
and investment performance. In this Statement and the Appendix, we will use the term 'defined contribution
elements' to collectively refer to these benefits.
The Scheme's defined contribution elements consist of two policies that make up the George Wimpey Money
Purchase Section of the Scheme (the "DC policies") and a number of additional voluntary contribution ("AVC")
policies. The defined contribution elements of the Scheme are all legacy arrangements and no further
contributions are being made.
As no contributions have been made to the DC or AVC sections of the Scheme after 6 April 2015, there is no
requirement for the Trustees to provide a default fund. Furthermore, these arrangements make up less than
0.3% of the Scheme's total assets (c.£5 million). Therefore, the Trustees have taken a proportionate approach
when assessing these defined contribution elements.
The charges and costs borne by members
The charges for the Scheme's DC policies were in a range from 0.50% to 1.50% and the charges for the
Scheme's AVC policies were in a range from 0.125% to 1.09% (see Schedule 1 of the Appendix for further
details).
Some funds in the AVC policies do not have explicit charges, in particular With Profits funds. These have not
been accounted for in the range of charges above.
Annual assessment of value for members
With the help of our advisers, the Trustees have carried out an annual assessment of how the Scheme's
defined contribution elements compare to other similar schemes and whether they provide value for members.
The Trustees look at both the quality of these services as well as the costs and charges members pay. The
Trustees have concluded that in the year to 31 December 2019, the defined contribution elements in the
Scheme gave below average value for members.
The action being taken by the Trustees to improve value for members
During the last year the Trustees have sought to improve the Scheme's value for members by starting a project
to assign the DC policies to individual members and to consolidate the historic AVC policies to one provider,
where possible. As a result, the Trustees believe better value for members, including lower charges and better
quality services, will be achieved.
During 2020, the Trustees will continue to improve the Scheme's value for members by completing the
assignment of the DC policies to individual members (eventually winding up the George Wimpey Money
Purchase Section) and finalising the consolidation of the historic AVC policies to one provider, where possible.
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Financial transactions were carried out promptly and efficiently
The Trustees monitored the performance of the Scheme's administration against the agreed service levels.
There were no issues with the Scheme's day to day administration in the last year. Over the Scheme year,
some of the historic AVC policies were transferred to a new policy with Legal & General. Affected members
were informed of the changes and there were no issues with the transitions.
How the Trustees have kept their knowledge of pension matters up-to-date
The Trustees undertook regular training throughout the year to help maintain their knowledge of pension
matters. In particular, the Trustees receive ad hoc training during meetings that may cover topical DC issues.
The Appendix goes into more detail about how we have managed the Scheme in the last year. If you have any
questions on its contents, please contact the Scheme Administrator (Taylor Wimpey Scheme Administrator,
Hymans Robertson, 20 Waterloo Street, Glasgow, G2 6DB. T: 0141 566 7578, e-mail:
taylorwimpey@hymans.co.uk).

For the record
This Annual Statement regarding governance has been prepared in accordance with:
Regulation 23 of the Occupational Pension Schemes (Scheme Administration) Regulations 1996 (SI
1996/1715) as amended by the Occupational Pension Schemes (Charges and Governance) Regulations
2015 (SI 2015/879); and
The Occupational Pension Schemes (Administration and Disclosure) (Amendment) Regulations 2018 (SI
2018/233).
Signed on behalf of the Trustees by:

A L Edgeworth
Chairman of the Trustees of the Taylor Wimpey Pension Scheme
Date:
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Appendix to the annual statement by the Chair of the Trustees
for the year to 31 December 2019
Section 1:

Introduction

The Scheme's defined contribution elements consist of two policies that make up the George Wimpey Money
Purchase Section of the Scheme (the "DC policies") and a number of additional voluntary contribution ("AVC")
policies. The benefits are held with the following providers:
DC Policies


Utmost Life and Pensions (previously held with Equitable Life)



Aviva

The DC policies do not have a default arrangement because no contributions have been made to them since 6
April 2015. Consequently, we have not appended the Scheme's Statement of Investment Principles but details
of the funds that members were invested in over the year are outlined below:


Aviva Pension Cash Fund



Aviva Pension Managed Fund



Aviva Pre-retirement Fixed Interest Fund



Equitable Life With Profits Fund



Equitable Life Money Fund

AVC Policies


Utmost Life and Pensions (previously held with Equitable Life)



