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TRUSTEES’ REPORT 

On behalf of the Trustees, I am pleased to present the Annual Report and Financial 
Statements for the year ended 5 April 2026. 

The year 2025 saw positive performance of most growth assets as the US economy remained 
resilient, trade tensions softened and the US Federal Reserve (Fed) cut interest rates. The 
beginning of 2026 saw a complicated panorama, especially by March 2026 with increasing 
conflict in the Middle-East and fear over its implications to the global economy. This offset 
some of the previously earned gains in 2025. Nonetheless, the Scheme’s overall investment 
portfolio has remained resilient and posted positive gains for the financial year. 

Against this backdrop, the Scheme’s actuarial deficit improved, primarily due to the strong 
performance of the growth assets. The Scheme’s investment strategy remained well 
diversified and, together with SEI, our appointed fiduciary manager, we will continue to 
monitor the market environment and ensure that the strategy remains appropriate. The 
Scheme kept the interest rate and inflation hedges within target (95%). 

The Scheme undertook its latest formal triennial actuarial valuation as at 5 April 2025 and this 
estimated that pension liability benefits in the Scheme amounted to £459.1 million. The 
assets held by the Scheme at that point were £427.4 million (which was the unaudited value 
of assets at the time the valuation was completed), resulting in a shortfall of £31.7 million. 
This represented an increase in the funding level to 93.1%, compared to 90.8% at the previous 
5 April 2022 valuation. The positive increase in the funding level was due to strong growth in 
equity markets over the period, and the Company paying in a further £53.35 million of 
contributions over the three years up to 5 April 2025.  

At the time of writing this report, it is pleasing to note that the Scheme’s Funding Levels have 
continued to improve and with the 5 April 2025 valuation results now agreed with the 
Company, a new deficit recovery plan is now in place and this is intended to remove the small 
remaining deficit within the next two or three years, should the underlying assumptions be 
borne out in practice.  
 
The Trustees continue to regularly take advice from their appointed Scheme Actuary when 
monitoring and reviewing the Scheme’s funding position. This has continued to be very closely 
monitored throughout the last three years, as we have continued to see the impact of the 
Russia war in Ukraine and the widening conflict in the Middle East.  
 
In terms of the current position from the Scheme Actuaries annual valuation update, the asset 
value of £423.1 million is the unaudited fair value of the Scheme’s assets at 5 April 2026 and 
reflects a decrease of £4.3 million since 5 April 2025. The reduction principally arises from a 
reduction in the monthly amount of ongoing contributions being paid by the Company from 
October 2025 under the terms of a Memorandum of Understanding (MoU) entered into 
between the Trustees and the Company in August 2023. Despite this reduction, the Trustees 
are very appreciative of the additional funding provided by the sponsor whilst the Scheme 
still retains a small funding deficit. With ongoing contributions of £0.5m per month from the 
Company, the Scheme still needs to disinvest a greater level of assets over and above that 
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£0.5m each month in order to meet the increasing levels of pension benefits being paid to 
pensioner members.  It is also important to view the reduction in the value of the Scheme’s 
assets in the context of the Scheme’s long-term liabilities, which also fell significantly by £24.2 
million to £434.9 million over the same reporting period.  

In essence, this means that the Scheme’s long-term actuarial liabilities have fallen by more 
than the Scheme’s assets, resulting in a significant improvement in the Scheme funding 
level between 5 April 2025 (92.6%) and 5 April 2026 (97.0%).  

As a reminder, the Scheme’s “Risk Management” assets are held and designed to protect its 
long-term liabilities against sensitivities in interest and inflation rate changes, where the value 
of the liabilities rise and fall as a direct consequence of rate movements.  

This investment approach is called “hedging” and, whilst this can have a negative effect on 
asset values when interest rates rise, the effects are positive when interest rates fall so that 
the value of assets increase as the cost of the Scheme’s long-term liabilities increase.  

The Scheme currently targets an interest rate “hedge” that sits within a range of 90-100%, 
with the aim to have 95% of the Scheme’s long-term liabilities being protected against 
changes in interest rate movements. The purpose of the hedging strategy is to ensure that 
the resulting increase/decrease in the value of long-term liabilities that we experience as 
interest rates rise and fall, means we also see a corresponding increase/decrease in our “risk 
management” asset values. Even with recent volatility in both growth assets and with interest 
rates, the Scheme has managed to stay within its 90-100% “hedging” level target. 

The Trustees continue to regularly review and monitor the Scheme’s hedging levels and 
associated risks, taking advice as appropriate from SEI in their capacity as investment adviser 
and fiduciary manager. 

The Trustees can also confirm that at the present time, there are no concerns regarding the 
Scheme’s funding level, its ability to meet the payment of benefits to members, or its ability 
to continue as a going concern.  

The Scheme’s “low dependency” basis funding target 

As part of the discussions on the 2025 actuarial valuation, the Trustees and Company have 
agreed a longer-term target designed to better secure members’ benefits. We refer to this as 
a “low dependency funding basis” (LDFB) and this uses more prudent assumptions than those 
used for measuring funding levels under previous valuations. Essentially, a LDFB refers to the 
point at which the Scheme will be fully funded on a basis whereby it is effectively self-
sufficient and requires only minimal financial support from the Company in terms of ongoing 
financial contributions. The Pensions Regulator expects all schemes to reach this level of 
funding by the time they are “significantly mature”, which for our Scheme is around 
2033/2034. Based on our current assessment, we can reasonably anticipate reaching this 
target before 2030/2031. 

The Trustees will continue to monitor the Scheme’s progress against this more prudent 
funding target and formal discussions will be held with the Company every three years at 
future actuarial valuations to ensure that we are still on track to meet the agreed funding 
objectives.  
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We will continue to work closely with the Company and our professional advisers to develop 
and implement the plan to progressively reduce risk in the investment portfolio as and when 
the Scheme is ahead of its expected target. 

Investment changes 

SEI conducted a review of its Capital Market Assumptions and, as a result, the current target 
return of the portfolio was lowered. To maintain the intended objectives, a new strategy was 
developed and implemented during the financial year. This opportunity led to the inclusion 
of new assets such as Global Equities, Small Cap Equities, Emerging Market Equities and 
Global Opportunistic Fixed Income funds and the removal of the M&G European Loan and 
Standard Life Long-Lease Property funds.  

Towards the end of the financial year, SEI introduced the FX-hedged share class of some of 
the existing funds to partially protect their returns from foreign-exchange risk, while retaining 
the opportunity for the portfolio to benefit from favourable currency movements. 

The Scheme’s portfolio is continuously maintained, with multiple rebalances throughout the 
year to take advantage of potential capital gains, take the hedge ratios back to target or to 
stay within the strategic asset allocation to manage risk. 

The Trustees will continue to evolve the investment strategy over time and are comfortable 
that the changes they have implemented within the last 18 months will deliver the investment 
returns required to secure member benefits in a risk efficient manner, recognising that some 
risk still needs to be taken.  

Implementation Statement 

The Trustees have prepared an Implementation Statement in compliance with the 
governance standards introduced under The Occupational Pension Schemes (Investment and 
Disclosure) (Amendment) Regulations 2019. Its purpose is to demonstrate, amongst other 
things, how the Scheme has followed the policy on voting, stewardship and engagement as 
set out in the Scheme’s Statement of Investment Principles (SIP), which was signed on 15 April 
2025.  

This Implementation Statement covers the year to 5 April 2026 and can be found at the end 
of this report as Appendix A and forms an integral part of the Trustees’ Report. It is also 
available to view and download free of charge by visiting the Scheme website 
www.vaillantpensions.com      

Guaranteed Minimum Pension (GMP) Equalisation Project 

The Trustees continued to be busy over the last year on some other key projects. You may 
recall from previous reports, that one of these is a project where all UK defined benefit 
pension schemes have been addressing the need to ensure “GMP equalisation” is 
implemented following the Lloyds Court ruling in October 2018.  This involves adjusting 
benefits to make sure that men and women are treated equally and can result in a relatively 
modest top-up to earlier payments made to our existing members.   

http://www.vaillantpensions.com/
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The Trustees appointed Gallagher PLC (previously named Buck Consultants) to manage this 
project and to steer us through the complexity of delivering it. Phase 1 was completed in Q4 
2021 where most of our pensioners who had retired before 31 March 2021 had their benefits 
reviewed and, where appropriate, adjusted to ensure that these had been equalised. 

Completion of the next stage of the exercise occurred in September 2025 when we went live 
with new calculation routines to equalise benefits for deferred members moving into 
retirement. Going forward, when a deferred member comes to retire, the benefits will be 
compared on both a “male” and “female” basis and, if the calculation of benefits on the 
“opposite sex” provides a higher result, these higher benefits will be put into payment.  

Moving into this year the Trustees will ‘sweep-up’ all those pensioners who retired in the 
period between Phase 1 (31 March 2021) and the implementation date for equalising new 
retirements of 7 September 2025. This exercise should complete in quarter 4 2026 before the 
next pension increase run, at which point our active pensioner population will be fully 
equalised. 

As previously reported, following a further Court ruling in November 2020 in relation to past 
transfer cases, the Trustees are also now working towards equalising benefits for any 
members who have transferred-out from the Scheme into an external arrangement since 
1990. This will likely be a lengthy exercise, as many of the members who transferred-out years 
ago will have moved on from the last address held on our records. Initial work has 
commenced in order to calculate any equalisation top-up payments that maybe due. 
However, due to the address tracing exercise that will be required to locate many of these 
members, along with an already busy year for the administration team, we do not anticipate 
completing this work until sometime in 2027. 

Pensions Dashboards 

The Trustees are currently gearing up towards connection to the Government’s Pensions 
Dashboard Program (PDP). The vision of the Pensions Dashboards Programme is, “To enable 
individuals to access their pensions information online, securely and all in one place, thereby 
supporting better planning for retirement and growing financial wellbeing”.  

This will be done through two key processes; a “find” process and a “view” process. The “find” 
process will enable anyone to find and reconnect with all the pension schemes they have 
contributed to through their working life.  

The “view” process will then enable a member to view details of their pension benefits (Value 
Data) they will receive from each pension scheme they have contributed to and the State 
Pension they will receive. 

From the Trustees’ perspective, the planning and framework is all now in place. The Trustees 
have reviewed and are satisfied that the critical and key member data is of high quality, and 
that the Scheme’s Integrated Service Provider (ISP), Capita plc, are actively working towards 
successfully connecting our Scheme to the PDP later this year. It is planned that members 
should have access to this service at some point in 2027, however, due to the scale of this 
nationwide project, there are no guarantees that this timescale will hold true.  
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PenNet 

The Trustees, in collaboration with our systems supplier, Capita, will provide an interactive, 
self-service member website later this year. All members will receive an invite code to register 
prior to launching and once registered they will have various functionalities depending on 
their status. Pensioners (including dependents) will be able to view their payslips and P60’s 
as well as facilitate changes to their bank or personal details and amend or add (where 
applicable) beneficiary or expression of wish information. For deferred members they will be 
able to facilitate changes to their personal details and beneficiary details and will also have 
the facility to run quotations at current or future dates up to their Normal Retirement Age. 

Meetings 

The Trustees have continued to meet face to face for their main quarterly Board meetings as 
well as for their annual strategy and training day. The annual fiduciary manager performance 
assessment, annual ESG (Environment, Social and Governance) review as well as additional 
GMPE, Valuation and Legal Advisor Supplier Tender meetings were all held virtually to keep 
down costs. 

You will recall that working remotely caused us to review our overall governance structures 
to facilitate more effective Scheme management and, as a result, the Trustees identified the 
need for a small number of additional committees to oversee delivery of an increasingly heavy 
business plan. These committees remain in place and meet virtually on a regular basis as 
follows: 

Emergency Committee (Chair’s Committee) 

This committee was originally intended to come into play in exceptional circumstances, 
should approval be required for any item reserved to the Trustees or of any committee’s 
decision during a period between scheduled Trustees or committee meetings.  

Membership of the committee was: 

• John Breedon (PAN Trustees UK LLP): Chair of Trustees  

• Steve Adams: Member-Nominated Trustee 

• Steve Wakely: Member-Nominated Trustee 

In the event that any of the individuals are unavailable, then the following principles applied:  

• The committee shall comprise no fewer than three Trustees; 

• There must always be at least one Member-Nominated Trustee on the committee; 

The Emergency Committee has not been required to convene during the year (or in any of 
the previous 5 years), as all Scheme matters were dealt with by the various committees the 
Scheme now has in place, or by the full Trustees board. As a consequence, the role of the 
Emergency Committee has been rolled into the Governance Risk and Audit Committee and 
the Terms of Reference for the GRA have been amended to reflect this change. 
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Funding and Investment Committee  

The committee was appointed by the Trustees of the Scheme. The appointed members are: 

• John Breedon (PAN Trustees UK LLP): Chair of Trustees 

• Steve Wakely: Member-Nominated Trustee 

• Dan Whyld: Company appointed Trustee 

This committee continued to ensure that the Trustees were able to closely monitor the impact 
on the funding level progression and take any action in relation to investment portfolio 
changes caused through a multitude of financially impacting situations.  

This committee also considers matters relating to investment performance, investment 
strategy, portfolio changes, cashflow requirements and general matters relating to the 
funding of the Scheme and is supported at each meeting by both Mercer Limited, as the 
appointed Actuary, and SEI as the investment adviser and fiduciary manager. This committee 
also considers matters relating to investment performance reporting and has helped to 
further develop SEI’s stewardship report that is presented to the Trustees board on a 
quarterly basis.  

The Funding and Investment Committee met on seven occasions during the year. One of those 
meetings was dedicated to considering SEI performance in the lead up to the annual 
Performance Review Day in April 2025 and two of the meetings were focused around the 5 
April 2025 valuation results and negotiations. 

Governance, Risk and Audit Committee 

The committee was appointed by the Trustees of the Scheme. The appointed members are: 

• John Breedon (PAN Trustees UK LLP): Chair of Trustees  

• Steve Adams: Member-Nominated Trustee 

• Emma Staniland: Company appointed Trustee  

This committee was established with the intention of providing greater focus and support for 
the Scheme Secretary on matters such as policies and procedures (including support of the 
Risk Register, Business Plan, annual report and financial statements, and the associated audit 
processes).  It also helps to provide assurance to the Trustees in relation to governance 
standards and creates an environment that encourages informed risk taking by the Trustees 
with clear accountability.  

The committee considers, reviews, and makes recommendations to the Trustees board on 
the following matters: 

• Scheme policies (and their contents) required because of changes in law and 
regulation or best practice; 

• the annual (or other frequency) review of existing policies to ensure continued 
compliance with law and regulation and best practice; 

• the annual (or other frequency) review of the Risk Register; 
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• the annual (or other frequency) review of the Business Plan;  

• the annual (or other frequency) review of process and procedure to ensure 
compliance with law and regulation and best practice;  

• production of the annual report and financial statements (including associated 
arrangements such as appointment of, and meetings with, the auditors);  

• the support of any Vaillant Group audit and / or the Scheme audit; 

• Benefit projects and remediation projects; 

• Pension Dashboard; 

• Workflow and Service Level Reporting for the administration services; and 

• New legislative and regulatory developments like Effective System of Governance and 
Task Force on Climate-Related Financial Disclosures and The Pensions Regulator’s 
General code of practice 

• The role previously undertaken by the Emergency Committee. 

The committee also takes responsibility for ad-hoc projects delegated to it by the Trustees 
board from time to time, for instance Scheme specific data analysis, member tracing and 
verification, Pensions Increase Exchange and Flexible Retirement.  

The Governance Risk and Audit Committee met seven times during the year, one of those 
meetings being the annual Audit Review meeting in September 2025, one relating to the GMP 
Equalisation project in April 2025, and one relating to the Own Risk Assessment Report sign-
off in March 2025. 

