
 

Sony Music UK Pension Plan (the “Plan”) 

Annual Implementation Statement (the “Statement”) 

 
Introduction 

This statement, provided for the benefit of the Plan’s members, sets out how, and the extent to which, the 

Statement of Investment Principles (“SIP”) produced by the Trustees has been followed during the year 

to 31 March 2021. The SIP is a document drafted by the Trustees in order to help govern the Plan’s 

investment strategy. It details a range of investment-related policies, a summary of which is included 

below alongside the relevant actions taken by the Trustees in connection with each of these policies. 

 

This statement has been produced in accordance with The Pension Protection Fund (Pensionable 

Service) and Occupational Pension Schemes (Investment and Disclosure) (Amendment and Modification) 

Regulations 2018 and the subsequent amendment in The Occupational Pension Schemes (Investment 

and Disclosure) (Amendment) Regulations 2019 and the guidance published by the Pensions Regulator.  

 

Investment Objectives of the Plan 

The Trustees believe it is important to consider the policies in place in the context of the investment 

objectives they have set.  The objectives of the Plan included in the SIP are as follows: 

 

The Trustees’ objective is to invest the Plan’s assets in the best interest of the members and beneficiaries, 

and in the case of a potential conflict of interest, in the sole interest of the members and beneficiaries. 

Within this framework the Trustees have agreed a number of objectives to help guide them in their 

strategic management of the assets and control the various risks to which the Plan is exposed. The 

Trustees’ primary investment objectives for the Plan are as follows:  

 

The DB Section  

 The Trustees recognise that their primary duty is to the members and that the investment strategy 

should be set in their interests. The DB Section of the Plan is fully funded on a Technical 

Provisions basis and investment risk has been mitigated to a large extent through implementation 

of a buy-in policy covering 100% of the DB Section’s liabilities.  

 

The VIP Plan -– AVC’s for the DB Section and DC Section respectively  

 The Trustees’ primary objective with regard to the VIP Plan is to provide a range of cost effective 

investment options so that members’ and company contributions can be invested to provide a 

balance between growth in capital values and security of capital value.  

 

 

 



 

Review of the SIP 

During the year, the Trustees reviewed the Plan’s SIP. A revised SIP was signed in September 2020 in 

order to reflect: 

 the change in investment strategy, which occurred during the year, involving the implementation 

of a buy-in policy covering certain members, which effectively insured 100% of the DB Section’s 

liabilities. In addition, the Trustees introduced a new Sterling Liquidity Fund with the objective of 

holding any surplus cash that might result from the asset reorganisation following completion of 

the buy-in; 

 the changes made by Prudential in the funds available to members in the VIP Plan, including the 

closure of three risk-profiled “lifestyle” funds; 

 the new requirements under The Occupational Pension Plan (Investment and Disclosure) 

(Amendment) Regulations 2019 to include policies in relation to: 

o How the Plan’s investment arrangements incentivise the investment manager to align 

its investment strategy and decisions with the Trustees’ policies; 

o How the Plan’s investment arrangements incentivise the investment manager to make 

decisions based on assessments of medium to long term financial and non-financial 

outcomes; 

o How the method (and time horizon) of the evaluation of the investment managers’ 

performance and remuneration are in line with the Trustees’ policies; 

o How the Trustees’ monitor portfolio turnover costs; 

o The duration of the arrangements with the investment manager. 

 

Assessment of the policies in the SIP for the year to 31 March 2021 

The information provided in this section highlights the work undertaken by the Trustees during the year, 

and longer term where relevant, and how this followed the Trustees’ policies in the SIP.  



 

Requirement Policy In the year to 31 March 2021 

Securing compliance 
with the legal 
requirements about 
choosing 
investments 

The Trustees obtain written 
advice from their investment 
adviser, enabling the 
Trustees to choose 
investment vehicles that can 
fulfil the Plan’s investment 
objectives. In the Trustees’ 
opinion, this is consistent with 
the requirements of Section 
36 of the Pensions Act 1995. 

The Trustees received advice from its investment 
adviser where required over the year.  