Aviva



Prudential Assurance Company Limited (Prudential)



Legal and General Investment Management (L&G)



Standard Life Assurance Company (Standard Life)



Clerical Medical Investment Group Limited (Clerical Medical)



Zurich Assurance Limited (Zurich)

There is no default arrangement for the AVC arrangements. Details of the funds available are outlined in
Schedule 1 to this Appendix.
In December 2019, the unit-linked AVCs held with Equitable Life and L&G were transitioned to a new AVC
policy held with L&G – the Trustees chosen AVC consolidation provider. As at 31 December 2019, there were
no longer any unit-linked AVCs held with Equitable Life or in the legacy L&G policy.
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Introduction (continued)

On 1 January 2020, the AVC With Profits funds and the DC With Profits and unit-linked funds held with
Equitable Life were transitioned to Utmost Life and Pensions as part of the sale of Equitable Life to Utmost Life.
Following the transition, the unit-linked funds invested with Equitable Life were switched into similar unit-linked
funds with Utmost. The With-Profits funds invested with Equitable Life were switched into the Secure Cash
Fund.
During Q1 2020, the unit-linked AVCs held with Clerical Medical, Prudential, Aviva and Standard Life together
with the Zurich With Profits AVCs were also transitioned into the new AVC policy held with L&G. At the time of
writing this Statement, there are no longer any AVC policies held with Clerical Medical, Aviva or Zurich.
The Trustees agreed to meet the transition costs incurred by members from these transitions out of Scheme
assets to ensure that members were not adversely impacted.
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Section 2:

Charges and transaction costs for the defined contribution elements

Members bear the full costs of the investment and transaction charges for the DC and AVC policies. However,
any transition costs relating to the consolidation of the AVC policies to L&G will be met by the Scheme.
The presentation of the charges and transaction costs, together with the projections of the impact of charges
and costs, have taken into account the statutory guidance issued by the Department for Work and Pensions in
September 2018. The Trustees have not deviated from the statutory guidance when preparing this Chair’s
Statement.
Charges
The charges quoted in this statement are the funds' Total Expense Ratios ("TERs"). The TER consists of a
fund's Annual Management Charge ("AMC") and Operating Costs and Expenses ("OCE"). OCEs include, for
example, the fund's custodian costs. While the AMC is usually fixed, the OCE, and hence the TER, can vary
slightly from day to day.
The Scheme is not a qualifying scheme for automatic-enrolment purposes and so is not subject to the charge
cap. The Trustees note that some of the funds in which members are invested have charges that are higher
than 0.75% p.a. and this is a contributory factor in the Trustees’ intention to assign the DC policies to individual
members and consolidate the AVC policies.
Transaction costs
The funds' transaction costs are in addition to the funds' TERs and can arise when:


The fund manager buys or sells part of a fund's portfolio of assets; or



The platform provider or fund manager buys or sells units in an underlying fund.

Transaction costs vary from day to day depending on where each fund is invested and stock market conditions
at the time. Transaction costs can include: custodian fees on trades, stockbroker commissions and stamp duty
(or other withholding taxes).
Transaction costs are taken into account when the funds' unit prices are calculated. This means that transaction
costs are not readily visible, but these costs will be reflected in a fund's investment performance.
The FCA requires fund managers and providers to calculate transaction costs using the "slippage method",
which compares the value of assets immediately before and after a transaction has taken place. This can give
rise to negative transaction costs where favourable stock market movements during a transaction offset the rest
of the trading costs (such as stockbroker commission).
DC Policies
Charges
Over the year to 31 December 2019, the Scheme had two separate polices with Equitable Life (now Utmost Life
and Pensions) and Aviva. Members were invested in five different funds under these policies, including
Equitable Life's With Profits fund.
The charges for these funds were in a range from 0.50% to 1.50% of the amount invested or, put another way,
in a range from £5.00 to £15.00 per £1,000 invested. The Trustees have been unable to obtain the charges for
the Equitable Life and Aviva funds over the full Scheme year but will continue to request this information
Further details are set out in Schedule 1a.
No contributions were paid into these policies over the year and so there were no contribution related charges.
The table in Schedule 1a gives the charges for each fund members are invested in.

