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SONY UNITED KINGDOM PENSION SCHEME 
 

TRUSTEE'S REPORT 
 

YEAR ENDED 31 MARCH 2018 
 

 
Introduction 
 

The Trustee of the Sony United Kingdom Pension Scheme ("the Scheme") presents its annual report 
together with the actuarial certificate and audited financial statements for the year ended 
31 March 2018. 
 

Scheme constitution and management 
 

The Scheme is governed by a definitive Trust Deed and Rules. 
 

The Scheme was established to provide retirement benefits to eligible employees of Sony Europe 
Limited. The Scheme has both a defined benefit section and a defined contribution section. Under the 
defined benefit section benefits are payable to members in accordance with the Scheme Rules based 
on their length of service and their average salary prior to retirement. Under the defined contribution 
section the contributions for each member are invested until retirement when the accumulated value of 
each member's investment account will be used to purchase benefits. On 1 April 2011 the defined 
benefit section was closed to future accrual. 
 

Changes to the Scheme 
 

The Trustee purchased a buy-in insurance policy with Just Retirement Limited ("Just") on 17 May 2017. 
The premium paid for the policy, which covers 86 of the pensioner and dependent members with the 
highest liabilities, was £86,547,664, based on market conditions at close of business on 23 May 2017. 
This transaction is reflected in the Scheme's financial statements for the year ended 31 March 2018. 
The policy is held in the Trustee's name as an investment of the Scheme. 
 

The defined contribution section (My Pension) closed to future accruals from 31 December 2017. 
Following the closure the assets were transferred to the Aviva Master Trust on 28 February 2018. 
 

There were no other significant changes to the Scheme during the year. 
 

Trustee 
 

The Scheme is governed by the Trustee who is required to act in accordance with the Trust Deed and 
the Scheme Rules, within the framework of pension and trust law. The Principal Employer has the power 
to appoint or remove the Corporate Trustee. The Trustee Directors are appointed and removed in 
accordance with the Trust Deed and the member nominated trustee arrangements established by Sony 
Europe Limited. Up to a maximum of four directors are Member Nominated, appointed by a Selection 
Committee in accordance with the requirements introduced in the Pensions Act 2004, whilst the 
remaining directors are appointed by the Company. The term of office of the Member Nominated Trustee 
Directors is 5 years, but they can present themselves for re-selection when their term of office expires. 
However, any term of office may be extended for a short period if the Principal Employer and the Trustee 
Directors agree that this would be expedient. There were regular meetings of the directors during the 
year and various sub-committee meetings to discuss the administration, communication, governance 
and investments of the Scheme. Voting at meetings, where applicable, is by simple majority. 
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TRUSTEE'S REPORT (continued) 
 

YEAR ENDED 31 MARCH 2018 
 

 
Financial developments and financial statements 
 

The financial statements have been prepared and audited in compliance with the regulations made 
under sections 41(1) and 41(6) of the Pensions Act 1995. 
 

The combined net assets of the DB and DC sections of the Scheme decreased by £133,805,437 over 
the year to £655,657,597 at 31 March 2018. 
 

A PPF style guarantee from Sony Global Treasury Services (SGTS) to the Scheme is in place whereby 
SGTS guarantees the amount which is needed to fund the Scheme to the level of 105% measured on 
a Section 179 basis, or £200m if higher. 
 

Statement of Trustee's responsibilities 
 

Trustee's responsibilities in respect of the financial statements 
 

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

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

 

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

 

In discharging these responsibilities, the Trustee is responsible for selecting suitable accounting 
policies, to be applied consistently, making any estimates and judgements on a prudent and reasonable 
basis, and for ensuring that the financial statements are prepared on a going concern basis unless it is 
inappropriate to presume that the Scheme will continue as a going concern. 
 

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

The Trustee also has a general responsibility for ensuring that accounting records are kept and for taking 
such steps as are reasonably open to it to safeguard the assets of the Scheme and to prevent and 
detect fraud and other irregularities, including the maintenance of an appropriate system of internal 
control. 
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TRUSTEE'S REPORT (continued) 
 

YEAR ENDED 31 MARCH 2018 
 

 
Trustee's responsibilities in respect of contributions 
 

The Trustee is responsible under pensions legislation for preparing, and from time to time reviewing and 
if necessary revising, a schedule of contributions showing the rates of contributions payable to the 
Scheme by or on behalf of employers and the active members of the Scheme and the dates on or before 
which such contributions are to be paid. 
 