As part of the buy-in transaction with Rothesay Life 
in April 2020 (the “Buy-in”), the Trustees introduced 
a Sterling Liquidity Fund, with the objective of 
holding any surplus cash that might result from the 
asset reorganisation that was needed when 
transferring assets to Rothesay Life. The 
investment adviser provided suitability advice. 

There were no changes to the VIP or DC policies 
over the year. 

Kinds of investments 
to be held 

For the DB Section, the 
Trustees seek to maintain its 
fully funded position on a 
technical provisions basis, 
following the implementation 
of the Buy-in policy covering 
certain DB members. 

For the VIP Section, the 
Trustees’ primary objective is 
to provide a range of cost 
effective investment options 
so that members’ and 
company contributions can 
be invested to provide a 
balance between growth in 
capital values and security of 
capital value. 

For the DC Section, a default 
lifestyle investment strategy 
exists for a small number of 
members who remain 
invested. This strategy 
switches from growth assets 
to defensive assets as 
members approach 
retirement. 

Under the Buy-in, Rothesay Life is responsible for 
providing cash flows required to meet the 
associated member pension payments as they fall 
due. The residual assets, following completion of 
the Buy-in, are invested in a combination of cash 
and corporate bonds pending payment of the 
balancing payment to Rothesay Life. 

Within the VIP Plan and DC Section, no changes 
were made to the Plan’s investments over the year, 
and the Trustees believe the range of funds 
remains appropriate.  



 

The balance 
between different 
kinds of investments 

Under the Buy-in, Rothesay 
Life is responsible for 
providing cash flows required 
to meet the associated 
member pension payments 
as they fall due. 

The Trustees invest the 
remaining assets of the core 
DB section (“the residual 
assets”) in pooled fund 
arrangements operated by 
BlackRock.  

The residual assets are those 
that remain following the Buy-
in and there is currently no 
formal strategic asset 
allocation in place. These 
assets are not currently being 
rebalanced and the relative 
weights shall drift in line with 
market movements. 

There is currently no formal strategic asset 
allocation in place and the balance of cash and 
corporate bond assets shall drift in line with market 
movements.  

 

Within the VIP Plan and DC 
Section, members can 
combine the investment 
funds in any proportion in 
order to achieve the desired 
level of return and risk in line 
with their own attitude 
towards, and tolerance of, 
risk. 

Within the default option, the 
strategic asset allocation is 
set to achieve the expected 
return required to meet the 
objective of the default 
option. 

There were no changes to the Trustees’ investment 
strategy in respect of the VIP Plan or DC Section 
and the Trustees remained satisfied with the 
performance of the funds over this period. 

For the VIP Plan, the Trustees monitor the 
underlying fund performance on a quarterly basis.  
The following investment options are currently 
available to members:   

 Prudential UK Equity Fund 

 Prudential With-Profits Cash Accumulation Fund 

 Prudential Discretionary Fund 

 BlackRock Aquila All Stocks Corporate Bond 
Index Fund (earmarked for closure in the future) 

 Prudential Deposit Fund (closed to members 
without existing assets in this fund)  

 Prudential Dynamic Global Equity Passive Fund 

In addition, a “Cash Lifestyle Strategy” investment 
option is available for members looking to take their 
benefits in the VIP Plan as a tax-free cash lump 
sum when they retire.  The Cash Lifestyle Strategy 
uses some of the above funds, but the proportion 
invested in each fund will depend on how far the 
member is from retirement. 

On 13 September 2016, the majority of the DC 
Section’s (DC and AVC) assets were transferred 
out of the Plan and moved from an investment 
platform administered by Zurich Assurance Limited 
(now Scottish Widows Limited) to a new Master 
Trust Arrangement administered by Fidelity. As a 



 

result, responsibility for the governance of these 
assets was transferred from the Trustees of the 
Plan to the Trustee of the Fidelity Master Trust. This 
document does not cover the Fidelity Master Trust 
arrangement in place. 