57

The Taylor Wimpey Pension Scheme
Section 2:

Charges and transaction costs for the defined contribution elements (continued)

Transaction costs
The Trustees have requested transaction cost information from Utmost Life and Pensions and Aviva, but note
they have only received the requested cost and charges up to 30 September 2019 from both providers. The
Trustees note the Regulator’s requirements and have therefore instructed Hymans Robertson to continue to follow
up with the providers on a regular basis on their behalf in order to obtain this information.
The table in Schedule 1a shows the transaction costs for each of the funds in the DC policies.
Additional Voluntary Contributions ("AVCs")
There are a number of members within the Scheme who have legacy AVC policies. The Scheme's AVCs are
provided by the following investment managers:


Utmost Life and Pensions (previously held with Equitable Life)



Aviva



Prudential Assurance Company Limited (Prudential)



Legal and General Investment Management (L&G)



Standard Life Assurance Company (Standard Life)



Clerical Medical Investment Group Limited (Clerical Medical)



Zurich Assurance Limited (Zurich)

Contributions are no longer being paid into these AVC policies.
Charges
During the Scheme year the charges for the historic funds in the AVC policies were in a range from 0.125% to
1.09% of the amount invested or, put another way, in a range from £1.25 to £10.90 per £1,000 invested. The
providers have not been able to provide full details of the charges that applied over the year, but the Trustees
note the Regulator’s requirements and will therefore continue to request this information.
There were no contribution related charges as no contributions have been paid into the funds over the year.
The table in Schedule 1b gives the charges for each of the funds within the AVC policies.
Transaction costs
The Trustees have requested transaction costs from the AVC providers but have not yet received full information.
The Trustees note that there is difficulty across the pensions industry obtaining transaction cost information,
particularly for With Profits funds. The Trustees note the Regulator’s requirements and therefore have instructed
Hymans Robertson to continue to follow up with the providers on a regular basis on their behalf in order to obtain
this information.
The table in Schedule 1b gives the transaction costs for each AVC fund.
With Profits
Over the Scheme year, some members were invested in With Profits Funds with Equitable Life, Prudential,
Zurich and Standard Life. The charges and transaction costs for With Profits Funds are deducted from the
overall fund before bonus rates are set for all policyholders. As a result, it is difficult to assess the Value for
Members of With Profits Funds because:


Investment returns, charges and costs are pooled across all policyholders; and



Each member will have a different perception of the value of the guarantees.
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Charges and transaction costs for the defined contribution elements (continued)

Missing information
Despite requesting information on a number of occasions, the Trustees have been unable to obtain certain
information from some of the providers as follows:


Up to date fund charges, performance and information for all the funds within the DC policies held with
Equitable Life;



Up to date fund charges, performance and information for all the funds in the AVC policies held with
Equitable Life;



Up to date transaction costs information for the AVC and DC policies held with Aviva;



Up to date transaction costs information for one of the Clerical Medical AVC funds;



Fund performance, charges and transaction costs for the AVC funds held with Zurich;



Transaction costs for the AVC fund held with Legal & General;



Up to date transaction cost information for the AVC policies held with Prudential; and



Up to date illustrations for the most popular AVC funds from Equitable Life and Aviva.

The Trustees are taking the following steps to obtain the missing information for the future:


The Trustees requested the missing information from the providers and shall continue to follow up with
providers on a regular basis;



The Trustees are monitoring the provider's progress on implementing the FCA rules on transaction cost
disclosure which came into force on 3 January 2018; and



The Trustees are aware that these issues currently affect many pension schemes but are slowly being
resolved by providers. As a result, the amount of comparative information available should improve over
the next few years.

Impact of costs and charges
The Trustees have asked the Scheme's DC and AVC providers to illustrate the impact over time of the costs and
charges borne by members. Illustrations were requested from all providers but have only been provided by Utmost
Life and Pensions and Aviva. These illustrations cover the most popular DC and AVC funds which are set out in
Schedule 2.
The tables in Schedule 2 to this Appendix show these figures for the DC funds and some of the most popular
AVC funds with differing levels of investment risk, together with a note of the assumptions used in calculating
these illustrations. These illustrations show projected fund values in today’s money before and after costs and
charges for a typical member at various stages up to retirement.
As an example, for a member who invested in the Aviva Managed Fund for one year with a starting pot of £0, the
level of charges and costs seen after 20 years would reduce their projected pot value at retirement in today’s
money from £28,400 to £26,500.
Please note: These illustrated values are not guaranteed and may not prove to be a good indication of how your
own savings might grow.
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Section 3:

Value for Members

Each year the Trustees carry out an assessment of whether the charges and transaction costs which are borne
in full or in part by members, represent good value for members.
The Trustees' definition of 'value for members', in line with the Pensions Regulator's ("TPR") guidance, is one in
which the defined contribution elements in the Scheme provide good value to members, when compared with
other options available in the market.
Value is not simply about low cost – the Trustees also consider the quality of the services which members pay
for. With the help of their advisers, the Trustees have compared the charges and costs as well as the quality of
the services (including, but not limited to suitability of investment, options and investment governance) against
other similar schemes.
Value for Members rating: Below Average
"Below Average" corresponds to providing similar services at a higher cost for similar quality compared with
other typical options or similar schemes.
Given that members only pay for investment management services, the Value for Members assessment is
based on investment charges and transaction costs.
The Trustees believe that the overall Value for Members assessment of the Scheme for the year ending 31
December 2019 was "Below Average" due to higher investment charges on the majority of funds and some
funds performing below their benchmarks.
The Scheme's defined contribution elements are all legacy arrangements which no longer receive ongoing
contributions. Furthermore, these arrangements make up c.0.2% of the Scheme's total assets. Therefore, the
Trustees have taken a proportionate approach when assessing these benefits. In particular, the Trustees have
considered only the investment aspects of the defined contribution elements on this occasion. Other aspects,
such as communications, administration, etc were deemed immaterial as these policies represent only a very
small element of the overall Scheme.
DC Policies
The George Wimpey Money Purchase Section consists of two policies held with Utmost Life and Pensions
(previously held with Equitable Life) and Aviva. These policies are legacy arrangements into which contributions
are no longer being paid. The charges for the funds in which members are invested range from 0.50% to 1.50%
p.a. The Trustees note that, although the Scheme is not a qualifying scheme for auto-enrolment purposes and is
therefore not subject to the charge cap, some of the charges on the funds are higher than 0.75%. The providers
have not been able to provide full details of all the charges and transaction costs that applied over the year, but
the Trustees will continue to request this information (see Schedule 1a for further details).
Over the Scheme year to 31 December 2019, some of funds have performed below their benchmarks. The
Trustees will continue to monitor performance over the next Scheme year where relevant.
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AVC Policies

Value for Members (continued)

The Scheme also holds a number of historic AVC policies for members within the Scheme. These funds are
also historic arrangements into which contributions are no longer being paid. The charges for the AVC funds
range from 0.125% to 1.09% p.a. The Trustees note that some of these charges are also over the charge cap
for auto-enrolment, although this is not actually applicable to the arrangement. The providers have not been
able to provide full details of all the charges and transaction costs that applied over the year, but the Trustees
will continue to request this information (see Schedule 1b for further details).
Performance for the funds in the AVC policies has been mixed over the longer-term (three and five year
periods). Although some of the funds have performed well and above their benchmarks, others have fallen
behind their benchmarks.
Further information on the AVCs held by the Scheme is detailed on page 6 of this Appendix.
Information on the With Profits funds held by the Scheme are detailed on pages 6 and 7 of this Appendix.
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Section 4:

Processing financial transactions and administration

Following a review in 2016, the Trustees appointed Hymans Robertson in April 2017 to carry out the
administration of the DC policies and AVCs alongside the administration of the final salary benefits in the
Scheme. The Trustees monitored core financial transactions during the year including payments of benefits
(including retirements and outward transfers of funds). Hymans Robertson are not aware of any inward transfers
of funds, investment of contributions or switches between investment contributions over the year.
The Trustees have a service level agreement in place with Hymans Robertson which covers:


Provision of retirement pack and quotation of benefits - within 7 working days;



Payments of benefits - within 7 working days;



Responding to members enquiries - within 5 working days; and



Provision of statements upon request - within 7 working days.