The Trustee is also responsible for keeping records in respect of contributions received in respect of 
any active member of the Scheme and for adopting risk-based processes to monitor whether 
contributions that fall due to be paid are paid into the Scheme in accordance with the schedule of 
contributions. 
 

Where breaches of the schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 to 
consider making reports to the Pensions Regulator and to members. 
 

Membership 
 

The changes in membership during the year are as follows: 
 

Defined benefit section 
 Active 

members 
Deferred 

members Pensioners Beneficiaries Total 
At 1 April 2017 – 2,409 853 130 3,392 
Adjustments to prior year – 4 1 10 15 
New members joining – – – 11 11 
Retirements – (60) 60 – – 
Deaths – – (14) (3) (17) 
Beneficiary's pension ceasing – – – (3) (3) 
Transfers out – (74) – – (74) 
Total commutations – (5) – (3) (8) 
 ──── ─────── ──── ──── ─────── 

At 31 March 2018 – 2,274 900 142 3,316 
 ════ ═══════ ════ ════ ═══════ 

 

Defined contribution section 
 Active 

members 
Deferred 

members Pensioners Beneficiaries Total 
At 1 April 2017 1,153 1,894 – 9 3,056 
Adjustments to prior year (19) 19 – (9) (9) 
New members joining 189 – – – 189 
Retirements (1) (6) – – (7) 
Members leaving with 
preserved pensions (1,319) 1,319 – – – 
Deaths – (3) – – (3) 
Transfers out – (51) – – (51) 
Members opting-out (3) – – – (3) 
Group transfers out – (3,172) – – (3,172) 
 ─────── ─────── ──── ──── ─────── 

At 31 March 2018 – – – – – 
 ═══════ ═══════ ════ ════ ═══════ 

 

Total membership  – 2,274 900 142 3,316 
 ════ ═══════ ════ ════ ═══════ 
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SONY UNITED KINGDOM PENSION SCHEME 
 

TRUSTEE'S REPORT (continued) 
 

YEAR ENDED 31 MARCH 2018 
 

 
The adjustments to the prior year closing figures relates to receipt of notifications of status changes post 
year end which have effective dates of status pre year end. 
 

The bulk annuity policy held with Just Retirement Ltd is written on the lives of 86 pensioners and 
dependent members. 
 

The 9 beneficiaries in the defined contribution section adjustment to the prior year relates to members 
who have died in active service and therefore a pension benefit is payable from the Scheme. Their 
pension is payable from the defined benefit section and is shown as adjustment to the prior year in the 
opening balance. 
 

Pension increases 
 

On 1 April 2017, in accordance with the Scheme Rules, the following pension increases took place. 
 

Increases applied for Sony Basingstoke pensioners: 
 pre 88 GMP  Nil 
 post 88 GMP  1.0% 
 pre 97 excess  2.5% 
 post 97 excess  2.5% 
 

Increases applied for Sony UK pensioners: 
 pre 88 GMP  Nil 
 post 88 GMP  1.0% 
 pre 97 excess  3.0% 
 post 97 excess  3.0% 
 post 2000 excess  2.5% 
 

The increase of these elements are the same for each member. 
 

Deferred pensions have been increased in line with statutory requirements. 
 

There were no discretionary pension increases awarded during the year (2017: nil). 
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Report on Actuarial Liabilities 
 

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding 
Objective, which is to have sufficient and appropriate assets to covers its technical provisions. The 
technical provisions represent the present value of the benefit members are entitled to, based on 
pensionable service to the valuation date. This is assessed using the assumptions agreed between the 
Trustee and the Employer and set out in the Statement of Funding Principles, which is available to 
Scheme members on request. 
 

The most recent full actuarial valuation of the Scheme was carried out as at 31 March 2016. This showed 
that on that date: 
 

The value of the Technical Provisions was: £673.9 million 
The value of the assets at that date was: £552.7 million 
 

The method and significant actuarial assumptions used to determine the technical provisions are as 
follows (all assumptions adopted are set out in the Statement of Funding Principles): 
 

Method 
 

The actuarial method to be used in the calculation of the technical provisions is the Projected Unit 
Method. 
 

Significant actuarial assumptions 
 

Discount rate: The discount rate used to calculate the present capital value of future cashflows, is a 
prudent estimate of the investment return on a notional portfolio of assets and supporting the liabilities 
of the Scheme, based on market conditions at the effective date of the actuarial investigation. This may 
assume that the Scheme will capture part of the expected investment premium for asset classes other 
than gilts. Different discount rates are used pre and post retirement. 
 

Future Retail Price inflation: This assumption is chosen having regard to the Bank of England's 
giltimplied inflation yield curve for the average duration of the Scheme's liabilities, less an adjustment to 
reflect an inflation risk premium. 
 