Trustee meetings 

In addition to the various committee and sub-group meetings, the full Trustee Board met on 
eight occasions throughout the year as follows; 

• Quarterly Trustee Board meetings held in June 2025, October 2025, December 2025 
and March 2026 

• April 2025 – Annual Performance Review Day – SEI Performance  

• Trustee Training Day held in January 2026 

• Extraordinary meetings – Preliminary Valuation Results August 2025   

• Legal Adviser – A Request for Proposal (RFP) was issued and a Selection Process was 
held in October 2025 which resulted in the appointment of a new Legal Adviser 
(Eversheds Sutherland) to the Trustees. 
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Trustee changes 

Mr Wakely’s term of office as a Member Nominated Trustee (MNT) expired on 5 September 
2026 and with the Trustees’ consent he has agreed to extend his term until 5 September 2030. 
However, in accordance with the Trustees’ MNT process nominations for the role of MNT, 
eligible scheme members were invited to apply and be considered for the role, however there 
were no such applications received.  

There have been no other changes to the Trustees during the Scheme year. 

Finally, I should like to thank Steve Tickner, our Pensions Manager, and his in-house 
administration team for maintaining an excellent service to all of our Scheme members.  

The Trustees look forward to working closely with the in-house team, the Company and our 
appointed advisers as we continue to develop the strategic plan for the Scheme on behalf of 
our Scheme members during 2026/2027.  

 

 
 
PAN UK Trustee LLP (represented by J Breedon) Chair of the Trustees  
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Scheme Management 

 
Principal Employer and Ultimate Holding Company 
The Principal Employer continues to be Vaillant Holdings Ltd (the “Company”) and the 
ultimate holding company of the Company is Vaillant GmbH. 
 
The Scheme 
The Scheme is an occupational defined benefit pension scheme set up under trust to provide 
retirement benefits for certain groups of employees of the Company. It is governed by a Trust 
Deed and Rules dated 12 October 1992 and subsequent amendments. The Scheme is closed 
to new members and to future accrual. 
 
Trustees 
The power to appoint and remove Trustees, subject to the requirements of the Pensions Act 
2004, is vested in the Principal Employer and this power must be exercised by Deed. 
 
Member Nominated Trustees (MNTs) are nominated by the Scheme members and selected 
by a sub-committee of the Trustees. 
 
Professional Advisers 
The Trustees retain a number of professional advisers in connection with the operation of the 
Scheme.  The full list of advisers currently appointed are as shown on page 3 and 4 of this 
report. 
 
Members and Pensioners 
 
The number of members is shown below: 

 5 April 2026 5 April 2025 

Deferred pensioners 1,738 1,894 

Pensioners 4,418 (including 928 
spouse/dependants)* 

4,424 (including 1,056 
spouse/dependants)* 

Total 6,156 6,318 

*annuity insurance policies are in place for 2 pensioner members with Reassure.  
 
Deficit Contributions 
 
Under the Schedule of Contribution (SoC) dated 31 August 2023, the Company paid ongoing 

deficit contributions of £0.5m per month up to and including October 2025. 

In August 2023, the Trustees and the Company also put in place a Memorandum of 

Understanding (MoU), whereby the Company continued to pay discretionary contributions of 

£0.5m per month from November 2025 to May 2026. 

In summary, total employer deficit contributions are: 

• £3.5m between April 2025 and October 2025 (under the SoC dated 31 August 2023). 
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• £3.5m between November 2025 and May 2026 (as per the MoU). 

On 23 June 2026, a revised SoC was entered into which provides for deficit recovery plan 

contributions of £0.5m per month to be paid from 1 July 2026 to 31 December 2026 (6 

months in total). 

Negative Pledge 
 
It is important for the Scheme to continue to have the support of Vaillant Holdings Ltd and 
Vaillant GmbH (the “Companies”).  As a result, the Trustees and the Companies entered into 
a binding agreement, a Negative Pledge.  This is to ensure that the value of Vaillant Holdings 
Ltd and its subsidiaries can be monitored by the Trustees and cannot be materially reduced, 
by the actions of the Companies, unless Vaillant GmbH or any other member of the Vaillant 
Group have sought the prior written consent of the Trustees.  The Negative Pledge also 
includes a mechanism that provides additional cash contributions to the Scheme should the 
Companies breach the agreement, to mitigate the breach.  
 
Deed of Guarantee 
 
In addition to the Negative Pledge, the Trustees also have an agreement with the companies 
that participate in the Scheme should any of them not be able to meet their financial 
obligations to the Scheme.  If this were to happen, then the remaining participating 
companies will each be liable for that company’s debt. 
 
Review of the Financial Development of the Scheme during the year 
 
As at 5 April 2026, the Scheme’s total net assets, including the investment assets at fair value 
and Additional Voluntary Contributions, were £422.8 million, reflecting a decrease of £4.9 
million since 5 April 2025. The reduction principally arises from a reduction in the monthly 
amount of deficit recovery plan contributions being paid from November 2025, resulting in a 
greater level of assets needing to be disinvested to meet the increasing levels of pension 
benefits being paid to pensioner members.  It is also important, however, to view this 
reduction in the context of the Scheme’s long-term liabilities, which also fell significantly by 
£8 million to £459.1 million over the same reporting period, due to the high levels of interest 
rate “hedging” that the Scheme has in place.   

In essence, this means that the Scheme’s long-term liabilities have fallen by more than the 
Scheme’s assets, resulting in a slight improvement in the Scheme funding level between 5 
April 2025 (92.6%) and 5 April 2026 (93.1%).  

The Trustees continue to regularly review and monitor the Scheme’s hedging levels and 
associated risks, taking advice as appropriate from SEI in their capacity as investment adviser 
and fiduciary manager. 

There are no concerns regarding the Scheme’s funding level, its ability to meet the payment 
of benefits to members, or its ability to continue as a going concern.  

Further details regarding the Scheme’s investments are given on pages 16 to 21. Given the 
impact on schemes that do not have interest rate and inflation hedging in place, our portfolio 
has continued to serve us extremely well in the current climate. 
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Details of the Virgin Media case are set out in note 22 to the financial statements. 
 
The audited Financial Statements appear on pages 37 to 57 and the ‘Summary of 
Contributions’ appears on page 59 of this Annual Report.   
They record the financial transactions of the Scheme during the year ended 5 April 2026 and 
the nature and disposition of its net assets at 5 April 2026. 
 
A statement of the Trustees’ responsibilities when preparing the Annual Report and Financial 
statements is given on page 30. The Financial Statements have been prepared and audited in 
accordance with regulations made under Sections 41(1) and (6) of the Pensions Act 1995.  
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Investment Matters 
 
Investment Report for the year ended 5 April 2026 
 
The Trustees have delegated the day-to-day investment decisions to SEI, who are regulated 
by the Financial Conduct Authority in the United Kingdom, as their appointed fiduciary 
manager. A mandate is in place covering the levels of delegated authority that SEI hold. SEI 
may further delegate investment decisions on the pooled funds held within the portfolio to 
the underlying fund managers (where these are not blended pooled funds managed by SEI).  
 
In accordance with section 35 of the Pensions Act 1995, the Trustees have agreed a Statement 
of Investment Principles (SIP). This was last agreed and signed in April 2025 and is regularly 
reviewed by the Trustees with advice being taken from SEI in their capacity as investment 
adviser and fiduciary manager. 

Copies of the Statement are available on request from the Scheme Administrator, and are 
available on our member website at www.vaillantpensions.com  

As at 5 April 2026, the investment portfolio overseen by SEI, consisted of a range of pooled 
investment funds and vehicles. Many of the pooled funds are constructed by SEI on a “fund 
of managers” approach, although non-blended funds are in place for some of the investments 
where SEI do not feel they can bring competitive advantage using multi-managers.  
 
The Bank of New York Mellon (International) Ltd is the custodian of all assets held on the SEI 
platform. The following funds have not yet been, or cannot be, re-registered into the Bank of 
New York Mellon (International) Ltd custody account. The administrators of those funds are:  
 

M&G Secured Property Income Fund – M&G (Guernsey) Limited.   
 
The fees of the investment managers, custodians and the fiduciary manager are met from the 
resources of the Scheme. 
 
At the year-end, the Scheme’s total net assets (including investment assets placed with the 
investment managers) are as follows: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.vaillantpensions.com/
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Investment 
Manager 

 
Holding 

Assets % 
(2026) 

Assets £ 
(2026) 

Assets % 
(2025) 

Assets £ 
(2025) 

Insight 
Fully funded index-
linked Gilts (2031-

2040) 
7.43 31,405,589 7.11 30,421,209 

M&G European Loan - - 1.55 6,632,828 

M&G 
Secured Property 

Income 
3.94 16,648,083 3.80 16,250,070 

Aberdeen 
Standard 

Life 

Long Lease 
Property 

- - 4.32 18,494,937 

SEI UK Ultra Long Gilts - - 14.89 63,696,740 

SEI 
UK Ultra Long 

Index- Linked Gilts 
- - 4.94 21,115,265 

SEI UK Credit 14.04 59,356,729 14.73 62,980,791 

SEI 
UK Long Duration 

Credit 
4.53 19,143,353 9.73 41,609,990 

SEI 
Emerging Markets 

Debt (Hedged) 
4.06 17,163,649 0.87 3,705,710 

SEI 
High Yield Fixed 

Income (Hedged) 
4.16 17,583,157 1.54 6,606,243 

SEI 
Global Managed 
Volatility (Equity) 

- - 9.80 41,921,999 

SEI 
Factor Allocation 

Global Equity 
4.90 20,705,061 5.76 24,630,720 

SEI 
Dynamic Asset 

Allocation (Equity) 
1.31 5,558,282 1.00 4,280,536 

SEI 
Structured Credit 

(Alternatives) 
2.30 9,744,527 2.27 9,705,031 

SEI 
Liquid Alternative 

Fund (Hedged) 
0.01 60,350 0.06 263,876 

SEI Global Real Assets 6.06 25,617,592 5.56 23,762,349 

SEI Secured Income 4.87 20,579,834 4.50 19,236,133 

SEI Vista Fund 1.62 6,858,797 3.06 13,078,898 

SEI 
UK Short Profile 

Gilts 
15.15 64,046,218 - - 

SEI 
UK Short Profile 

Index- Linked Gilts 
5.00 21,128,554 - - 

SEI 
Global 

Opportunistic Fixed 
Income 

1.49 6,281,260 - - 

SEI UK Gilts Fund 0.11 461,434 - - 

SEI 
Factor Allocation 

Global Equity 
(Hedged) 

4.82 20,387,650 - - 
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SEI 
Factor Allocation 
Global Managed 

Vol (Equity) 
3.73 15,754,450 - - 

SEI 

Factor Allocation 
Global Managed 

Vol (Hedged) 
(Equity) 

3.68 15,569,643 - - 

SEI 
Dynamic Asset 

Allocation (Equity) 
(Hedged) 

1.30 5,488,635 - - 

SEI Small Cap (Equity) 1.21 5,097,252 - - 

SEI 
Small Cap Fund 

(Equity) (Hedged) 
1.19 5,041,510 - - 

SEI 
Emerging Market 

Equity 
1.55 6,575,561 - - 

SEI Cash 0.85 3,589,557 2.01 8,580,937 

AVCs  0.06 272,979 0.06 274,000 

Other 
investment 

balances 
and Net 
current 
assets 

Trustee Bank 
account, other 

investment 
balances net of 

investment 
management 

expense accruals 

0.63 2,668,158 2.44 10,445,858 

Total  100.00 422,787,864 100.00 427,694,120 

      

   
 
Investment Review 
 
The Trustees review the investment and fiduciary manager performance regularly and are 
supported in their oversight of this by IC Select (a specialist firm of third-party investment 
consultant and fiduciary manager evaluators). SEI report to the Trustees on at least a 
quarterly basis. 
 
Investment Performance Objectives 
 
The Trustees appointed fiduciary manager SEI, provides advice to the Trustees on the long-
term investment strategy of the Scheme and, in addition, is responsible for managing the 
Scheme’s assets according to the agreed investment policy. This includes fully delegated 
responsibility for the selection and monitoring of investment managers of pooled funds or 
within SEI’s own multi-manager pooled funds.  
 
The overall objective of the Scheme is to meet the benefit payments promised as they fall 
due.  The Trustees have set the following primary objectives for SEI: 

• To outperform gilts by 2.6% p.a. over rolling three-year periods; and  
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• To only take the level of risk considered to be appropriate to achieve this 
objective with a target level of a Value at Risk at the 95th Percentile of 11.1% of 
funding level (This means that the target is for the funding level not to 
deteriorate by more than 11.1% in a 1:20 market event). 
 

The Trustees’ approach to investment strategy is to allocate the assets into the following 
broad asset categories (all via pooled investment vehicles), to meet the investment 
objectives:  
 

• Risk Management Pool - these investments exist in the portfolio to manage risk 
relative to the liabilities.  Assets in this pool are those which tend to mirror the 
liabilities by nature and/or term such as fixed interest gilts, index-linked gilts, UK 
investment grade corporate bonds and liability driven derivative overlays such as 
interest rate and inflation swaps.  The Trustees will set a target, known as a hedge 
ratio, for the percentage of the interest rate and inflation risk in the liabilities that 
will be mirrored in the assets.  

• Return Enhancement Pool - these investments exist in the portfolio to generate 
return relative to the liabilities, without a requirement to closely track liability 
performance. Assets in this pool include, but are not limited to, equities, property, 
emerging market debt, high yield bonds, commodities, structured credit 
instruments, hedge funds and infrastructure assets.  

The Trustees’ investment objective determines the split of assets between these components 
and within each component.  Further to this, the Trustees have a Long-Term Funding Target 
(which will see the Scheme achieve “low dependency” on the Company for cash 
contributions) which it aims to reach by April 2034 (or shortly thereafter). This remains a key 
ongoing discussion item between the Trustees board and the Company along with a preferred 
“journey plan” which sets out how this split will be adjusted over time as the funding level 
improves. Recent market events would imply, however, that additional cash contributions 
will be required after the current deficit recovery plan ends, if the Scheme is to still reach its 
intention to be fully funded on a “low dependency” basis by April 2034.  
 
SEI are also appointed to invest the Scheme’s assets, in accordance with the Investment 
policy agreed, through: 

• Selecting appropriate SEI Funds or external Funds suitable for the Scheme.  
Defining the allocations to each Fund. 

• Making changes and adjustments where appropriate. 

• The performance expectation of this process is delivery of the investment objectives 
of the Scheme. 

 
SEI’s objectives are:  

• Total assets should outperform the agreed liability gilts benchmark by 2.6% over 
rolling three-year periods, and 

• Manage the assets within the parameters set in the Fiduciary Management 
Agreement and within agreed risk tolerances.   
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The Trustees assess the performance of the Scheme’s investments in the following groupings 
consistent with the overall strategy:  

• Return-enhancement assets: Are assessed by reference to agreed benchmarks and 
performance targets set and agreed with each manager.  

• Risk-management assets (including LDI): Are compared with benchmarks but the 
Trustees’ main focus is security of cash flows and therefore growth in these assets is 
less relevant.  

 
High Level Asset Allocation  

Category Allowable Range At 5 April 2026 

Return Enhancement Pool 42%-62% 53% 

Risk Management Pool 38%-58% 47% 

 

Interest and Inflation rate risk mitigation as at 5 April 2026 

The Scheme sets out the target Interest and Inflation “hedge ratio range” it seeks to maintain, 

within its Statement of Investment Principles. The current “hedge ratio range” is 90%-100%. 

The table below sets out the actual “hedge” levels of protection that were in place at 5 April 

2026. 