A small number of members remain on the Scottish 
Widows platform because the nature of their 
benefits prevented them from transferring to the 
Master Trust Arrangement. These members can opt 
to manage their investment choices by choosing to 
invest in one or more of the funds available through 
the Scottish Widows platform, each of which have 
differing risk and return characteristics. The default 
for the DC Section is Lifestyle Option B. 

Risks, including the 
ways in which risks 
are to be measured 
and managed 

Within the DB Section, the 
Trustees have minimised 
their primary risks by entering 
into the Buy-in. 

Within the VIP Plan and DC 
Section of the Plan, the 
Trustees have considered the 
specific risks outlined in 
section 4 of the SIP. 

The impact of key investment risks are reflected in 
quarterly performance reports reviewed by the 
Trustees at each Board meeting. The Trustees are 
satisfied that the investment risks set out in their 
SIP are being appropriately managed and 
measured.  

Expected return on 
investments 

For the DB Section, due to 
the Buy-in, the Plan has no 
explicit return target.   

For the VIP Plan and DC 
Section, the funds are 
expected to provide an 
investment return 
commensurate with the level 
of risk being taken. 

In the default strategies, the 
Trustees have explicitly 
considered the trade-off 
between risk and expected 
returns. Generating returns in 
excess of inflation during the 
growth phase and de-risk 
towards the retirement date 
to match the expected form of 
retirement income. 

For the DB Section, the residual assets are 
currently being held to support the balancing 
premium payable to Rothesay Life and based on 
the latest available estimates the expectation is that 
the residual assets will be sufficient to cover this 
payment. As such, there is no formal return target 
for the residual assets. 

 

Realisation of 
investments 

For the DB Section the 
Trustees consider the liquidity 
of the investments in the 
context of the likely needs for 
members.   The investment 
managers have discretion in 
the timing of realisation of the 
underlying investments and in 
considerations relating to the 
liquidity of those investments 

For the DB Section, in the event the Trustees need 
to realise assets to meet benefit outgoings, 
decisions on sourcing the disinvestment are made 
on a case-by-case basis. Due to the Buy-in, the 
Trustees do not foresee any cashflow requirements. 
However, the remaining assets are readily 
realisable in pooled vehicles if there is an 
unforeseen requirement. The majority of the Plan 
assets could be redeemed within one week.  



 

within parameters stipulated 
in the relevant appointment 
documentation and pooled 
fund prospectuses. 

For the VIP Plan and DC 
Section, the selection, 
retention and realisation of 
assets are delegated to the 
underlying fund manager, as 
detailed in section 6 of the 
SIP. 

 

 

The VIP Plan’s and DC Section’s assets are 
managed in both pooled, daily dealt funds. The 
Trustees acknowledge that investments in these 
funds can be realised at short notice and therefore 
have no concerns around the liquidity of these 
investments. 

Financially material 
considerations over 
the appropriate time 
horizon of the 
investments, 
including how those 
considerations are 
taken into account in 
the selection, 
retention and 
realisation of 
investments 

 

The Trustees consider 
financially material 
considerations in the 
selection, retention and 
realisation of investments. 
Within the funds 
consideration of such factors, 
including environmental, 
social and governance 
(“ESG”) factors, is delegated 
to the investment manager. 

The Trustees have given their 
investment managers 
discretion when evaluating 
ESG issues and in exercising 
rights and stewardship 
obligations relating to the 
Plan’s investments. The 
Trustees consider how ESG 
is integrated within 
investment processes when 
monitoring existing 
investment managers or 
appointing new managers. 

The investment performance report is reviewed by 
the Trustees on a quarterly basis; this includes 
ratings (both general and specific ESG) from the 
investment consultant. Over the year to 31 March 
2021, there have been no ESG rating downgrades 
within the mandates the Plan is invested in. 

There were no new manager appointments over the 
year. The Trustees will discuss and consider 
manager ESG ratings in any future investment 
strategy reviews, as necessary.  

The extent (if at all) 
to which non-
financial matters are 
taken into account in 
the selection, 
retention and 
realisation of 
investments 
 . 