Future Consumer Price inflation: The future CPI inflation assumption is chosen having regard to the 
RPI inflation assumption and relevant, available market information. At 31 March 2016 the assumption 
of 2.4% per annum was derived from the assumption for future retail price inflation less an adjustment 
equal to 0.8% per annum. 
 

Pension increases: Derived from the rates for future retail and consumer price inflation allowing for the 
caps and the floors on pension increases according to the provisions in the Scheme’s rules. 
 

Pay increases: There are no active members and hence there is no need for a pay increase 
assumption. 
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YEAR ENDED 31 MARCH 2018 
 

 
Assumption  Rate 
Pre-retirement discount rate  Gilt curve + 1.55% pa 
Post-retirement discount rate  Gilt curve + 0.1% pa 
Retail Price Inflation  3.2% pa 
Consumer Price Inflation  2.4% pa 
Pension increases (in excess of 
GMP) RPI capped at 5% 3.1% pa 
 RPI capped at 3% 2.4% pa 
 RPI subject to a minimum of 3% and 

maximum of 5% 3.7% pa 
 

Mortality: SAPS ‘All’ S2 tables with CMI projections (2015) with a long term rate of improvement of 
1.5% pa from 2007 to 2016. Various multipliers are applied to these standard mortality tables as 
summarised in the table below: 
 

Multipliers applied to mortality UK Basingstoke 
base tables:   
 Male Female Male Female 
Non-pensioners 97% 90% 87% 90% 
Pensioners 88% 93% 81% 94% 
 

Future improvements in mortality are assumed to be in line with the CMI projections (2015) with a long 
term rate of improvement of 1.5% pa. 
 

Commutation: Deferred members are assumed to commute 15% of pension benefits for cash at 
retirement based on the terms in force as at 31 March 2016. 
 

The Trustee board is obliged to issue a Summary Funding Statement on an annual basis, to update all 
members and beneficiaries of the Scheme's financial position. The main assumptions and key points 
from the actuarial valuation are summarised in the actuarial valuation section below. 
 

A new schedule of contributions was signed by the Trustee following the completion of the valuation, 
and was certified by the actuary on 20 September 2017. Details of the contributions agreed with the 
Employer to remove the deficit are included in note 3 of the financial statements. 
 

Next actuarial valuation 
 

Formal actuarial valuations of the Scheme take place every three years, the latest of which was carried 
out as at 31 March 2016. The next actuarial valuation will be as at 31 March 2019. 
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Investment management 
 

Investment managers 
 

The Scheme's investments are managed by investment managers appointed by the Trustee, on either 
a pooled or segregated basis. The pooled funds are managed in line with the relevant policy 
documentation, while the segregated funds are managed according to an agreement reached with the 
Trustee. The investment guidelines for segregated investments and choice of pooled funds for pooled 
investments are determined by the Trustee with the assistance of an investment adviser appointed by 
the Trustee. Manager performance is reviewed by the Trustee on a regular basis. 
 

The Trustee purchased a Buy-in asset in May 2017, the cash flows from which will match the cash flows 
from a section of the Scheme's pensioner liabilities. This transaction was taken after investigating the 
potential implications for the Investment Strategy. The Buy-in premium was funded from a combination 
of cash, physical gilts and credit holdings. 
 

The investment managers' fees are primarily based on the market value of the assets under their 
management but commissions and fees are also levied on investment transactions. The investment 
adviser's fees are based on the chargeable hours worked. 
 

The investment adviser and investment managers are all appropriately authorised under the Financial 
Services and Markets Act 2000. 
 

Investment principles 
 

The Trustee has produced a Statement of Investment Principles as required by Section 35 of the 
Pensions Act 1995 and this is available on request from the contact address set out in the final section 
of this Trustee's Report. 
 

The Statement of Investment Principles, last updated in February 2018, sets out the allowable ranges 
for each asset class. The investment committee monitors the actual asset allocation regularly (at least 
quarterly) and may from time to time permit the control ranges to be breached. 
 

Marketability of investments 
 

There are restrictions in place over the defined benefit section assets held with Morgan Stanley (which 
requires a primary investment period of 3 years, secondary and co-investment period of 5 years) and 
Altas (which requires a minimum investment period of 4 years). 
 

For Thompson Street Capital Partners there is no definitive minimum investment period. The Investment 
Period is the period commencing on the Initial Closing Date and expiring on the earlier of the date when 
all of the Commitments of the Limited Partners have been invested or used to pay Partnership 
Expenses, and the fifth anniversary of the Effective Date. 
 