 

Risk Hedge Ratio  

Interest rate risk 
(effective % of interest rate sensitivity in the 
 liabilities that the Portfolio should match) 

95%  

Inflation rate risk 
(effective % of inflation rate sensitivity in the  
liabilities that the Portfolio should match) 

95% 

 
The Trustees receive reports from their investment advisers on a quarterly basis showing 
actual performance by manager and fund. As the appointed Fiduciary Manager, SEI present 
to the Trustees on a quarterly basis in terms of overall portfolio performance, individual fund 
performance against the agreed benchmarks, on matters of compliance and on 
Environmental, Social, and Governance (ESG) engagements and voting policies. The Trustees 
monitor the performance of the Fiduciary Manager against the agreed performance 
objectives and regularly review the activities of the Fiduciary Manager to ensure that they 
continue to perform in a competent manner and have the appropriate knowledge and 
experience to manage the assets of the Scheme.  
 
The Trustees have considered the nature, disposition, marketability, security and valuation of 
the Scheme’s investments and consider them to be appropriate relative to the reasons for 
holding each class of investment. Further details about investments are given in the notes to 
the financial statements. 
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Investment Returns 
 
SEI has estimated that the return from the combined assets for the financial year ended 5 April 2026 was 4.7% compared to a benchmark of 3.6%.  
 

New funds invested into after 5 April 2025 will not show 1 year performance as the funds have not been in place for a full year yet. This is 
summarised in the table below: 
 

Asset Category 
 

Asset Class or Fund Name 1 year  
performance 

Benchmark 
Performance  

Performance 
since 
inception  

Benchmark 
Performance  

Allocation 

Risk Management Fixed Income (including LDI)  SEI & Insight Liability Driven Investment (LDI) Strategy -2.72% -2.72% -31.02% -31.02% 28.1% 

 SEI UK Long Duration Credit Fund 2.45% 2.58% -4.63% -4.76% 4.6% 

 SEI UK Credit Fund 4.80% 4.33% 3.41% 2.09% 14.3% 

Return Enhancing (Equities) SEI Factor Allocation Global Managed Vol Fund - - 5.53% 3.59% 3.8% 

 SEI Factor Allocation Global Managed Vol Fund (Hedged) - - -1.55% -1.05% 3.7% 

 SEI Factor Allocation Global Equity Fund 21.14% 17.47% 12.90% 11.33% 5.0% 

 SEI Factor Allocation Global Equity Fund (Hedged) - - -4.81% -4.88% 4.9% 

 SEI Dynamic Asset  Allocation Equity Fund 15.12% 16.38% 12.46% 11.84% 1.3% 

 SEI Dynamic Asset  Allocation Equity Fund (Hedged) - - -5.64% -4.76% 1.3% 

 SEI Emerging Markets Equity Fund - - 10.78% 7.92% 1.6% 

 SEI Small Cap Equity Fund - - 6.30% 6.57% 1.2% 

 SEI Small Cap Equity Fund (Hedged) - - -5.68% -2.77% 1.2% 

Return Enhancing (Alternatives) M&G Secured Property Income Fund 7.87% 4.07% 1.02% 5.58% 4.0% 

 SEI Structured Credit (Alternatives) Fund -0.69% 4.09% 10.67% 2.72% 2.3% 

 SEI Liquid Alternative Fund (Hedged) 12.34% 4.09% 6.73% 2.66% 0.0% 

 SEI Global Real Assets 5.79% 5.70% 5.78% 5.94% 6.2% 

 SEI Secured Income  6.60% 4.09% 9.12% 4.47% 5.0% 

 SEI Vista Fund 7.09% 4.09% 3.47% 4.47% 1.7% 

Return Enhancing (Fixed Income) SEI High Yield Fixed Income Fund 6.93% 6.67% 4.16% 3.96% 4.2% 

 SEI Emerging Markets Debt Fund 13.91% 9.82% 2.75% 1.28% 4.1% 

 SEI Global Opportunistic Fixed Income Fund  - - 0.91% 1.95% 1.5% 

Total       100.0% 

 
Employer-related Investments 
There were no directly held employer-related investments at the year-end (2025: none). There were no indirectly held employer-related 
investments at the year-end (2025: none).
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Compliance Matters - including the Trustees' ESG Implementation Statement 
 
Scheme governance 

The Trustees retain direct responsibility for setting investment objectives, establishing risk and 
return targets and setting the Scheme’s Strategic Asset Allocation.  To guide them in doing so, the 
Trustees have established a set of investment beliefs as well as taking those of the Principal 
Company into consideration.   

At the 5 April 2025 actuarial valuation, the Trustees and Company agreed the Low Dependency 
Funding Basis (LDFB) which replaced the old Long Term Funding Target (LTFT). Both the Trustees 
and Company have agreed the underlying assumptions (discount rates) for this new funding basis 
and are comfortable that full funding on this basis will be reached ahead of the Scheme reaching 
“significant maturity” (as set out in the general and funding code). As was the case with the LTFT, 
the agreed LDFB is underpinned by funding measures which are relatively close to a level of funding 
which would see the securing of all member benefits through an insurance contract, or at the very 
least continuing without the need for ongoing financial support from the Company.  The Scheme’s 
financial security is therefore measured by how it is performing against this longer-term target. The 
LDFB basis has now been fully aligned with the scheme’s Technical Provisions basis, with an 
additional expense reserve of c£12m.  

The Trustees closely monitor funding level progression against both targets, and whether the 
investment portfolio remains appropriate to deliver successful outcomes for both.  

Through the Scheme’s Integrated Risk Management (IRM) framework, funding and investment risks 
are regularly considered in the context of ongoing monitoring of the Company’s covenant strength 
(i.e. its ability to continue to fund to meet its obligations to pension scheme members). Regular 
discussion with the Company on this ensures that the Sponsor understands the strong role that 
ongoing contributions play in ensuring the Trustees can maintain a lower risk investment approach 
as the Scheme continues to mature.  
 
SEI, as the Scheme’s Fiduciary Manager, is responsible for managing the Scheme’s assets according 

to the agreed investment policy set out in the Fiduciary Management Agreement. This includes fully 

delegated responsibility for the selection and monitoring of investment managers of pooled funds 

or within SEI’s own multi-manager pooled funds. SEI report to the Trustees on matters regarding 

portfolio and manager performance, and the Trustees meet with SEI and IC Select on a regular basis 

to review this. 
 

The Custodian for all assets held on the SEI platform is Bank of New York Mellon (International) 
Limited. They are responsible for the safekeeping of the Scheme’s assets other than M & G Secured 
Property Income Fund and Additional Voluntary Contributions insurance policies. The Additional 
Voluntary contributions other investments are in the form of insurance policies, where the master 
policy documents are held by the Trustees. 
  
The Scheme Actuary performs a full valuation of the Scheme at least every three years, in 
accordance with regulatory requirements, as well as providing the Trustees with an estimated 
funding position on a quarterly basis.  The main purpose of the full actuarial valuation (and updates) 
is to assess the extent to which the assets cover the accrued liabilities and agree an appropriate 
funding strategy for the Scheme.    
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Full details of the current funding strategy and contributions payable will be found in the Statement 
of Funding Principles and Schedule of Contributions respectively. The Scheme now has a formal 
Statement of Strategy which was developed and approved as part of the 5 April 2025 suite of 
valuation documents required for all defined benefit schemes. 

SEI, in its role as the Scheme’s Investment Adviser, provides professional investment advice to the 
Trustees.   

Their role encompasses, but is not limited to, helping the Trustees in formulating investment 
objectives, advice on investment strategy, and advice on devising an appropriate portfolio structure. 
The Scheme provides predominantly defined benefits but also provides certain money purchase 
benefits related to members’ additional voluntary contributions (“AVCs”).   

Responsible Investment  

The Trustees believe that responsible investment and good stewardship can enhance long-term 
portfolio performance and is therefore aligned with their fiduciary duty. Mitigating risk and 
capturing investment opportunities driven by the integration of ethical and environmental, social 
and governance (“ESG”) and climate-related issues may have a material impact on investment 
returns across all asset classes. Therefore, the Trustees consider ESG integration to be an important 
component of their investment strategy. 

This is a view shared by the Company, who view sustainability as central to the organisation’s long-
term vision of “Taking care of a better climate”. To support this effort, the Trustees note that the 
Company has established a strategic programme (“S.E.E.D.S”) to deliver on this vision both within 
the organisation and externally. 

The Trustees received additional training on ESG at the stand-alone Board meeting held on 2 
December 2024 and considered how ESG is implemented from an investment perspective, the 
screening approach, and how SEI uses influence and mutual interest when engaging and exercising 
its voting rights to drive improvements across the underlying companies where investment is being 
made through the Scheme. The Trustees were also appraised on how SEI’s integrated analysis and 
investment manager research process drives better ESG change. The Trustees (through SEI) have 
partnered with specialised providers for engagement, pooling SEI’s assets with other investors to 
increase the influence on management of different companies. In addition, SEI is part of Climate 
Action 100+, an initiative amongst the world’s leading institutional investors to ensure that the 
biggest greenhouse emitters act on climate change. SEI are well placed to drive ESG priorities for 
their investment and fiduciary management clients.  

The Trustees continue to work with SEI and the wider appointed advisers to drive development of 
the Trustees’ knowledge and understanding on ESG, and to better understand what positive action 
the Scheme can take (as a large investor) to drive further improvements on ESG matters both within 
the underlying investment managers, and the underlying companies that the Scheme ultimately 
invests in through our range of pooled funds. 
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Implementation Statement 

Trustees must exercise their powers of investment with a view to giving effect to the policies in the 

Statement of Investment Principles (“SIP”), so far as is reasonably practical. To boost compliance 

with the SIP, Trustees are required to produce an Implementation Statement which sets out how 

they have followed and acted upon their stated investment policies in their SIP. 

The Trustees have prepared this implementation statement in compliance with the governance 

standards introduced under The Occupational Pension Schemes (Investment and Disclosure) 

(Amendment) Regulations 2019 (as amended). The Implementation Statement can be found as 

Appendix A at the end of this report. Its purpose is to demonstrate how, and the extent to which, 

the Scheme’s Statement of Investment Principles (SIP) has been followed. This SIP was approved at 

the March 2025 Trustee Board meeting and signed on 15 April 2025 by the Trustee Chair. The 

Trustees also consider how the policies on voting, stewardship and engagement have been 

followed. This statement covers the period 6 April 2025 to 5 April 2026, and is also available on the 

Scheme member website by visiting www.vaillantpensions.com  

Corporate Governance 

The Trustees have examined the issues in relation to corporate governance and on the exercise of 
voting rights.  The Trustees recognise that good corporate governance creates the framework within 
which a company can be managed in the long-term interests of shareholders. In particular, voting 
at Annual and Extraordinary General Meetings on the election of directors, the issuance of equity, 
and the appointment of auditors are seen as fundamental in protecting shareholder interests.  

Noting that the Scheme’s equity investments are solely in pooled investment vehicles managed by 
SEI, the exercise of voting rights on matters of corporate governance has been delegated to SEI. As 
such, voting policy is determined by SEI who are expected to take account of current best practice 
including the UK Corporate Governance Code and the UK Stewardship Code. SEI report on their 
adherence to the UK Stewardship Code on an annual basis.  The Trustees will assess the extent to 
which SEI has complied with the UK Stewardship Code. 

All the Scheme’s assets, save for insurance policies, are invested in pooled funds. The Trustees have 
limited influence over the manager’s investment practices where assets are held in pooled funds 
but encourages the manager to improve their environmental, social and governance (ESG) practices 
within the parameters of their funds. The Trustees have considered the extent to which ESG 
(including but not limited to climate change) should be considered in the selection, retention and 
realisation of assets. The Trustees consider that, in the exercise of their investment powers, they 
should, in all circumstances, act in the best financial interests of the beneficiaries of the Scheme. 
Other considerations should be considered only if they have an impact on the best financial interests 
of the beneficiaries. 

The Trustees consider that it is acting in the best financial interests of members by adopting pooled, 
broadly diversified, passive, low-cost indexed strategies. Therefore, because of this approach, ESG 
considerations in the selection, retention and realisation of investments are taken into account 
through the applicable market index security weightings and returns. 

http://www.vaillantpensions.com/
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The funds in which the Trustees invest do not give fund participants direct voting access to the 
companies in which they are invested, so the Trustees rely on the investment manager to represent 
their best interests when voting. Prior to investing in a fund, the stated aim of that fund is reviewed 
to ensure it aligns with the Trustees’ principle in the best financial interests of the Scheme’s 
beneficiaries. 

The Trustees’ approach in relation to the exercise of rights attaching to the investments is covered 
in the SIP, which it implements via the appointed investment manager. The Trustees’ duty in this 
regard is to protect and enhance the value of the Scheme’s assets.  

The SIP also covers the area of voting and seeks that votes should be cast on every issue unless 
country specific procedures make voting procedurally difficult or uneconomic. The SIP sets out the 
Trustees’ expectations of its investment manager in respect of the UK Stewardship Code. 

It is the policy of the Trustees to have all investment assets held by external custodians of good 
standing.  

The investment manager is primarily remunerated based on an agreed fixed annual percentage of 
the asset value for each underlying fund. 

The Trustees’ view is that the fees paid to the investment manager, and the possibility of their 
mandate being terminated, ensure that they are incentivised to provide a high quality service that 
meets the stated objectives, guidelines and restrictions of the fund. However, in practice, the 
manager cannot fully align their strategy and decisions to the (potentially conflicting) policies of all 
their pooled fund investors in relation to strategy, long-term performance of debt/equity issuers, 
engagement and portfolio turnover. 

The Trustees does not directly incentivise the investment manager to make decisions about the 
medium to long-term performance of an issuer of debt or equity, or to engage with those issues to 
improve their performance. The Trustees expects such assessment of performance and engagement 
to be undertaken as appropriate and necessary to meet the investment objectives of the funds used 
by the Scheme. 

The Trustees recognise that portfolio turnover and associated transaction costs are a necessary part 
of investment management and that the impact of portfolio turnover costs is reflected in 
performance figures provided by the investment manager. The Trustees expect their investment 
adviser to incorporate portfolio turnover and resulting transaction costs as appropriate in its advice 
on the Scheme’s investment mandates. 

The Trustees employ SEI to monitor the performance of the Scheme’s investment strategy and 
investment managers. The Trustees receive regular reports from SEI. The Trustees and SEI monitor 
the investment manager’s performance against their performance objectives. 

Matters Reported to the Pensions Regulator 
 
The Pensions Regulator was created by the Pensions Act 2004 and is the regulatory body for 

occupational pension schemes.  The Regulator has a defined set of statutory objectives, has wide 

powers to investigate schemes and, where necessary, take action.  
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The Regulator takes a pro-active risk-based approach to regulation and provides practical support 

to the regulated community.  The Trustees are pleased to report that they did not have anything to 

report to the Pensions Regulator within this financial year. 

 
Additional Voluntary Contributions (AVCs) 
 
The Trustees have AVC arrangements with Aviva (previously Friends Life) and Coventry Building 
Society. No AVC payments have been made since the Scheme’s closure to future accrual with effect 
from 5 April 2015.  
 
The Trustees last reviewed the AVC providers in 2020, taking advice from both Pinsent Masons and 
SEI about a potential rationalisation of AVC providers. There are no plans to review AVC 
arrangements again until at least 2027.  
 
Self-Investment and loans 
 
The Trustees confirm that the assets of the Scheme, are invested in accordance with The 
Occupational Pension Schemes (Investment) Regulations 2005, which restricts employer related 
investments to not more than 5% of the Scheme. Self-investment in Vaillant Holdings Ltd and 
Vaillant GmbH is not permitted and loans to group companies are prohibited.  There are restrictions 
imposed on how much the investment managers are permitted to invest in shares of their own 
companies.  
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Actuarial Matters 

As required by Financial Reporting Standard 102, ‘Financial Reporting Standard applicable in the UK 
and Republic of Ireland’ (FRS 102), the financial statements do not include liabilities in respect of 
promised retirement benefits. 
 
When undertaking a full valuation of the Scheme, the Pensions Act 2004 and the Scheme Funding 
Regulations issued in 2005 require the Trustees to adopt the statutory funding objective i.e. to have 
sufficient and appropriate assets to cover the ‘technical provisions’. 
 