Hymans Robertson aim to ensure that above 95% of all these processes are completed within these service levels
in respect of the timeliness and accuracy of core financial transactions. Over the year service levels were met in
relation to the payment of benefits and therefore the Trustees are satisfied that the Scheme processed core
financial transactions in an accurate and timely manner.
The Trustees understand that Hymans Robertson monitors its performance against these service levels by:


Monitoring compliance with ISO 27001;



Maintaining accreditation with the Pensions Administration Standards Association ("PASA");



Monitoring daily workflow items. This includes the establishment of a shared mailbox that is reviewed on
at least a daily basis, the logging of work items and post into a workflow management system, a peer
review system for all items of work completed, dual authorisation for all payments out of the Scheme
and the daily monitoring of the Scheme bank account;



Regular internal audits of administration procedures; and



Reviewing the level, causes and resolution of complaints.

The Trustees monitored core financial transactions and agreed service levels during the year by:


Receiving quarterly reports from Hymans Robertson on the processing of financial transactions and
other administration processes against the agreed service levels;



Receiving reports from the Scheme's Auditor; and



Considering member feedback (where given) including any complaints.

Overall, the Trustees are satisfied that during the year:


Core financial transactions were processed accurately, promptly and efficiently; and



The wider administration of the Scheme achieved the agreed service standards.

63

The Taylor Wimpey Pension Scheme
Section 4:

Processing financial transactions and administration (continued)

The Trustees are satisfied that no issues arose during the Scheme year in respect of core financial transactions
and will continue to ensure that transactions are monitored going forward.
Additionally, there were no issues with the transition of the legacy AVC arrangements to the new AVC policy
with Legal & General.
Security of assets
The situation regarding the security of where pension contributions are invested is complex. It can vary from
scheme to scheme and from fund to fund. To date there have only been a few instances where members of
schemes such as ours have seen their benefits reduced as a result of financial failure of a provider or fund
manager.
The Trustees have reviewed the structure of the funds used within DC and AVC policies. The Trustees believe
that the current structures are appropriate for members when compared to other possible structures.
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Section 5:

Trustees knowledge and understanding

The Trustees' current practices to maintain and develop their level of knowledge and understanding of matters
relating to the Scheme (in accordance with sections 247 and 248 of the Pensions Act 2004) and to ensure they
are able to properly exercise their functions are:




The Trustees have an induction process in place for newly appointed Trustees.
o

Each new Trustee is provided with a copy of the Scheme's Trust Deed and Rules, the current
Statement of Investment Principles, the Scheme's most recent Report and Accounts, key
funding documents and the Trustees’ conflicts policy. New Trustees are expected to familiarise
themselves with these documents as soon as possible.

o

Newly appointed Trustees are expected to complete the Pensions Regulator's "Trustee Toolkit"
within a reasonable period of time after becoming a Trustee Director and they are encouraged
to attend a Trustee Training Day hosted by our legal advisers, CMS Cameron McKenna
Nabarro Olswang (“CMS”).

Trustees are expected to have a working knowledge and understanding of the Scheme's Trust Deed
and Rules and the Statement of Investment Principles as well as the investment concepts relevant to
the Scheme, in order to properly exercise their functions as Trustees.
o

Each Trustee has access to a copy of the Scheme’s Trust Deed and Rules, the current
Statement of Investment Principles and other governing documentation via the Scheme's
electronic board papers solution. The Trustees must familiarise themselves with these in order
to ensure that they have a sufficient working knowledge of their application to the Scheme.
Where changes are made, each Trustee is made aware of those changes and the changes are
explained to them at a meeting of the Trustees with the opportunity for the Trustees to ask
questions and raise queries.

o

Whilst most of the Scheme documentation is available electronically, all Trustees are able to
request copies of any Scheme documentation from the Secretary to the Trustees and are able
to raise queries at any time regarding the Scheme’s governing documentation with the
Secretary to the Trustee and the Trustees' legal advisers.

o

The Trustees are encouraged to request additional information and/or training on the Scheme's
Trust Deed and Rules, Statement of Investment Principles and other documentation at any
time.
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Trustees knowledge and understanding (continued)