The Trustees do not currently 
have a formal process for 
seeking the views of 
members on non-financial 
matters such as ethical 
considerations or issues such 
as social and environmental 
impact when considering the 
selection, retention and 
realisation of assets. The 
Trustees do not consider the 
ESG policies of the existing 
DC and AVC providers as 
these contracts are a small 
proportion of total assets. 

Over the year, the Trustees did not receive any 
requests from the Plan’s members to consider their 
views and the Trustees did not explicitly take into 
account non-financial matters in the selection, 
retention and realisation of investments.  

The exercise of the 
rights (including 
voting rights) 

The Plan’s voting rights are 
exercised by its investment 
managers in accordance with 
their own corporate 
governance policies, and 

The Trustees have delegated voting rights to the 
investment managers.   



 

attaching to the 
investments 

taking account of current best 
practice including the UK 
Corporate Governance Code 
and the UK Stewardship 
Code. 

Over the prior 12 months, the Trustees have not 
actively challenged the managers on their voting 
activity.  

Undertaking 
engagement 
activities in respect 
of the investments 
(including the 
methods by which, 
and the 
circumstances under 
which, the Trustees 
would monitor and 
engage with relevant 
persons about 
relevant matters) 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments 
in line with their own 
corporate governance 
policies and current best 
practice. 

Outside of those exercised by 
investment managers on 
behalf of the Trustees, no 
other engagement activities 
are undertaken. 

As the Plan invests solely in pooled funds, the 
Trustees require their investment managers to 
engage with the investee companies on their 
behalf. Assets with voting rights are limited to DC 
and AVC assets, which are very modest in size in 
the context of the overall Plan. 

 

How the 
arrangements with 
the asset managers 
incentivise the asset 
managers to align 
investment strategies 
and decisions with 
the Trustees’ policies 

The Trustees’ policy in 
relation to investments to be 
held is set out in section 7 of 
the SIP.   

In line with this section, 
investment managers are 
appointed by Trustees based 
on their capabilities and, 
therefore, their perceived 
likelihood of achieving the 
expected return and risk 
characteristics required for 
the asset class being 
selected.   

Sufficient investment return, net of investment 
costs, has been delivered to facilitate the Buy-in, 
consistent with the Trustees long-term objectives.  

 

How the 
arrangement 
incentivises the 
asset manager to 
make decisions 
based on 
assessments about 
medium to long-term 
financial and non-
financial 
performance of an 
issuer of debt or 
equity and to engage 
with issuers of debt 
or equity in order to 
improve their 
performance in the 
medium to long-term. 

The Trustees receive 
investment manager 
performance reports from the 
managers and its investment 
adviser on a quarterly basis, 
which present performance 
information over 3 months, 1 
year, 3 years and since 
inception. The Trustees 
review absolute performance, 
relative performance against 
a suitable index used as a 
benchmark, where relevant, 
and against the manager’s 
stated performance target 
(over the relevant time 
period).  

The Trustees’ focus is 
primarily on long-term 

Investment management fees are charged as a 
percentage of assets and there are no 
performance-based fees, which may otherwise 
encourage short-term decision making. 

 



 

performance but short term 
performance is also 
reviewed. The Trustees may 
review a manager’s 
appointment if:  

 There are sustained 
periods of 
underperformance; 

 There is a change in the 
portfolio manager; 

 There is a change in the 
underlying objectives of 
the investment manager; 

 There is a significant 
change to the Investment 
Consultant’s rating of the 
manager. 

How the method 
(and time horizon) of 
the evaluation of the 
asset managers’ 
performance and the 
remuneration for 
asset management 
services are in line 
with the Trustees’ 
policies 

As well as assessing 
investment returns over 
quarterly, annual and triennial 
periods, the Trustees will 
consider a range of other 
factors, with the assistance of 
their investment adviser, 
when assessing the 
investment manager as 
outlined in Section 7 of the 
SIP. 

The investment manager is 
remunerated by way of a fee 
calculated as a percentage of 
assets under management. 
The principal incentive is for 
the investment manager to 
retain their appointment (in 
full), by achieving their 
objectives, in order to 
continue to receive the 
associated fee. 