The technical provisions are an estimate of the assets needed to pay the benefits to the Scheme 
members as they become due, based on a set of assumptions. These assumptions are set out in the 
Statement of Funding Principles, which is available to members on request. 
 
The most recent triennial valuation was carried out as at 5 April 2025.  
 
At this date, there was a deficit of £31.7 million calculated on an ongoing basis, representing a 
funding level of 93% relative to the technical provisions.  The Trustees and the Company, have 
agreed a recovery plan which, through a combination of investment returns and Company 
contributions, aims to recover the Technical Provisions deficit by July 2029.  Under the agreed 
Recovery Plan the Company will pay contributions of £0.5 million per month to the Scheme until 
December 2026. These additional contributions are set out in the Schedule of Contributions on page 
32.  
 
As required under the new Funding Regulations, the Trustees and Company have also agreed a Low 
Dependency Funding Basis (LDFB). The LDFB uses the same assumptions as the Technical Provisions 
basis, but allows for a higher expense reserve of £12 million.   
 
In addition to the Recovery Plan, the Trustees and Company have agreed a Memorandum of 
Understanding (MOU) as part of the overall 2025 valuation package.  The MOU provides that if at 
the point the contributions are due to cease, the Scheme Actuary calculates that there is a deficit 
on the LDFB, then, at the Company’s discretion, contributions of £0.5million per month may 
continue until the valuation as at 5 April 2028 has been finalised or the Scheme Actuary calculates 
that there is no longer a deficit on the LDFB if earlier. The MOU also sets out the path for aligning 
the Technical Provisions with the LDFB over time.  
 
At the 5 April 2025 valuation date, the deficit on a wind-up basis (i.e. using more prudent 
assumptions which are aligned with those which would be used by an insurance company when 
considering a buy-out of the Scheme’s liabilities) was £64.4 million, representing a solvency funding 
level of 87%. 
 
The Technical Provisions at the valuation date are based on a set of assumptions.  The general 
principles adopted by the Trustees are that the assumptions used, taken as a whole, will be 
sufficiently prudent for pensions and benefits already in payment to continue to be paid and to 
reflect the commitments which will arise from members’ accrued pension rights. 
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The liabilities of the Scheme are calculated by projecting forward all of the future benefit cash flows 
and discounting them back to the effective date of the valuation, using the assumptions outlined 
above.  
 
The majority of benefits in a pension scheme are paid many years in the future, and in the periods 
both prior to and during which the benefits are paid, Trustees invest the funds with the aim of 
achieving a return on those funds.  
 
When calculating how much money is needed now to make these benefit payments, it is appropriate 
to make an allowance for the future investment return that is expected to be earned on these funds. 
This is known as “discounting”. In addition to the discount rate, in order to calculate the liabilities, 
the Trustees also need to make assumptions about other factors that affect the costs of benefits 
provided by the Scheme – for example how long members will live and the future level of inflation. 
 
The method used to calculate the actuarial present value of all future liabilities is referred to as the 
“Projected Unit” method. The key assumptions made for the valuation as at 5 April 2025 were as 
shown below.  
 

Key Assumptions  
Investment return (pre-retirement) Nominal gilts yield curve + 0.50% p.a. 
Investment return (post-retirement) Nominal gilts yield curve + 0.50% p.a. 
RPI Market implied inflation curve 
CPI Pre 2030: RPI inflation less 1% p.a. 

Post 2030: equal to RPI inflation 
Pension increases (in payment) 
Pre 1997 3.00% p.a. fixed 
1997-2003 (CPI minimum 3% p.a. maximum 
5% p.a.) CPI assumption, adjusted for caps and collars for inflation 

linked pension increases 
Post 2003 (CPI maximum 5% p.a.) 
Mortality base table: S4PA (year of birth) tables (middle for females) with the 

following weightings and no age adjustments. 
120%/115% (non-pensioners males/females) 
118%/110% (pensioner males/females) 

Future improvements on mortality: CMI 2024 projections with a long term improvement rate of 1.5% 
p.a. and core parameters 

Cash Commutation 80% of maximum using an illustrative factor of 17.4 (at 5 April 
2025) at age 65 

Expenses £4 million at the valuation date as at 5 April 2025 
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Actuarial Report as at 5 April 2026 
 
The Actuary is required, by law, to provide the Trustees with an update of the Scheme’s financial 
position each year when a full three-yearly valuation is not being undertaken.   
 
The latest actuarial report was prepared as at 5 April 2026.  
 
The 5 April 2026 position showed a strong improvement in the funding position of the Scheme over 
the last 12 months, estimating that the deficit has now reduced from £31.8 million at 5 April 2025 
(equivalent to a funding level of 93%) to £11.8 million at 5 April 2026 (equivalent to a funding level 
of 97%).  
 

   
 Actuarial 

Update 
5 April 2026  

Actuarial 
Valuation 

5 April 2025 
 
Value of technical provisions £434.9m  £459.1m 
 
Value of assets available to meet technical provisions £423.1m  £427.4m 
 
As a percentage of technical provisions 97%  93% 
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STATEMENT OF TRUSTEES’ RESPONSIBILITIES 
 

The trustees’ 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 trustees. Pension scheme regulations 
require, and the trustees are 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 trustees are 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 trustees are also responsible for making available certain other information about the scheme 
in the form of an annual report. 

The trustees have a general responsibility for ensuring that accounting records are kept and for 
taking such steps as are reasonably open to them to safeguard the assets of the scheme and to 
prevent and detect fraud and other irregularities, including the maintenance of an appropriate 
system of internal control.  

The trustees are also responsible for the maintenance and integrity of the www.vaillantpensions.com  
website. Legislation in the United Kingdom governing the preparation and dissemination of financial 
statements may differ from legislation in other jurisdictions. 
 
The trustees’ responsibilities in respect of contributions 
 
The trustees are 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 trustees are 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.  

http://www.vaillantpensions.com/
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Where breaches of the schedule occur, the trustees are required by the Pensions Acts 1995 and 
2004 to consider making reports to the Pensions Regulator and to members. 

Approval 

The general information included on pages 60 to 63 forms part of the Trustees’ Report. The Trustees’ 
Report on pages 5 to 31 is approved by the Trustees of the Vaillant Group Pension Scheme and 
signed on their behalf by: 

 
 
 
 
PAN UK Trustee LLP (represented by J Breedon) Chair of the Trustees  
Date: 20 October 2026 
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Independent auditors’ report to the 

trustees of Vaillant Group Pension 

Scheme 

Report on the audit of the financial statements 

Opinion 

In our opinion, Vaillant Group Pension Scheme’s financial statements: 

● show a true and fair view of the financial transactions of the scheme during the year ended 5 April 2026, 

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 within the Annual Report and Financial Statements, 

which comprise:  

● the Statement of Net Assets (Available for Benefits) as at 5 April 2026; 

● 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 other ethical responsibilities in accordance with these requirements. 
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Conclusions relating to going concern 

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

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

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

issue. 

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

accounting in the preparation of the financial statements is appropriate. 

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to 

the scheme’s ability to continue as a going concern. 

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

relevant sections of this report. 

Reporting on other information 

The other information comprises all of the information in the Annual Report and Financial Statements other 

than the financial statements, our auditors’ report thereon and our auditors’ statement about contributions. 

The trustees are 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 trustees for the financial statements 

As explained more fully in the statement of trustees’ responsibilities, the trustees are responsible for ensuring 

that the financial statements are prepared in accordance with the applicable framework and for being 

satisfied that they show a true and fair view. The trustees are also responsible for such internal control as 

they determine 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 trustees are 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 
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concern basis of accounting unless the trustees either intend to wind up the scheme, or have 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. 

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

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

irregularities, including fraud. The extent to which our procedures are capable of detecting irregularities, 

including fraud, is detailed below. 

Based on our understanding of the scheme and its environment, we identified that the principal risks of non-

compliance with laws and regulations related to the administration of the scheme in accordance with the 

Pensions Acts 1995 and 2004 and regulations made under them, and codes of practice issued by the Pensions 

Regulator; and we considered the extent to which non-compliance might have a material effect on the 

financial statements. We also considered the direct impact of these laws and regulations on the financial 

statements. We evaluated incentives and opportunities for fraudulent manipulation of the financial 

statements, including the risk of override of controls, by the trustees and those responsible for, or involved 

in, the preparation of the underlying accounting records and financial statements, and determined that the 

principal risks were related to posting inappropriate journals to conceal misappropriation of assets. Audit 

procedures performed by the engagement team included: 

● Testing journal entries where we identified particular fraud risk criteria. 

● Obtaining independent confirmations of material investment valuations and cash balances at the year 

end. 

● Reviewing meeting minutes, any correspondence with the Pensions Regulator, and significant contracts 

and agreements. 

● Holding discussions with the trustees to identify significant or unusual transactions and known or 

suspected instances of fraud or non-compliance with applicable laws and regulations. 

● Assessing financial statement disclosures, and agreeing these to supporting evidence, for compliance 

with the Pensions Acts 1995 and 2004 and regulations made under them. 

There are inherent limitations in the audit procedures described above. We are less likely to become aware of 

instances of non-compliance with laws and regulations that are not closely related to events and transactions 

reflected in the financial statements. Also, the risk of not detecting a material misstatement due to fraud is 

higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment 

by, for example, forgery or intentional misrepresentations, or through collusion. 
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  5 April 2026  5 April 2025 
Note £  £ 
     
     
3  Employer contributions   6,000,000   6,000,000 
4   Other income 280,920   150,730 

  6,280,920  6,150,730 

     
      
5  Benefits paid or payable 32,790,687  31,956,891 
6  Transfers out to other schemes  377,598  519,063 
7  Administrative expenses  91,889  84,798 

  33,260,174  32,560,752 

     
     

 Net withdrawals from dealings with members (26,979,254)  (26,410,022) 

     
 Net returns on investments     
8  Investment income  1,714,178  1,887,630  
9 Change in market value of investments  21,478,093  (1,871,850) 
15  Investment management expenses          (1,119,273)  (1,208,546) 

  22,072,998   (1,192,766) 

     
 Net decrease in the fund during the year (4,906,256)  (27,602,788) 
     
      

 Opening net assets available for benefits  427,694,120  455,296,908 

     

 Closing net assets available for benefits  422,787,864  427,694,120 

     

 The notes on pages 39 to 57 form part of these financial statements. 
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  5 April 2026  5 April 2025 
Note £  £ 
  Investment assets     
9 Pooled investment vehicles 416,257,170  408,393,325 
10 AVC Investments 272,979  274,000 
9 Cash 3,589,557  8,580,937 
11 Other investment balances 210,371  7,281,609 

 Total net investments 420,330,077  424,529,871 

      
16 Current assets 3,265,654  3,998,294 

17 Current liabilities (807,867)  (834,045) 

 Net current assets 2,457,787  3,164,249 

     

 Net assets available for benefits  422,787,864   427,694,120  

     

 

The financial statements summarise the transactions of the Scheme and deal with the 
net assets available for benefits at the disposal of the Trustees. They do not take account 
of obligations to pay pensions and benefits which fall due after the end of the Scheme 
year. The actuarial position of the Scheme, which considers such obligations, is dealt with 
in the report on actuarial liabilities on pages 27 to 29 of the Trustees’ Report and these 
financial statements should be read in conjunction with this report. 

     

 
The financial statements on pages 37 to 57 were approved by the Trustees and signed on their 
behalf by: 

     

 PAN UK Trustee LLP (represented by J Breedon) 
Chair of the Trustees 

 
 

     

     

 E Staniland 
Trustee 

 
 

     

 Date:  20 October 2026    

     

 The notes on pages 39 to 57 form part of these financial statements. 
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General Information 
 

The Vaillant Group Pension Scheme (the “Scheme”) is an occupational pension scheme 

established as a trust under English law in the United Kingdom. It is governed by a Trust Deed 

and Rules dated 12 October 1992 and subsequent amendments.  

The Scheme was established to provide retirement benefits to certain groups of employees 

of Vaillant Group. The address of the Scheme's office is Nottingham Road, Belper, Derbyshire, 

DE56 1JT. The Scheme is a defined benefit scheme, which closed to new members on 5 April 

2013 and to future accrual on 5 April 2015. 

In accordance with HMRC requirements, the Scheme is registered under Chapter 2, Part 4 of 

the Finance Act 2004. As a consequence, both employee and employer contributions are 

normally eligible for tax relief and income and capital gains earned by the Scheme receive 

preferential tax treatment. 

       

1  Basis of preparation     

 

The individual financial statements of Vaillant Group Pension Scheme have been prepared 
in accordance with The Occupational Pension Schemes (Requirement to obtain Audited 
Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting 
Standard (FRS) 102 - The Financial Reporting Standard applicable in the UK and Republic 
of Ireland issued by the Financial Reporting Council (“FRS 102”) and the guidance set out 
in the Statement of Recommended Practice “Financial Reports of Pension Schemes” 
(revised June 2018) (“the SORP”). In February 2026, a revised SORP was issued which is 
applicable to accounting periods commencing on or after 1 January 2026; and so will be 
adopted by the Scheme for the year ending 5 April 2027. 

     

2   Summary of significant accounting policies    

 

The significant accounting policies applied in the preparation of these financial statements 
are set out below.  These policies have been consistently applied to all the years presented, 
unless otherwise stated. 

 Presentational currency 

 
The Scheme's functional currency and presentational currency is pounds sterling (GBP). 

 Contributions 

 

Employer deficit funding contributions are accounted for on the due dates on which they 
are payable under the Schedule of Contributions, or on receipt if earlier with the 
agreement of the employer. The Schedule of Contributions provides for pre-agreement by 
Trustees to accept early payment of contributions.  

 Benefits and payments to and on account of leavers 

 
Payments to members are accounted for in the period to which they relate. Members can 
choose whether to take their retirement benefits as a pension or as a reduced pension and 
lump sum. Pensions and lump sums are accounted for on an accruals basis on the later of 
the date of retirement or the date the option is exercised. Other benefits are accounted 
for from the date the member leaves service or on death. Benefits are accounted for in 
the period in which the member notifies the Trustees of their decision on the type or 
amount of benefit to be taken or, if there is no member choice, on the date of retiring or 
leaving.  
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2 Accounting policies (continued) 

 
Transfer values represent the capital sums payable to the pension schemes of new 
employers for members who have left the Scheme. They take account of transfers where 
the Trustees of the receiving scheme have agreed to accept the liabilities in respect of the 
transferring members before the year-end, and where the amount of the transfer can be 
determined with reasonable certainty.  

 

 

 Investment income 

 
Income from cash, short-term deposits and annuity insurance policies is accounted for on 
an accruals basis. Income from pooled investment vehicles is accounted for when declared 
by the fund manager. Where pooled investment managers reinvest investment income, 
this is treated as accumulating within the fund value. 

 

 Foreign currency translation      

 
Foreign income is translated into sterling at the rate ruling on the date the income is 
received. Investments and current assets and liabilities denominated in foreign currencies 
are translated using the sterling rate of exchange ruling at the year-end and movements 
are accounted for through the change in market value of investments.  

 

 

 Expenses        

 

Investment management expenses and administrative expenses are recognised on an 
accruals basis, gross of irrecoverable value added tax.  

 Investment valuation  

 
Investment assets and liabilities are included in the financial statement at fair value. 

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

single price provided by the pooled investment manager. Shares in other pooled 

arrangements have been valued at the latest available net asset value (NAV), determined 

in accordance with fair value principles, provided by the pooled investment manager. The 

Trustees have decided to exclude the valuation of annuity insurance policies from the 

financial statements as the value is not considered to be material. The change in market 

value of investments during the year comprises all increases and decreases in the market 

value of investments held at any time during the year, including profits and losses realised 

on sales of investments during the year. 

 

 

 

 

 

 Critical accounting judgements and estimation uncertainty 

 

Estimates and judgements are continually evaluated and are based on historical 
experience and other factors, including expectations of future events that are believed to 
be reasonable under the circumstances.  