During the year the Trustees undertook a trustee effectiveness survey with assistance from the Scheme's
actuarial adviser. The survey evaluated the Trustees' views on a range of topics to evaluate the effectiveness
of the Trustee board as a whole, including the knowledge and understanding of the Trustees. The collated
results were reviewed at the Trustees' November board meeting and showed a high governance score based
on the responses received.
The Trustees have appointed suitably qualified and experienced actuaries, legal advisers, investment
consultants and benefit consultants to provide advice on the operation of the Scheme in accordance with its
Trust Deed and Rules, legislation and regulatory guidance. The Trustees regularly review the effectiveness of
their advisers and also periodically review the appointment of its advisers. For example, the Scheme
administrators and the Company Pension Team were each required to complete an adviser review during the
Scheme year.
The Trustees appointed Hymans Robertson as the Scheme administrators with effect from 1 April 2017. The
Trustees appointed Hymans Robertson as their DC governance adviser during 2018 to advise on the project to
review the DC and AVC polices as well as to complete the annual Value for Members assessment and Chair's
Statement.
As a result of these reviews, the Trustees are satisfied that during the last year they have:
a) Taken effective steps to maintain and develop their knowledge and understanding; and
b) Ensured they received suitable advice during the year.
The Trustees are satisfied that the combination of their knowledge and understanding together with access to
suitable advice enabled them to properly exercise their duties during period covered by this Statement.
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Section 6:

Action plan

During the last year the Trustees progressed assigning the DC policies to individual members and consolidating
the Scheme’s AVC policies to one provider where possible, to improve value for money.
During 2020, the Trustees intend to carry out the following:


Improve Value for Members by finalising the consolidation of the Scheme's unit-linked and Zurich With
Profits AVC policies to Legal & General (including those now held with Utmost Life and Pensions);



Assign the DC policies (currently held with Aviva and Utmost Life and Pensions) to individual members
via a section 32 trustee buy-out policy. On completion of the buy-out there will be no further benefits
remaining in the George Wimpey Money Purchase Section of the Scheme; and



Arrange for the publication of this Statement in a publicly searchable location on the internet with a note
of this location in the annual newsletter.
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Notes
1

ISIN = the International Securities Identification Number unique to each fund. Note, Equitable Life do not use ISIN codes, so the funds Citicodes are shown
instead.
2 Charge

= the funds' Total Expense Ratio ("TER"), which includes the funds' Annual Management Charge ("AMC") and Operating Costs and Expenses.

3 Some

charges are not available, primarily for With Profits Funds. The charges for these funds are not disclosed, but are subject the limits set in the Court
"Scheme of Demutualisation". It should be noted that the implicit charges for the With Profits Fund cover the cost of guarantees and reserving as well as
investment management and administration. The Prudential Deposit Fund does not have an implicit charge.
4

A mono-charging structure applies to the member invested in Clerical Medical. The charge is 0.50% in total.

5 Some

of the transaction costs provided by Aviva do not include the transaction costs for all underlying funds as Aviva were unable to obtain this information.
Aviva have been unable to provide transaction costs for some of the funds as they have been unable to obtain transaction costs for any of the underlying funds.
6 Members

with AVCs invested with Standard Life benefit from a discount of 0.175%-0.375%, which is deducted from the TERs of the funds they are invested
in (excluded any With Profits funds).
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Notes on illustrations
The following assumptions have been used in the above illustrations:
Equitable Life


The starting pot size is assumed to be £1,000 for each fund for a Male age 50.



Inflation is assumed to be 2.5% p.a.



The projected growth rate for the With Profits fund is 3.5% pa, the Managed, Pelican and Far Eastern funds is 4.5% p.a. and the Money fund is
0.75% p.a.



The Scheme has a guaranteed roll-up rate of 3.5% p.a. for the With-Profits fund.



Projected pension pot values are shown in today’s terms and do not need to be reduced further for the effect of future inflation.

Aviva


The starting pot sizes for Pre-retirement Fixed Interest Fund, Cash Fund and Managed Fund are assumed to be £0.



Contributions of £100 are assumed to be paid monthly, increasing annually in line with inflation.



Inflation is assumed to be 2.5% p.a.



The rate of increase in costs and charges is 0% p.a.



The projected nominal growth rates are 2.5% p.a. for the Pre-retirement Fixed Interest fund, 1.5% for the Cash fund and 4.3% p.a. for the Managed
fund.



The figures illustrate the pension pot value in today’s money which means they take inflation into account.
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Notes on illustrations (continued)
Please also note that the illustrations:


are estimates using assumed rates of future investment returns and inflation which may not be borne out in practice;



use assumptions that may differ in the future to reflect changes in regulatory requirements or investment conditions;



will be affected by future, and as yet unknown, changes to the Scheme’s investment options;



are not guaranteed;



depend upon how far members are from retirement and if the funds used change over time; and



may not prove to be a good indication of how your own savings might grow.
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