The Trustees review the DC 
and AVC providers’ 
proposition, including 
investment manager fees 
where possible, on an annual 
basis as part of “Value for 
Money Assessment”.  

The Trustees have considered the long-term 
investment performance of the manager as part of 
the quarterly monitoring, as well as their investment 
adviser’s views of the investment manager, and are 
comfortable that the longer-term performance and 
forward-looking capabilities remained suitable, 
including the manager’s remuneration. 

Investment return net of fees has facilitated 
completion of the Buy-in. 

How the Trustees 
monitor portfolio 
turnover costs 
incurred by the asset 
manager, and how 
they define and 
monitor targeted 

The Trustees do not currently 
actively monitor the portfolio 
turnover costs of the main DB 
assets.  However, the 
Trustees will continue to 
monitor industry 
improvements concerning the 

Investment manager performance is reported net of 
transaction costs and therefore managers are 
incentivised to keep portfolio turnover costs to a 
minimum  

The Trustees received some MiFID II reporting from 
their investment managers but did not analyse the 
information over the year. The Trustees will 



 

portfolio turnover or 
turnover range. 

reporting of portfolio turnover 
costs. 

Within the VIP Plan and the 
DC Section, the Trustees 
review the costs incurred in 
managing the Plan’s assets 
on a regular basis, which 
includes the costs associated 
with portfolio turnover. In 
assessing the 
appropriateness of the 
portfolio turnover costs at an 
individual investment 
manager level, the Trustees 
will have regard to the actual 
portfolio turnover and how 
this compares with the 
expected turnover range for 
that type of fund. 

continue to monitor industry improvements 
concerning the reporting of portfolio turnover costs.  

In future, the Trustees may ask managers to report 
on portfolio turnover costs explicitly. They may 
assess this by comparing portfolio turnover across 
the same asset class, on a year-on-year basis for 
the same manager fund, or relative to the 
manager’s specific portfolio turnover range in the 
investment guidelines or prospectus. However, this 
is not expected to have a meaningful impact on 
assessing the security of delivering member 
benefits owing to the completion of the Buy-in. 

 

The duration of the 
arrangement with the 
asset manager 

The Trustees are long-term 
investors and do not look to 
change the investment 
arrangements on a frequent 
basis.  

Within the DB Section, for 
open-ended funds, there is 
no set duration for the 
manager appointments.  The 
Trustees will therefore retain 
an investment manager 
unless: 

 There is a strategic 
change to the overall 
strategy that no longer 
requires exposure to that 
asset class or manager; 

 The manager appointed 
has been reviewed and 
the Trustees have 
decided to terminate the 
mandate. 

Within the VIP Plan and DC 
Section, all the funds are 
open-ended with no set end 
date for the arrangement.   

The fund range and default 
strategy are reviewed on at 
least a triennial basis.  A 
manager’s appointment may 
be terminated if it is no longer 
considered to be optimal nor 
have a place in the default 

No action was taken in relation to investment 
manager appointments during the year. 



 

 

 

Voting Activity 

Given the current asset allocation within the DB Section comprises of one corporate bonds pooled fund 
and one liquidity pooled fund, the Plan did not have any (indirect) voting rights attached. 

Nevertheless, BlackRock has confirmed it conducts approximately 3,000 engagements a year on a range 
of ESG issues likely to impact their client’s long-term economic interests. BlackRock meets with 
executives and board directors, communicates with company advisors and engages with other 
shareholders where appropriate.  

BlackRock is a Tier 1 rated signatory of The Stewardship Code and has been a signatory of the UN 
Principles of Responsible Investment (UN PRI) since 2008. BlackRock is also a founding member of the 
Task Force on Climate-related Financial Disclosures (TCFD). 

Votes for the VIP Plan funds and DC Section funds have not been considered given the very modest size 
of the equity holdings within these funds, which combined with the fact that the Trustees are pooled fund 
investors means that their influence on voting activity is extremely limited. On that basis we do not 
consider voting activity to be significant in the context of the total Plan. 

strategy or general fund 
range. 
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