 Key accounting estimates and assumptions 

 

The Trustees make estimates and assumptions concerning the future. The resulting 
accounting estimates will, by definition, seldom equal the related actual results. For the 
Scheme, the Trustees believe the only estimates and assumptions that have a significant 
risk of causing a material adjustment to the carrying amount of assets and liabilities within 
the next financial year are related to the valuation of the Scheme investments and, in 
particular, those classified in Level 3 of the fair-value hierarchy (note 13). Explanation of 
the key assumptions underpinning the valuation of investments are included within Note 
13.  
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  5 April 2026  5 April 2025 
  £  £ 
3 Employer Contributions    
 Deficit Funding 6,000,000  6,000,000 

     
 Under the Schedule of Contribution (SoC) dated 31 August 2023, the Company paid 

ongoing deficit contributions of £0.5m per month up to and including October 2025. 
 
In August 2025, the Trustees and the Company entered into a Memorandum of 
Understanding (MoU), after which the Company continued to pay discretionary 
contributions of £0.5m per month from November 2025 to May 2026. 
 
In summary, total employer deficit contributions are: 

• £3.5m between April 2025 and October 2025 (under the SoC dated 31 August 
2023). 

• £3.5m between November 2025 and May 2026 (as per the MoU). 
 

On 23 June 2026, a revised SoC was entered into which provides for deficit recovery 
plan contributions of £0.5m per month to be paid from 1 July 2026 to 31 December 
2026 (6 months in total). 

  

4 Other Income    
  5 April 2026  5 April 2025 
  £  £ 
     
 Miscellaneous receipts* 219,804  74,507 
 Bank interest received 61,116  76,223 
  280,920  150,730 

 *The amount includes £138,668 VAT on investment management expenses relating to 
prior periods. 

  

5 Benefits Paid or Payable 
5 April 2026  5 April 2025 

  
£  £ 

 
Pensions 29,522,969  29,315,320 

 
Commutation of pensions and lump sum 
retirement benefits 3,177,427  2,575,161 

 
Lump sum death benefits 90,291  66,410 

  32,790,687  31,956,891 
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6 Transfers out to other schemes    
  5 April 2026  5 April 2025 
  £  £ 
 Individual transfers out to other schemes  377,598  519,063 

     
  

     
7 Administrative expenses 5 April 2026  5 April 2025 
  £  £ 
     
 Administration and processing 10,753  10,291 
 Audit fees* 35,500  34,500 
 Government levy 45,636  40,007 

  91,889   84,798 

  
Audit fees will be, and the PPF levy has been,  recovered from the principal employer and 
are therefore recognised within miscellaneous receipts within note 4 
 
The administration and management of the Scheme is provided by the Principal Employer. 
The direct costs of employees involved in administration and management are not 
recharged to the Scheme. The Employer pays all other administrative expenses, except 
those noted above.  
 

8 Investment income    
  5 April 2026  5 April 2025 
  £  £ 
     
  Income from pooled investment vehicles  1,690,963  1,743,635 
  Interest on cash deposits  903  7,148 
  AVC Funds disinvested 21,919  136,395 
  Annuity income  393  452 

  1,714,178  1,887,630 

  
During the year, the Scheme held units in the Aberdeen Standard Life Long Lease Property 
Fund, M&G Secure Property Income Fund, and M&G European Loan Fund, the income 
from which are paid direct to the Trustees’ bank account. Income from the Aberdeen 
Standard Life Long Lease Property Fund comes through the encashment of units (to the 
same value as that earned from rental incomes), rather than via a traditional income 
distribution. As such, the number of units held within the Aberdeen Standard Life Long 
Lease Property Fund decreases as income is removed from the underlying fund.  
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9 Investment assets  
  Opening 

Value at 6 
April 2025 

Purchases 
at cost 

Sales 
proceeds 

Change in 
market value 

Closing Value 
at 5 April 

2026 
  £ £ £ £ £ 
 Pooled 

investment 
vehicles  

                  
408,393,325 

           
273,670,125 

             
(287,257,889) 

           
21,451,609 

                  
416,257,170 

 AVC 
investments 274,000  -  (27,473) 26,452 272,979 

  408,667,325 273,670,125 (287,285,362) 21,478,061 416,530,149 
 Cash 

(awaiting 
investment 
by SEI) 8,580,937   32 3,589,557 

 Other 
investment 
balances 7,281,609   - 210,371 

 Total 
investment 
assets 424,529,871    21,478,093 420,330,077 

 
The movement in purchases and sales in the year are aligned to the Scheme’s investment strategy. 
 

Pooled Investment Vehicles (by type) Market Value at 5 

April 2026 (£) 

Market Value at 5 

April 2025 (£) 

Bonds 119,528,148 121,535,563 

Liability Driven Investment (LDI) 117,041,795 115,233,214 

Equities 100,178,045 70,833,254 

Alternatives  62,861,099 66,046,287 

Property 16,648,083 34,745,007 

Total 416,257,170 408,393,325 
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10 AVC investments   
  5 April 2026  5 April 2025 
  £  £ 
     
 Coventry Building Society 15,625  20,541 
 Trustee Bank Account *  12,819  12,316 
 Aviva Life & Pensions UK Limited 244,535  241,143 

 Total AVC assets 272,979  274,000 

  
*AVC funds previously invested with Yorkshire Building Society were disinvested in 2012 
as part of a general review of AVC providers. Two members who did not make an election 
as to where their disinvested AVC funds should be invested across the remaining AVC 
providers had their funds retained in the Trustee Bank account where interest has 
continued to be earned. 

 
AVC Investments 
All AVC’s, which are all unit linked, are invested in policies which the Trustees hold with Aviva and 
Coventry Building Society. The AVC investments are reported at the policy value provided by the 
insurer. All member investments, except the two ex-Yorkshire Building Society policies, are 
entirely in unit linked funds or deposit funds, which are categorised as Level 1 and Level 2 in the 
fair value hierarchy. Refer to the fair value determination section further below for an 
understanding of the fair value hierarchy levels. 
 

11 Other Investment balances 5 April 2026  5 April 2025 
  £  £ 
     
 Accrued investment income receivable 210,371  661,609 
 M & G Loan disposal proceeds receivable -  6,620,000 

  210,371  7,281,609 

 

12 Investment Risks 
FRS 102 requires the disclosure of information in relation to certain investment risks.  These risks 
are defined 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 is the risk that the fair value or future cash flow of a financial instrument will fluctuate due to 
changes in market price. This comprises currency risk, interest rate risk and other price risk: 

 

a) 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. 

b) 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. 
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12 Investment Risks (continued) 
c) 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 
credit risk, 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 Trustees determine their investment strategy after taking advice from a professional 
investment adviser (and fiduciary manager) – SEI Investments (Europe) Limited (SEI).  The Scheme 
has exposure to these risks because of the investments it makes in following the investment 
strategy set out below.  The Trustees manage investment risks, including credit risk and market 
risk within agreed risk limits which are set considering the Scheme’s strategic investment 
objectives.  These investment objectives and risk limits are outlined in the Statement of 
Investment Principles (“SIP”) and implemented through the investment management agreements 
in place with the Scheme’s fiduciary manager and investment managers and monitored by the 
Trustees by regular reviews of the investment portfolio.   
 
Further information on the Trustees’ approach to risk management, credit and market risk is set 
out below and overleaf.  This does not include AVC investments nor legacy insurance policies as 
these are not considered material in relation to the overall investments of the Scheme. 
 
Investment Strategy 
The investment overall objective of the Scheme is to maintain a portfolio of suitable assets of 
appropriate liquidity which will generate investment returns to meet, together with deficit 
contributions, the benefits of the Scheme payable under the trust deed and rules as they fall due. 
 
The Trustees, in consultation with the Company, set the investment strategy for the Scheme 
considering considerations such as the strength of the employer covenant, the long-term 
liabilities of the Scheme and the funding agreed with the Employer.  The Investment Strategy is 
set out in its Statement of Investment Principles (SIP).  
 
The Trustees’ approach to investment strategy is to allocate the assets into the following broad 
asset categories (all via pooled investment vehicles) to meet the investment objectives:  
 
Risk Management Pool – these investments exist in the portfolio to manage risk relative to the 
liabilities.  Assets in this pool are those which tend to mirror the liabilities by nature and/or term 
such as fixed interest gilts, index-linked gilts, UK investment grade corporate bonds and liability 
driven derivative overlays such as interest rate and inflation swaps.  The Trustees will set a target, 
known as a hedge ratio, for the percentage of the interest rate and inflation risk in the liabilities 
that will be mirrored in the assets. 
 
Return Enhancement Pool – these investments exist in the portfolio to generate return relative 
to the liabilities without a requirement to closely track liability performance. Assets in this pool 
include, but are not limited to, equities, property, emerging market debt, high yield bonds, 
commodities, structured credit instruments, hedge funds and infrastructure assets.  
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12 Investment Risks (continued) 
 
High Level Asset Allocation  

Category Allowable Range At 5 April 2026 

Return Enhancement 
Pool 

42-62% 53% 

Risk Management Pool 38-58% 47% 

The Trustees have also determined that they wish to reduce the interest rate and inflation risk 
exposure of the Scheme by engaging in a Liability Driven Investment (LDI) Strategy to target a 
hedge ratio as shown below: 
 
Interest and Inflation rate risk mitigation 
The Scheme sets out the target Interest and Inflation “hedge ratio range” it seeks to maintain, 
within its Statement of Investment Principles. The current “hedge ratio range” is 90%-100%. The 
table below sets out the actual “hedge” levels of protection that were in place at 5 April 2026. 
 

Risk Hedge Ratio  

Interest rate risk 
(effective % of interest rate sensitivity in the 
 liabilities that the Portfolio should match) 

95% 

Inflation rate risk 
(effective % of inflation rate sensitivity in the  
liabilities that the Portfolio should match) 

95% 

 

Credit Risk 
The Scheme is subject to direct credit risk because it directly holds cash in the Trustees’ bank 
account and the Scheme invests in pooled investment vehicles which comprise unit linked 
insurance contracts and authorised unit trusts. The Scheme is indirectly exposed to credit risks 
arising on the financial instruments held by the pooled UK corporate bond, fixed interest and  
index-linked gilts, Global Opportunistic, High Yield, Emerging Market Debt, Secured Income and 
Structured Credit investment vehicles.   
 
The value invested in the aforementioned funds at the year-end amounted to £267m (2025: 
£266m). Further details of how these risks are managed are provided below. 

 

The Trustees bank account is held with a deposit taking bank who are subject to regulatory 
oversight.  This is the position at the current and previous year end. 
 

Direct 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.  Investments backing unit-linked insurance contracts are  
commingled with the insurer’s own assets and direct credit risk is mitigated by capital  
requirements and the Prudential Regulatory Authority’s regulatory oversight.  The Trustees or SEI  
also carry 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. 
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12 Investment Risks (continued) 
Indirect credit risk arises in relation to underlying investments held in these funds. This risk is 
mitigated in the UK corporate bond funds by only holding bonds which are at least investment 
grade credit rated investments (so typically bonds with credit ratings of BB or above), although 
the manager does have some flexibility to invest up to 20% of the fund  in non investment grade 
bonds in order to take advantage of certain opportunities, and by diversifying across a number of 
issuers to minimise the impact of defaults. In the Global Opportunistic, Structured Credit, Secured 
Income and High Yield funds, the underlying holdings are typically below investment grade and 
hence have a higher risk of default. The Emerging Market Debt fund mainly holds bonds issues by 
governments of Emerging Market countries, roughly half of which are denominated in US Dollars 
or Euros (hard currencies) and some denominated in the country’s own currency (local 
currencies). The credit risk associated with these bonds varies considerably by country as some 
countries are rated investment grade whilst some have very low risk.  
 

Over all asset classes, credit risk is mitigated through employing skilled managers to select 
underlying securities and through ensuring high levels of diversification. The elevated level of risk 
relative to corporate bonds is expected to be rewarded with higher returns over the long term.  
 

Fixed interest and index-linked gilts are also technically subject to credit risk. Whilst the possibility 
cannot be dismissed entirely, given that the UK government can monetise its debt, an actual 
default is unlikely. 
 

Pooled Investment Vehicles (by legal 
nature) 

Market Value at 5 
April 2026 (£) 

Market Value at 5 
April 2025 (£) 

Open ended investment company (UCITS 
compliant) 

336,808,337 301,233,079 

Open ended investment company (non 
UCITS compliant) 

25,617,592 30,395,177 

Unit Trust 16,648,083 16,250,070 

Limited Liability Partnership 37,183,158 42,020,062 

Unit Linked Insurance - 18,494,937 

Total 416,257,170 408,393,325 

 
Currency Risk 
The Scheme is subject to indirect currency risk because some of the Scheme’s investments are 
held in overseas markets via pooled Sterling priced investment vehicles. SEI’s current currency 
hedging policy adopted for the Scheme’s assets is to use unhedged investment vehicles for 
equities but to use hedged investment classes for all other assets. The exception to this is the 
Emerging Market Debt holding, which is partially hedged, with local currency risk not being  
hedged but hard currency portion being hedged. The Trustees also invest in a Liquid Alternatives 
fund which may take currency positions at the discretion of the manager.  
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12 Investment Risks (continued) 
 

Direct 
exposure 

Indirect 
exposure Hedging 

2026               
Net exposure 
after hedging 

2025 Net 
exposure 

after hedging 
      
Pounds 
sterling 
(GBP)  

218,696,056 120,376,293 - 339,072,349 323,991,232 

Euros (EUR) 142,836,368 - (94,343,462) 48,492,906 14,823,739 
US dollars 
(USD) 

12,723,356 - (5,171,125) 7,552,231 59,762,327 

Japanese 
Yen (JPY) 

7,989,603 - (4,001,523) 3,988,080 4,559,749 

Other 
currencies 

34,011,787 - (16,860,183) 17,151,604 17,770,924 

      

Total 416,257,170 120,376,293 (120,376,293) 416,257,170 420,907,971 

      
Unhedged foreign currency exposure 18.54% 23.03% 

 
Interest Rate and Inflation Risk 
The Scheme is subject to interest rate and inflation rate risks because some of the Scheme’s 
investments are held in pooled UK corporate bond funds, fixed interest and index-linked gilts 
funds or as cash in the Trustees’ bank account. These assets are included to mitigate a similar risk 
in liabilities and, for this reason, some of the gilt funds used provide additional leverage to 
increase the interest rate and inflation rate exposure. The Trustees are targeting for the assets to 
have 90-100% of the interest rate and inflation rate sensitivity of the liabilities (actual levels were 
94% at the year-end). If interest rates fall, the value of these bond assets will rise to help match 
the increase in actuarial liabilities arising from a fall in discount rate.  Similarly, if interest rates 
rise, the bond assets will fall in value as well as the actuarial liabilities because of an increase in 
the discount rate. If long-term inflation expectations rise then assets will increase but so will 
liabilities, and if inflation falls then both assets and liabilities will also fall. At year end, the 
Scheme’s bond and cash holdings dedicated to mitigating interest rate and inflation rate risk 
within the liabilities (the Risk Management Assets) was £199m of total assets (2025: £232m). 

 
Other Price Risk 
Other price risk arises principally in relation to the Scheme’s equity, liquid alternatives, property, 
and income generating assets investments held in pooled vehicles.   
 
The Scheme has set a target allocation of 47-62%% total assets to be invested in these asset 
classes. The Scheme manages this exposure to overall price movements by constructing a diverse 
portfolio of investment across various assets.   
 
At year end, the equity, liquid alternatives, property and income generating assets represented 
53% of total Scheme assets (2025: 45%).  The target allocation is 37-57%. 
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12 Investment Risks (continued) 
Other matters 
The Trustees, in conjunction with their advisers, continue to monitor the LDI situation closely, 
regularly reviewing hedging and leverage levels and general portfolio liquidity meaning the 
Trustees can meet collateral demands at short notice, quickly if necessary. They determine, 
discuss and agree any actions that are considered to be necessary. They monitor the Scheme’s 
investment portfolio closely through the funding and investment committee, the operational and 
potential funding impacts on the Scheme, and the covenant of the Employer. 
 
The extent of any impact on the Scheme’s investment portfolio, including financial performance, 
will depend on future developments in financial markets and the overall economy, all of which 
are uncertain and cannot be predicted. Through the Scheme’s Integrated Risk Management 
framework (IRM), the Trustees monitor the funding position closely to understand the impact of 
market changes on both the value of its long-term liabilities and on its investments.  
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13 Fair value hierarchy 
 
The fair value of financial investments has been determined using the following fair value hierarchy: 
 

Level 1 The unadjusted quoted price in an active market for identical assets that the entity can access at the measurement date 

Level 2 Inputs (other than quoted prices) included within Level 1 that are observable for the instrument, either directly or 
indirectly 

Level 3 Inputs which are unobservable, i.e. for which market data is unavailable 
 

      

A fair value measurement is categorised in its entirety on the basis of the lowest level input which is significant to the fair value measurement in its 
entirety.  
All investment assets and investment liabilities (not just financial instruments) are allocated a category in the fair value hierarchy using the above 
hierarchy categories as follows: 
   5 April 2026   
  £ £ £ £ 
  Level 1 Level 2 Level 3 Total 

M&G Property   16,648,083 16,648,083 

SEI UK Credit Fund  59,356,729  59,356,729 

SEI UK Long Duration Credit Fund  19,143,353  19,143,353 

INSIGHT Fully Funded Index-linked Gilts (2031-2040)  31,405,589  31,405,589 

SEI Emerging Markets Debt (Hedged)  17,163,649  17,163,649 

SEI High Yield Fixed Income (Hedged)   17,583,157  17,583,157 

SEI Factor Allocation Global Equity  20,705,061  20,705,061 

SEI Dynamic Asset Allocation (Equity)  5,558,282  5,558,282 

SEI Structured Credit   9,744,527 9,744,527 

SEI Liquid Alternative (Hedged)  60,350  60,350 
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13 Fair value hierarchy (continued)  

5 April 2026 
(continued)   

  £ £ £ £ 

  Level 1 Level 2 Level 3 Total 

SEI Global Real Assets   25,617,592 25,617,592 

SEI Secured Income   20,579,834 20,579,834 
SEI Vista Fund   6,858,797 6,858,797 
SEI UK Short Profile Gilts Fund  64,046,218  64,046,218 
SEI UK Short Profile Index-Linked Gilts Fund  21,128,554  21,128,554 
SEI Global Opportunistic Fixed Income Fund  6,281,260  6,281,260 
SEI UK Gilts  461,434  461,434 
SEI Factor Allocation Global Equity (Hedged)  20,387,650  20,387,650 
SEI Factor Allocation Global Managed Vol (Equity)  15,754,450  15,754,450 
SEI Factor Allocation Global Managed Vol  

(Hedged)(Equity)   15,569,643  15,569,643 
SEI Dynamic Asset Allocation (Hedged)(Equity)  5,488,635  5,488,635 
SEI Small Cap (Equity)  5,097,252  5,097,252 
SEI Small Cap (Hedged)(Equity)  5,041,510  5,041,510 
SEI Emerging Market (Equity)  6,575,561  6,575,561 

SEI Cash held by SEI 3,589,557   3,589,557 

SEI Other investments balances 210,371   210,371 

AVCs AVC Investments 12,819  260,160 272,979 

      
 Total investments 3,812,747 336,808,337 79,708,993 420,330,077 



VAILLANT GROUP PENSION SCHEME 
NOTES TO THE FINANCIAL STATEMENTS (continued) 

 

52 
 

 

 

 

 

13 Fair value hierarchy (continued) 
   5 April 2025   
  £ £ £ £ 
   Level 1 Level 2 Level 3 Total 

M&G Property                  16,250,070 16,250,070 

M&G European Loan Fund           6,632,828  6,632,828 

AB ST LIFE Long Lease Property Fund    18,494,937 18,494,937 

SEI UK Credit Fund  62,980,791  62,980,791 

SEI UK Long Duration Credit Fund   41,609,990  41,609,990 

SEI UK Ultra Long Gilts Fund  63,696,740  63,696,740 

SEI UK Ultra Long Index Linked Gilts Fund  21,115,265  21,115,265 

SEI Fully Funded Index-linked Gilts (2031-2040)  30,421,209  30,421,209 

SEI Emerging Markets Debt (Hedged)  3,705,710  3,705,710 

SEI High Yield Fixed Income (Hedged)  6,606,243  6,606,243 

SEI Global Managed Volatility (Equity)  41,921,999  41,921,999 
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13 Fair value hierarchy (continued) 
   5 April 2025   
  £ £ £ £ 
   Level 1 Level 2 Level 3 Total 

SEI Factor Allocation Global Equity  24,630,720  24,630,720 

SEI Dynamic Asset Allocation (Equity)  4,280,536  4,280,536 

SEI Structured Credit   9,705,031 9,705,031 

SEI Liquid Alternative (Hedged)  263,876  263,876 

SEI Global Real Assets   23,762,349 23,762,349 

SEI Secured Income   19,236,133 19,236,133 

SEI Vista Fund   13,078,898 13,078,898 

SEI Cash held by SEI 8,580,937   8,580,937 

SEI Other investment balances 7,281,609   7,281,609 

AVCs AVC Insurance policies 12,316 261,684  274,000 

      

 Total investments 15,874,862 308,127,591 100,527,418 424,529,871 

 

 
Pooled investment vehicles which are traded regularly are generally included in level 2. Where the absence of regular 
trading or the unsuitability of recent transaction prices as a proxy for fair values applies, standard valuation techniques are 
adopted, and the vehicles are included in level 3 at fair values based on values estimated by the underlying fund managers 
using accepted valuation methodologies and use of market information as appropriate. The value of other pooled 
investment vehicles which are unquoted or not actively traded on a quoted market is estimated by the Trustees.  Where 
the value of the pooled investment vehicle is primarily driven by fair value of its underlying assets, the net asset value 
advised by the fund manager is normally considered a suitable approximation to fair value unless there are restrictions or 
other factors which prevent realisation at that value, in which case adjustments are made.  No such adjustments have been 
made to the valuations at 5 April 2026 or 5 April 2025.  
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14 Concentration of investments     
Investments accounting for more than 5% of the net assets of the Scheme were:     
 2026 2025 
     

 Value % Value % 

 £  £  

     

UK Short Profile Gilts Fund 64,046,218 15.15 - - 

UK Credit Fund 59,356,729 14.04 62,980,791 14.73 

Fully Funded Index-linked Gilts (2031-2040) 31,405,589 7.43 30,421,209 7.11 

Global Real Assets Fund 25,617,592 6.06 23,762,349 5.56 

UK Short Profile Index Linked Gilts Fund 21,128,554 5.00 - - 

Factor Allocation Global Equity 20,705,061 4.90 24,630,720 5.76 

UK Long Duration Credit Fund 19,143,353 4.53 41,609,990 9.73 

UK Ultra Long Gilts Fund - - 63,696,740 14.89 

Global Managed Volatility (Equity) - - 41,921,999 9.80 
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15 Investment management expenses    
  5 April 2026  5 April 2025 
  £  £ 
 BNY Mellon expenses - custody 29,174  26,748 
 SEI Investments (Europe) Limited – administration 

and management 1,090,099  1,181,798 

  1,119,273   1,208,546  

     
 Investment transaction costs    
 Investment management expenses and fiduciary management fees are charged directly to the 

Scheme. Transaction costs are included in the cost of purchases and deducted from sales 
proceeds in the reconciliation note 9.  Transactions costs include costs charged directly to the 
Scheme such as fees, commission, stamp duty and other fees.  In addition, indirect costs are 
incurred through the bid-offer spread on investments within pooled investment vehicles and 
charges made within those vehicles. It is not possible for the Trustees to quantify such indirect 
transaction costs. Direct transaction costs incurred are analysed as follows: 

 
  5 April 2026  5 April 2025 
  £  £ 
 Transaction costs – pooled investments disposal 40,874                        - 

     

 

 

16 Current assets 5 April 2026  5 April 2025 
  £  £ 
 Cash balances 3,206,253  3,933,710 
 Audit fees recoverable from Vaillant Holdings 35,700  34,500 
 VAT receivable 23,701  30,084 

                3,265,654                          3,998,294 

  
  

 
  

 

17 Current liabilities     
  5 April 2026  5 April 2025 
  £  £ 
     
 Tax deducted from pensions    524,196   488,063 
 Investment management expenses accruals 247,078  310,596 
 Administrative expenses accruals 35,700  34,500 
 AVC Benefit control                      893  886 

  807,867  834,045 
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18  Related party transactions  
   

 Related party transactions and balances comprise: 
 
Key management personnel 
During the Scheme year, three of the Trustees are members of the Scheme (2025: three), two 
of whom (2025: two) were in receipt of a pension from the Scheme, and one deferred member 
(2025: one) who are yet to start receiving benefits.  
 
Employer and other related parties 
With the exception of the expenses included in notes 7 and 15, all other expenses were met by 
the Principal Employer without recharge to the Scheme. Trustees not currently employed by the 
Vaillant Group received fees of £112,160 (2025: £91,453) and are included in the Scheme costs 
met by the Principal Employer noted above. Note that the increase from 2025 relates to higher 
fees being paid to the Independent Trustee due to valuation and project work 
(ESOG/ORA/Dashboards/Adviser Reviews). 
 
As the actuarial liability deficit is being recovered over the long-term, the Scheme must have 
the support of Vaillant Holdings Ltd and Vaillant GmbH (the 'Companies'). It is important that 
Vaillant Holdings Ltd and its subsidiaries retain their value so that Vaillant Holdings Ltd can meet 
any deficit in the Scheme. The Trustees and the Companies entered into a binding agreement 
(known as a 'Negative Pledge') to ensure that the value of Vaillant Holdings Ltd and its 
subsidiaries can be monitored by the Trustees and cannot be materially reduced, by the actions 
of the Companies, unless Vaillant GmbH or any other member of the Vaillant Group have sought 
the prior written consent of the Trustees. The Negative Pledge also includes a mechanism that 
provides additional cash contributions to the Scheme should the Company breach the 
agreement and trigger an additional contribution. 

     
19 Guaranteed Minimum Pension (GMP) Equalisation 
 In October 2018, the High Court ruled that benefits provided to members who had contracted 

out of their scheme must be recalculated to reflect the equalisation of state pension ages 
between 17 May 1990 and 6 April 1997. The High Court has since determined, in November 
2020, that Trustees owed a duty to a transferring member to make a transfer payment which 
reflected the member’s right to equalised benefits.  
 
Where the initial transfer payment was inadequate on this basis the Trustees are under an 
obligation to make a top-up payment to the receiving scheme on behalf of the transferred 
member. Following the rulings, the Trustees will need to equalise guaranteed minimum 
pensions between men and women.  
 
This project is well underway, with Phase 1 being completed in November 2021 which resulted 
in most pensioners who retired before 31 March 2021 receiving communications as to the 
results of their calculation. Any “top-up” payments (including backdated awards) were made 
along with their November 2021 instalment of pension, with the uplifted pension continuing for 
the rest of their life. Phase 2, which is to equalise current deferred members at the point of 
retirement was completed in quarter 3 of 2025 with Phase 3, being a sweep up of those who 
retired after March 2021, due to be completed in quarter 4 2026. The Trustees have also 
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commenced work on members who have transferred-out from the Scheme into an external 
arrangement since 1990 and aim to make any possible settlements by the end of 2027.  
 
Except as noted above and in note 22, the Scheme had no other contingent liabilities at the 
year-end (2025: none). 
 

20 Capital commitments 
 There are no outstanding capital commitments as at 5 April 2026 (2025: Nil). 

     
21 Employer-related Investments    
 There were no directly or indirectly held employer-related investments at the year-end (2025: 

none). 
 

22 Virgin Media case  
 In June 2023, the High Court handed down a decision in the Virgin Media Ltd versus NTL Pension 

Trustees II Ltd, which considered the implications of section 37 of the Pension Schemes Act 
1993, which required that the rules of a salary-related contracted-out pension scheme cannot 
be altered, in relation to post April 1997 service, unless the actuary confirmed that the scheme 
would continue to satisfy the statutory standards. The High Court found that, where the 
required actuarial confirmation was not supplied, the effect of section 37 was to render the 
relevant amendment to any contracted-out right automatically void. It also held that references 
in the legislation included both past and future service rights and that the requirement for 
actuarial confirmation applied to all amendments to the rules of a contracted-out scheme. This 
decision was appealed to the Court of Appeal and, in July 2024, the Court of Appeal upheld the 
decision of the High Court. 

 

On 1 September 2025, the Government published a series of draft amendments to the Pension 
Schemes Bill 2025. These amendments include new clauses implementing the Government's 
promised remedy following the Court of Appeal decision.  

 

The Pension Schemes Bill received Royal Assent on 29 April 2026, and the relevant amendments 
are now in force. Guidance has also been issued by the Financial Reporting Council and The 
Pensions Regulator. 

 

The Trustees are monitoring the position and will consider the possible implications, if any, for 
the Scheme of the above with its advisers and what steps, if any, they wish to take. It is not 
practicable, at present, to estimate the financial effect on the Scheme, if any, of the 
uncertainties in relation to the amount or timing of any outflow of resources, or the possibility 
of reimbursement of resources.  
 

23 Subsequent events 
 There were no subsequent events requiring disclosure in the financial statements. 
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VAILLANT GROUP PENSION SCHEME 

SUMMARY OF CONTRIBUTIONS PAYABLE FOR YEAR ENDED 5TH APRIL 2026  

    Employer 
                 £ 
 CONTRIBUTIONS REQUIRED BY THE SCHEDULE OF CONTRIBUTIONS  
 (as reported on by the Scheme’s Auditors)    
 

Deficit funding under the SoC   3,500,000 
 

OTHER CONTRIBUTIONS    
 

Deficit funding under the MoU                                                       2,500,000 
  

   
 TOTAL (AS PER FUND ACCOUNT)   6,000,000 

     
     
 Under the Schedule of Contribution (SoC) dated 31 August 2023, the Company paid ongoing 

deficit contributions of £0.5m per month up to and including October 2025. 
 
In August 2025, the Trustees and the Company entered into a Memorandum of Understanding 
(MoU), after which the Company continued to pay discretionary contributions of £0.5m per 
month from November 2025 to May 2026. 
 
In summary, total employer deficit contributions are: 

• £3.5m between April 2025 and October 2025 (under the SoC dated 31 August 2023). 

• £3.5m between November 2025 and May 2026 (as per the MoU). 
 
 
Approved by the Trustees and signed on their behalf by: 

  

 PAN UK Trustee LLP (represented by J Breedon) 
Chair of the Trustees 

 
 

     

 Emma Staniland 
Trustee 

 
 

     

  
Date: 20 October 2026 
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General Information 
 
Getting in contact 
 
Members can obtain information about their own pension benefits or further information about the Scheme 
from the Pensions Department at the following address: 
 

Nottingham Road, Belper,  

Derbyshire DE56 1JT 
Email: Steve.Tickner@Vaillant-group.com Tel: 01773 596048  

www.vaillantpensions.com 
 

Copies of the Scheme’s documentation are available for reference at the same address, or for retention at a 
small charge. 
 
Tax status of the Scheme 
 
The Scheme is a final salary pension scheme and is registered under Chapter 2 of Part 4 of the Finance Act 
2004.  Registration confers certain tax advantages on the provision of retirement benefits and limits the 
amount and form of the benefits that may be provided.  To the Trustees’ knowledge there is no reason why 
such a registration should be prejudiced or withdrawn. 
 
Data Protection (and General Data Protection Regulations “GDPR”) 
 
The Scheme is registered with the Office of the Information Commissioner as required by the Data Protection 
Act 1998 regarding the information it holds for the management of the pension scheme. 
 
Flexible Retirement Advice 
 
To help with your decision making, Vaillant Group are paying for Origen to provide you with advice on your 
options at retirement. The advice they provide will be tailored to you and will be completely unbiased and 
entirely confidential. The amount they get paid by the Company is the same regardless of the decision you 
make.  

mailto:Steve.Tickner@Vaillant-group.com
http://www.vaillantpensions/
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More information about Origen and their advice service is available from the administration team on 
request. Alternatively, you can call the Vaillant Group helpline at Origen directly on 0800 470 0520. If you 
have your own adviser or prefer not to use Origen then you can do so. However, Vaillant will only pay for 
the advice provided by Origen. Please make sure that your adviser is authorised by the Financial Conduct 
Authority (FCA). You can check this on their website www.fca.org.uk. For more help finding an advisor you 
could contact MoneyHelper at www.moneyhelper.org.uk  
 
Vaillant will pay for advice with Origen once. If you decide you are not ready to retire yet, and go through 
the advice process again in the future, then you will have to pay for the second session yourself (albeit at 
reduced rates negotiated by the Company).  
 
Pension Increases 
 
Pensions in Payment 
 
Rule G1:01 of the Trust Deed and Rules states that “a pension in the course of payment shall be increased 
on each 1st January” as follows: 
 
a) For Pensionable Service up to and including 5th April 1997 by 3%; and 
 
b) For Pensionable Service between 6th April 1997 and 5th April 2003 by the “appropriate percentage” as 

defined in Section 54 of the Pensions Act 1995 (limited price indexation) subject to a minimum of 3% and 
a maximum of 5%; and 

 
c) For Pensionable Service after 6th April 2003 by the “appropriate percentage” as defined in Section 54 of 

the Pensions Act 1995 (limited price indexation) subject to a maximum of 5%.  
 
For the increase being applied with effect from 1st January 2026, the appropriate percentage is taken to be 

the annual increase in the Consumer Prices Index (CPI) as at 30th September 2025, subject to a minimum 

of 0%.  The 12-month CPI rate to 30th September 2025 was 3.8%. 

The respective increases to be applied to the three tranches of pensionable service noted above are 

therefore as follows: 

a) 3%   
b) 3.8%   
c) 3.8%. 

 
Pension payments at the increased rate due on 1 January 2026 were credited to pensioners’ bank accounts 

on 31 December 2025. Confirmation that the increases were applied was communicated to all members in 

their January 2026 payslips.  

Rule G1:02 of the Trust Deed and Rules states that “If the Principal Employer so agrees, the Trustees may 

make additional increases to some or all of the pensions in payment.". No discretionary increases have 

been granted in the year to 5 April 2026.  
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Deferred Pensions 
 
Guaranteed Minimum Pensions included in deferred pensions are subject to the statutory increases 
introduced by the Social Security Pensions Act 1975.  The remainder is increased by the lesser of the increase 
in inflation and 5% per annum compound over the whole period of deferment. 
 
The Trustees have power under the rules of the Scheme to grant discretionary increases to deferred 
pensions.  No discretionary increases have been granted in the year to 5 April 2026. 
 
Cash Equivalent Transfer Values (CETVs) 
 
CETVs with respect to transfers out do not include any discretionary benefits and have been calculated and 
verified in the manner prescribed by the Pension Schemes Act 1993. 
 
Pension Tracing Service 
 
The Pension Tracing Service® is a trading style of Better Retirement Group Ltd and has been in operation 
since 2012 however, they do liaise with the DWP and HMRC to help trace pensions where necessary.  
 
If you would rather use the Government’s service see  
www.gov.uk/find-pension-contact-details    
 
Any queries to the Pension Tracing Service should be addressed to:  

Pension Tracing Service 
400 Pavilion Road 

Northampton 
NN4 7PA 

Telephone: 0800 1223 170 
Outside UK: +44 (0)1782 389 13445 6002 537 

Phone lines open 9.00am – 5.30pm Monday to Friday 
Website: www.pensiontracingservice.com  

 
The Scheme’s particulars, including details of the address at which the Trustees may be contacted have 
been registered with the service. 
 
 
Money Helper (previously The Pension Advisory Service (TPAS)) 
 
Any concern connected with the Scheme should first be referred to the Secretary to the Trustees at the 
Scheme’s address.  The Money & Pensions Service (known as Money Helper) are also available at any time 
to assist members and beneficiaries of the Scheme in connection with any pension query they may have, or 
difficulty that they have failed to resolve with the Trustees or Scheme Administrators.  Their contact details 
are: 

The Money & Pensions Service  
120 Holborn 

London, EC1N 2TD 
https://www.moneyhelper.org.uk/   

http://www.gov.uk/find-pension-contact-details
http://www.pensiontracingservice.com/
https://www.moneyhelper.org.uk/
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Pensions Helpline: 0800 011 3797  

Overseas Helpline: +44207 932 5780 
Helpline for Self Employed: 0345 602 7021 

Phone lines open 9.00am – 5.00pm Monday to Friday. Calls are free. 
 

Internal Disputes Resolution Procedure (IDRP) 
 
The vast majority of queries and concerns can be dealt with by the Scheme Administrators if, as and when 
they arise.  However, if members feel they need to make a formal complaint they can do this via the Scheme’s 
IDRP.  In accordance with the Pensions Act 1995 the IDRP has been agreed by the Trustees, and details of 
this procedure are available to members and beneficiaries on written request to the Secretary to the 
Trustees. 
 
Pensions Ombudsman 
 
In cases where a complaint or dispute cannot be resolved, having gone through the Scheme’s IDRP, an 
application can be made to the Pensions Ombudsman for him to investigate and determine any complaint 
or dispute of fact or law involving the Scheme.  The address is: 
 

The Pensions Ombudsman 
10 South Colonnade 

Canary Wharf 
E14 4PU 

 
https://www.pensions-ombudsman.org.uk/  

 
Telephone: 0800 917 4487 

Phone lines open 9.00am – 5.00pm Monday to Friday 
 

Or you can email them at enquiries@pensions-ombudsman.org.uk 

https://www.pensions-ombudsman.org.uk/
mailto:enquiries@pensions-ombudsman.org.uk
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VAILLANT GROUP PENSION SCHEME 

Implementation Statement – year ended 5 April 2026 

Trustees must exercise their powers of investment with a view to giving effect to the policies in the Statement of Investment Principles (“SIP”), so far as is 

reasonably practical. To boost compliance with the SIP, Trustees are required to produce an Implementation Statement which sets out how they have followed 

and acted upon their stated investment policies in their SIP. 

The Trustees have prepared this implementation statement in compliance with the governance standards introduced under The Occupational Pension Schemes 

(Investment and Disclosure) (Amendment) Regulations 2019 (as amended). Its purpose is to demonstrate how, and the extent to which, the Scheme’s Statement 

of Investment Principles (SIP) documents dated December 2024 (signed on 15 April 2025) have been followed, if there have been any reviews of the document 

(of which there were none during the year ended 5 April 2026) and how policies on voting, stewardship and engagement have been followed. This statement 

covers the period 6 April 2025 to 5 April 2026, and is also available on the Scheme member website by visiting www.vaillantpensions.com  

A. Voting and Engagement Policy 

The policy as set out in the SIP in respect of voting, stewardship and engagement is in summary as follows:  

i. The Scheme only invests via pooled investment funds, meaning that the Scheme’s investments are pooled with those of other investors. It can be 
harder for those invested in pooled funds to exert their influence, given the other investors with a stake, but the Trustees still monitor and engage 
as much as possible.  

ii. Voting decisions on stocks are delegated to the investment manager of the pooled funds held by the Scheme.  

iii. SEI Investments (Europe) Limited (SEI), the Scheme’s Fiduciary Manager (and investment adviser), or the investment manager of a third-party pooled 
fund, has full discretion for undertaking engagement activities in respect of the investments. 

iv. Where the investment manager is SEI, they have pooled their holdings in their funds with other investors and employed a specialist proxy voting 
service provider for voting and engagement services. 

v. SEI will report on voting and engagement activity to the Trustees on a periodic basis together with its adherence to the UK Stewardship Code. The 
Trustees will consider whether the approach taken was appropriate or whether an alternative approach is necessary. The Fiduciary Manager is a 
signatory to the UK Stewardship Code. 

vi. The Trustees will assess the Fiduciary Manager’s performance against objectives annually including how well the Fiduciary Manager is aligned with 
the SIP in terms of ESG factors.  

http://www.vaillantpensions.com/
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The Trustees are of the opinion that this policy has been followed during the year. In particular:  

▪ The Trustees have received and reviewed quarterly reports from SEI that set out  

o How SEI has voted on all the shares where SEI has voting rights including number of votes for, against and abstentions. For votes against, details 
of the issues to which the votes relate are provided.  

o The number of companies engaged and the number of milestones achieved by engagement issue. 

▪ The Trustees reviewed the above quarterly reports throughout the Scheme year and monitored performance. The Trustees were satisfied with the 
content of the reports and that SEI’s performance was in line with the SIP and the Trustees’ expectations. 

▪ The Trustees have considered SEI’s voting practices and stewardship policies noting that they are a signatory to the UN Principles for Responsible 
Investment.  

▪ The Trustees have a process in place to review SEI’s performance against objectives, including ESG factors. 

SEI’s engagement priorities for the period under consideration included: 

o Climate Change 

o Sustainable Agriculture 

o Modern Slavery 

o Future of Work 

o Board Governance 

SEI’s engagement efforts are primarily focused on public equities; however, many companies represented in these engagement efforts are also held in fixed 

income strategies. SEI believes that these fixed income funds also benefit from the positive progress that results from productive shareholder engagement. 

The engagement on climate change through SEI’s collaboration with their engagement partner spans both equity and fixed income.  

In light of the above and otherwise, the Trustees have considered their policy in regard to voting and stewardship and concluded that:  

o SEI’s voting and stewardship policies and implementation on behalf of the Trustees remain aligned with the Trustees’ views on these matters.  

o The current policy is appropriate and no further action is required at this stage, albeit the Trustees will continue to monitor the performance of this 
policy and SEI’s performance in the future. 
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B. Voting Record 

All underlying securities in pooled funds that have voting rights are managed by SEI with SEI having the legal right to the underlying votes. SEI in turn use a 

Specialist ESG Provider, namely Glass Lewis as a proxy for all voting.  SEI provide the Specialist provider with the holdings across all SEI’s pooled funds and the 

proxy votes are cast according to a policy set out by SEI. During the period from 6 April 2025 to 5 April 2026, across the Scheme’s holdings1 SEI voted as follows, 

including the percentage of overall votable items voted on: 

Fund Name 
Global Managed Volatility 

(Equity) 

Global Factor Allocation Equity 

(Equity) 

Dynamic Asset Allocation 

(Equity) 

ISIN IE00B19H3542 IE00BDD7WJ18 IE00B5NNKL10 

Number of Votable Meetings 431 599 632 

Number of Votable Items 5297 12290 14222 

% of Items Voted 96% 98% 92% 

For 90% 90% 92% 

Against 9% 8% 7% 

Abstain/ Withheld/ Other 1% 2% 0% 

% of votes with management 92% 91% 94% 

% of votes against management 8% 8% 6% 

% of votes other 0% 1% 1% 

Voting Against/Abstain by 

Category 

   

Capital Related 9% 12% 8% 

Board/Directors/Governance 46% 39% 38% 

Remuneration Related 12% 15% 25% 

Shareholder Proposals 31% 22% 28% 

Other 3% 13% 2% 

 

 
1 SEI has shown voting data for the relevant quarters the fund was invested in.  
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Fund Name 
Factor Global Managed Vol 

(Equity) 

Emerging Market Equity 

(Equity) 

Small Cap Equity 

(Equity) 

ISIN IE000OM5JZ76 IE0000629257 IE0034296800 

Number of Votable Meetings 26 426 289 

Number of Votable Items 418 4816 3488 

% of Items Voted 82% 100% 100% 

For 93% 86% 93% 

Against 7% 11% 5% 

Abstain/ Withheld/ Other 0% 3% 0% 

% of votes with management 96% 84% 93% 

% of votes against management 4% 11% 6% 

% of votes other 0% 5% 0% 

Voting Against/Abstain by 

Category 

   

Capital Related 0% 24% 5% 

Board/Directors/Governance 39% 8% 56% 

Remuneration Related 4% 29% 24% 

Shareholder Proposals 57% 3% 15% 

Other 0% 36% 1% 
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C. Significant Votes 
 

Highlights of some of the significant votes during the period are shown in the table below. These votes are considered to be significant as they may have a 

material impact on the company or the wider community. SEI selects votes based on one or more of the following criteria: 

• Votes SEI considers to be high profile which have such a degree of controversy that there is high client and/ or public scrutiny. 

• Votes relating to companies with a high or severe ESG risk rating. 

• Votes relating to SEI’s thematic priorities as described in Section A. 

 

To date, the Trustees have accepted SEI’s position on what constitutes a significant vote, but this will be kept under consideration. 

Company Name Held in Fund(s) 
(% size of holding)2 

Theme Date of Vote 
and Outcome 

Vote Decision and Significance of vote 

Meta Platforms 

Inc 
Factor Allocation 

Equity (<0.5%) 

Dynamic Asset 

Allocation (<0.5%) 

Board 

Governance 
Date: 

24/05/2025 

Outcome:  

N/A 

Voted For the shareholder proposal regarding report on the efforts to combat hate. In 

recent years, regulators have focused on minimising social media misuse targeting 

Meta and its industry peers. Given the international attention to the issues of content 

moderation and management including hate speech, Glass Lewis believes that the 

Company should take appropriate steps to mitigate risks to its operations. This vote is 

deemed significant due to the public scrutiny and potential exposure to reputational 

and 

regulatory risks. As such, Glass Lewis believes that the additional reporting will be 

beneficial for shareholders to better assess the Company’s exposure to these risks. 

Arcelormittal S.A. Dynamic Asset 

Allocation (<0.5%) 
Board 

Governance 
Date: 

25/04/2025 

Outcome:  

N/A 

Voted For the proposal to ratify the acts of members of the board of directors for the 

past fiscal year. The Company has experienced a troubling number of fatal incidents in 

recent years. 13 work-related deaths were recorded in 2024, compared to a notable 61 

fatalities in 2023. Of the 61 work-related deaths in 2023, 46 occurred as a result of the 

explosion and fire at the Company's Kostenko mine in Kazakhstan on October 28, 2023. 

The Company previously reported 22 work-related deaths in 2022, 29 in 2021 and 17 in 

2020. Despite past safety incidents, Glass Lewis believes the board has taken visible 

steps to improve safety. This vote is deemed significant given the intense public 

scrutiny surrounding the Company’s health and safety record, including recent fatal 

incidents and ongoing regulatory challenges. Glass Lewis believes that enhanced 

 
2 % holding as at last day of the quarter in which vote occurred. 



 

6 
 

Company Name Held in Fund(s) 
(% size of holding)2 

Theme Date of Vote 
and Outcome 

Vote Decision and Significance of vote 

transparency and continued reporting will help shareholders more effectively evaluate 

the board’s oversight and the Company’s exposure to reputational and legal risks. 

Kering SA Dynamic Asset 

Allocation (<0.5%) 
Board 

Governance 
Date: 

09/09/2025 

Outcome: 

N/A 

Voted Against the proposal for the approval of the remuneration policy for the coming 

year. The Company has put forward several changes, including setting the incoming 

CEO’s annual base salary at an 83 percent premium over that of his predecessor, 

introducing short‑term incentive metrics tied to executive turnover and strategic 

priorities, and implementing severance and non‑compete agreements. In addition, the 

package includes a €20 million sign‑on bonus, of which €15 million will be paid in cash 

with no performance conditions and €5 million will be awarded in shares subject to 

performance criteria. This vote is deemed significant because the Company does not 

appear to have a coherent long‑term framework for executive remuneration, and the 

current strategy is not sufficiently aligned with the best interests of shareholders. 

Wisetech Global 

Limited (WTC) 
Dynamic Asset 

Allocation (<0.5%) 
Board 

Governance 
Date: 

21/11/2025 

Outcome: 

For 

Voted For the proposal for the approval to adopt the remuneration report for the 

financial year ended 30 June 2025. Following negative media coverage and misconduct 

allegations, on 24 October 2024, the Company announced that Mr. White had 

requested to step down as MD/CEO with immediate effect, taking a short period of 

leave before returning to a new full-time consulting role focused on product and 

business development. On 26 February 2025, Mr. White rejoined the board as Executive 

Chair and was later appointed as the Chief Innovation Officer. He receives A$1 million 

fixed remuneration in that role with no incentive eligibility. The governance challenges 

surrounding the founder appear to have prompted the board to strengthen retention 

and stability among key executives during a difficult period. The proposed 

remuneration structure supports this objective. This vote is deemed significant because 

the remuneration framework remains heavily weighted toward equity, with limited 

cash‑based incentives and a strong emphasis on deferred equity awards. While the 

framework includes an ad hoc award and a one‑off re‑testing provision, these 

measures are viewed as acceptable in the context of the Company’s recent governance 

issues and the need to maintain leadership continuity. 

Australia & New 

Zealand Banking 

Group Ltd. 

Dynamic Asset 

Allocation (<0.5%) 
Environmental Date: 

18/12/2025 

Voted Against the shareholder proposal requesting ANZ to disclose a strategy to 

eliminate financed deforestation. It is concluded that ANZ already provides sufficient 

disclosure on environmental and social risk management, including alignment with 
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Company Name Held in Fund(s) 
(% size of holding)2 

Theme Date of Vote 
and Outcome 

Vote Decision and Significance of vote 

Outcome: 

Against 
domestic laws, the Equator Principles, and emerging nature‑related frameworks. The 

Company also highlighted ongoing policy integration following the Suncorp acquisition 

and planned engagement with the AFi in 2026 to enhance future reporting. Given these 

existing measures, there is no evidence that additional disclosures were necessary or 

that current practices pose a material risk to shareholder value. This vote is considered 

significant because it relates to the bank’s management of nature‑related and 

deforestation‑linked risks within its lending portfolio, an area of increasing regulatory, 

stakeholder, and market scrutiny. The proposal also touches on financed emissions and 

the broader expectations placed on financial institutions to assess and mitigate 

environmental impacts across their value chains. 

Asahi Group 

Holdings Ltd.) 
Dynamic Asset 

Allocation (<0.5%) 

Factor Allocation 

Global Equity 

(<0.5%) 

Global Managed 

Volatility 

(<0.5%)  

Small Cap Select 

(<0.5%) 

Board 

Governance 
Date: 

24/03/2026 

Outcome: 

For 

Voted for the proposal for the election of directors at the Company’s 2026 Annual 

General Meeting. The Company experienced a significant cybersecurity incident in 

September 2025, involving a ransomware attack that disrupted core operations, 

restricted logistics and sales, and resulted in the external leakage of certain personal 

data. The incident highlighted weaknesses in the Company’s information security 

controls and broader risk management framework. Following the incident, the 

Company has taken steps to enhance its cybersecurity framework, including 

strengthening network controls, improving monitoring and recovery processes, and 

increasing board‑level oversight of information security. In light of these mitigating 

actions, support for the re‑election of directors was considered appropriate. This vote is 

deemed significant due to the material operational and governance risks arising from 

the cyberattack, including disruption to financial reporting, business continuity 

concerns, and the need for strengthened board oversight of technology and risk 

management processes. 

Starbucks Corp. Dynamic Asset 

Allocation (<0.5%) 

 

Board 

Governance 
Date: 

25/03/2026 

Outcome: 

Against 

Voted against the proposal for the election of Beth E. Ford, Chair of the Nominating 

and Corporate Governance Committee, due to concerns regarding insufficient 

board‑level oversight of environmental and social issues. The Company dissolved its 

Environmental, Partner and Community Impact Committee in November 2025, with 

responsibilities for ESG and labour oversight redistributed across the board and other 

committees. However, these oversight responsibilities have not been formally codified 

within committee charters or governing documents, raising concerns regarding 

accountability and governance clarity. This vote is deemed significant given the 

ongoing labour disputes with Starbucks Workers United, including prolonged strike 
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Company Name Held in Fund(s) 
(% size of holding)2 

Theme Date of Vote 
and Outcome 

Vote Decision and Significance of vote 

activity and allegations of insufficient oversight of human capital management. In 

addition, a coalition of investors publicly urged shareholders to oppose certain 

directors, citing sustained failures in labour relations oversight and an escalation of 

governance risks in this area. 

 

 

 

 

D. Engagement Activity 
 

A highlight of some of the engagements during the period are shown in the table below. SEI conducts shareholder engagement collaboratively through third 

party specialists Sustainalytics and Columbia Threadneedle Investment reo©. Each case study describes a milestone achieved relating to their engagement 

priorities as described in section A.  

 

Company Name Held in Fund(s) Theme Objective Description 

Nippon Telegraph 

& Telephone Corp 
Global Managed 

Volatility 

Factor Allocation 

Global Equity 

Dynamic Asset 

Allocation 

Thematic – 

Human 

Capital 

Management 

 

The engagement focuses on 

demographic changes and 

diversity, equity, and 

inclusion and how the latter 

might support the former. 

Japan is facing noticeable 

population decline, resulting 

in a labor shortage. With the 

majority of the company’s 

workforce located in Japan 

and its necessity to attract 

the best talent, it is vital that 

the company’s human-

Nippon Telegraph & Telephone Corp (NTT) is a Tokyo-based multinational 

telecommunications company. It is the third largest publicly listed company in 

Japan, with a 300,000-person workforce and, consequently, is in competition for 

the best talent in the market. Sustainalytics held its first engagement call with 

NTT in Q1 2025; the company expressed a willingness to engage. The business 

shared the upcoming expansion of its disclosures, specifically in response to the 

Sustainability Standards Board of Japan requirements. The company has set 

targets against various wellbeing initiatives such as paternity leave and career 

progression opportunities, which evidence positive uptake. In line with 

international expectations, the business has also set DEI targets of 15% of 

women at the manager level and 30% of women at the board level in all 

operating companies by 2025. NTT took time to explain its rationale behind DEI 

targets and which objectives they supported. The company also demonstrated a 

clear preparedness to adapt to Japan’s shrinking workforce. Sustainalytics will set 
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Company Name Held in Fund(s) Theme Objective Description 

capital strategy has a direct 

response to this risk. 

 

up a second engagement call with the company in Q3 of 2025 that will focus on 

the renewal of targets as some previous targets will reach maturity. It will also be 

an opportunity to assess the company according to new disclosures. To reach 

the second milestone, the company should present more detailed workforce 

disclosures to begin reporting against international standards. 

Deutsche Börse 

AG 
Factor Allocation 

Global Equity 

Dynamic Asset 

Allocation 

 

Thematic – 

Sustainability 

and Good 

Governance 

To ensure that Deutsche 

Börse has excellent 

corporate and sustainability 

governance to boost 

standards for the European 

finance industry. 

Deutsche Börse is a financial exchange company headquartered in Frankfurt, 

Germany. In Q1 2025, Sustainalytics met with the chairman of the supervisory 

board and senior executives to discuss recent significant leadership changes, 

strategic priorities for 2025, the new executive remuneration system, and the role 

of Deutsche Börse and the capital markets in Europe in the sustainability 

transformation. The company reported that it finds human capital as one of its 

most material ESG topics, having an active people strategy that promotes 

diversity, equity and inclusion, and systematically measures how attractive the 

company is as an employer. Sustainalytics reports the company’s performance is 

strong as its corporate governance structure is aligned with industry best 

practices. Notably, the Supervisory Board comprises 44% women and will soon 

have a female chair. The company’s corporate strategy, Horizon 2026, includes 

sustainability as a key growth driver. In 2024, Deutsche Börse enhanced its ESG 

governance by establishing a group sustainability committee that reporting to 

the executive board. The company provides robust ESG disclosure and has the 

best verification of ESG among companies in the thematic program. To reach the 

fourth milestone, the company is urged to disclose double materiality 

assessment results and describe the target-setting process, explaining how the 

company’s sustainability goals and ESG targets in executive compensation are 

aligned and reflect the company’s main impacts from the double materiality 

perspective.   

Lenovo Group 

Ltd. 
Factor Allocation 

Global Equity 

 

Thematic – 

scaling 

circular 

economies 

To reach milestone 2, 

Lenovo is urged to provide 

dedicated and substantial 

disclosure on its approach to 

advancing a circular 

economy, also including 

related capex quantification. 

Lenovo is a multinational technology company operating across China and the 

US. The company faces sector-wide challenges related to resource consumption 

and e-waste, making circular economy strategies critical to mitigating 

environmental risks. Lenovo’s approach aligns with global sustainability 

reporting standards and emphasizes maximizing the value and reuse of excess, 

returned, and obsolete products and parts. Programs such as Lenovo’s Asset 

Recovery Service ensure components remain in circulation via reuse, repair, or 

refurbishment, reducing the need for new manufacturing. Sustainalytics initiated 
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Company Name Held in Fund(s) Theme Objective Description 

engagement through their thematic program, scaling circular economies, in 

March 2025 to encourage clearer disclosures, stakeholder collaboration, and 

alignment with evolving sustainability targets. Lenovo has already hosted two 

substantive engagement calls in Q2 and Q3, involving members of its Global ESG 

Operations team. Sustainalytics reports that their responsiveness and expertise in 

circular economy practices reflect strong commitment to advancing these goals. 

To meet investor expectations and strengthen industry leadership, Sustainalytics 

recommends Lenovo continue enhancing transparency on how it measures the 

effectiveness of its circular strategies and integrate time-bound targets for 

improvement. The next phase of engagement will focus on scaling these 

practices across Lenovo’s global operations and leveraging its leadership to 

influence broader adoption within the technology hardware sector. 

LG Chem Ltd. Emerging 

Markets Equity 

 

Thematic – 

net zero 

transition 

To reach Milestone 3, LG 

Chem is urged to disclose 

verifiable evidence that it is 

achieving at least 85% of its 

expected emissions 

reductions relative to its 

disclosed targets and 

disclose a specific, 

measurable target to reduce 

supply-chain GHG emissions. 

LG Chem is a South Korea–based global chemicals producer facing sector-wide 

challenges in managing scope 3 emissions and strengthening supply‑chain 

transparency, key components of its long‑term net‑zero strategy. Sustainalytics 

initiated engagement through the Net Zero Transition Program in 2023, aiming 

to help LG Chem strengthen its transparency and accountability by verifying 

emissions progress, establishing a supply-chain reduction target, and 

demonstrating how current initiatives close its emissions gap. In Q4 2025, the 

company shared updates on capital allocation toward low‑carbon technologies 

and process innovations, and signaled readiness to adopt Science Based Targets 

initiative (SBTi) guidance once the chemical‑sector criteria are finalized. Recent 

engagement also confirmed that Tier 1 suppliers are now required to complete 

ESG self‑assessments, disclose GHG emissions data, and submit reduction 

targets. These developments demonstrate early but meaningful progress toward 

integrating supplier engagement into LG Chem’s broader decarbonization 

agenda. Complementing these actions, the company has committed to achieving 

net‑zero by 2050, plans to invest approximately KRW 900 billion (USD 614 

million) in low‑carbon capital expenditure by 2030, and is prioritizing a transition 

to 100% renewable energy across its operations. LG Chem is also innovating in 

low-carbon materials and circularity, including its LETZero product line and a 

pyrolysis plant that recycles post-consumer plastic waste. Collaborations with 

peers through platforms like the Global Impact Coalition and partnerships with 

suppliers and recyclers further strengthen its decarbonization efforts. As SBTi 

chemical‑sector guidance is finalized, engagement will continue to focus on 
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Company Name Held in Fund(s) Theme Objective Description 

closing scope 3 data gaps, strengthening supplier expectations, and advancing 

toward measurable, time‑bound supply‑chain emissions‑reduction targets. 

E.ON SE Dynamic Asset 

Allocation 

Thematic – 

human rights 

and transition 

To reach Milestone 3, E.ON 

is urged to improve 

disclosure on the outcome 

and related actions on 

identified human rights risks 

and impacts, as well as on 

the effectiveness of its 

grievance mechanism. 

E.ON SE, one of Europe’s largest multi‑utility companies, operates extensive 

retail and network businesses across Germany, the U.K., Eastern Europe, the 

Netherlands, Belgium, and Sweden, placing it at the center of the continent’s 

energy transition. With a customer base exceeding 47 million and a complex 

value chain, E.ON faces increasing expectations to uphold strong human-rights 

due-diligence systems in line with the UN Guiding Principles and emerging EU 

due-diligence legislation. Sustainalytics initiated engagement through the 

Human Rights and Transition Program in 2025 to support the company in 

strengthening its human rights governance, enhancing disclosure and mitigating 

risks across its operations and supply chain. Sustainalytics reports E.ON has 

shown responsiveness by participating in introductory and follow‑up 

engagement calls, where it described its existing due diligence structures, 

quarterly board‑level governance meetings, and the development of annual 

human rights reporting to its board of directors. While the company 

demonstrates a solid baseline, particularly for its own operations, Sustainalytics 

identified clear gaps in supply‑chain risk assessment, grievance‑mechanism 

transparency, and reporting on outcomes and measurable targets. In the Q4 

2025 engagement call, E.ON noted that its priorities for 2026 include preparing 

for new EU due‑diligence requirements and exploring ways to assess risks further 

into its supplier tiers. Sustainalytics has encouraged the company to expand 

disclosure on findings from human-rights impact assessments, articulate actions 

taken to address salient risks, and strengthen visibility into stakeholder input. 

The next phase of engagement in 2026 will focus on improved reporting, clearer 

KPIs, and deeper integration of human-rights expectations across its supply 

chain to support stronger alignment with leading industry practice. 

Barrick Mining 

Corp 

Dynamic Asset 

Allocation 

Material risk 

– community 

relations 

Barrick should enhance its 

disclosure of community 

relations and human-rights 

legacy issues and consider 

best practices in corporate 

governance and climate-risk 

disclosure. 

Barrick Mining Corp., a Canada‑based gold and metals producer, operates across 

high‑risk jurisdictions where community relations, human rights, and 

environmental management present material ESG risks. Engagement focused on 

strengthening governance, improving disclosure practices, and addressing 

legacy human-rights impacts, particularly with its Tanzania operations. Since the 

initial dialogue in 2021, Barrick responded consistently, hosting ESG‑focused 

events, collaborating across stewardship programs, and allowing more investor 
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Company Name Held in Fund(s) Theme Objective Description 

participation in engagement calls. Through sustained engagement, the Barrick 

enhanced its management of material issues (decarbonization, physical climate 

risk, cyanide, tailings management) and socio‑economic impacts of its 

operations on surrounding communities. Barrick’s disclosure now includes 

asset‑level climate‑risk assessments, Scope 3 category reduction targets, 

air‑quality data for all sites, and detailed community grievances, resettlement 

plans, and socio‑economic investments (e.g., developing  Special Reporting on 

Economic Zone at its former Buzwagi mine. Instead of a traditional "cleanup and 

leave" closure, Barrick and the Tanzanian government repurposed the existing 

mine infrastructure to support a local airport and power grid, and turned the 

space into a center for manufacturing, logistics, and mineral processing that aims 

to replace the mine's economic output with sustainable long-term jobs. 

Governance improvements were also evident through board‑level oversight of 

sustainability, new director appointments, strengthened scorecard metrics tied to 

ESG and integration of sustainability into long‑term incentives. These actions 

collectively reduced the Barrick’s ESG Risk Rating below the threshold for 

engagement and marked measurable progress toward global best practices in 

climate reporting, human rights management, and community engagement; as a 

result, the engagement was resolved. 
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