The units held by Towers Watson Partners LP are redeemable on a quarterly basis with 10 days notice 
(if redemptions are less than 5% of total fund). 
 

The units held by Fulcrum Investments are redeemable on a monthly basis with 65 days notice. 
 

Other than the funds referred to above and excluding Buy-in assets, the Trustee considers that all of the 
Scheme's investments are readily marketable. 
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Review of investment performance 
 

The table below shows the performance of the defined benefit section and each of the funds over various 
periods relative to the appropriate benchmarks as supplied by the investment managers: 
 

Annual percentage returns 1 year 3 years 5 years 
 % % % 
 

Defined benefit section    
 

Legal & General - North America equity 11.6 9.2 12.2 
Benchmark - North America equity index 11.5 9.2 12.2 
 

Legal & General - Europe ex UK equity 4.5 3.1 9.9 
Benchmark - Europe equity index 4.5 3.1 9.8 
 

Legal & General - Japan equity 15.1 3.8 11.5 
Benchmark - Japan equity index 15.1 3.9 11.5 
 

Legal & General - World Emerging Markets 8.7 10.3 6.8 
Benchmark - All Emerging equity index 8.5 10.1 6.6 
 

Legal & General - Over 15 year bonds 1.5 5.2 7.6 
Benchmark - iBoxx £ Non-Gilt (ex-BBB) over 15 years 1.5 5.1 7.5 
 

Legal & General - Investment grade corp bond 1.4 3.7 5.0 
Benchmark - iBoxx £ non-gilts (All stocks) 1.2 3.6 5.0 
 

BlackRock Investment Advisors - Property mandate 9.9 7.9 9.8 
Benchmark - IPD All Balanced Property Funds Weighted 10.0 8.1 10.5 
Average    
 

Majedie Asset Management Limited - UK equity mandate (1.8) 5.2 8.7 
Benchmark - FTSE All Share Index 1.2 5.9 6.6 
 

Fulcrum Asset Management 4.5 0.5 3.9 
Benchmark - LIBOR 3 month 0.3 0.5 0.5 
 

Morgan Stanley Private Equity IV LP (PMF IV)* 8.0 – – 
 

Morgan Stanley Private Equity V LP (PMF V)* 11.5 – – 
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Defined benefit section(continued)    
 

Annual percentage returns 1 year 3 years 5 years 
 % % % 
 

Towers Watson Partners Fund 4.4 6.5 7.7 
Benchmark - CPI + 5% 2.4 1.7 1.4 
 

Schroder Diversified Growth 5.2 3.6 - 
Benchmark - RPI 2.4 1.7 - 
 

BlackRock  Main Account LDI- Total assets portfolio 0.9 10.0 - 
Benchmark  0.9 10.0 - 
 

Hosking Global Fund 4.6 - - 
MSCI ACWI (net)  2.3 - - 
 

Lansdowne DM Long Only Cayman Feeder LP 10.8 - - 
DJGTT Index  1.0 - - 
 
 

Altas Partners Holdings* 10.0 - - 
Benchmark - - - 
 
 

The defined benefit section consolidated performance returns for 1, 3 and 5 years are not available as 
the Scheme does not currently have a performance measurer in place. 
 

Due to the length of time the Scheme has been investing with certain investment managers, some of 
the 3 and 5 year performance returns are not applicable. 
 

Hosking, Lansdowne and Altas assets were held for 1 year therefore no 3 and 5 year returns. 
 

For Thompson Street Capital Partners, there are no 3 and 5 year performance returns available since 
the fund started in January 2016 and there has been no distributions from the fund. 
 

* Morgan Stanley performance returns are only available since inception. 
 

* Altas Partners Holdings performance returns are only available since inception. 
 

Socially responsible investments 
 

The Trustee has delegated responsibility for the selection, retention and realisation of investments to 
the investment managers (within certain guidelines and restrictions). The Trustee's policy is that the 
extent to which social, environmental or ethical considerations are taken into account in the selection, 
retention and realisation of investments is left to the discretion of the active investment managers. 
 

Rights attaching to investments 
 

The Trustee's policy is to delegate responsibility for the exercising of rights (including voting rights) 
attaching to investments to the investment managers. 
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Custodial arrangements 
 

The segregated assets of the Scheme are held in the names of the nominees by the Scheme's 
investment custodian. The investment custodian operates a system of internal controls to ensure the 
security of the Scheme's assets and an annual report on these controls is provided to the Trustee 
together with an opinion on the adequacy of these controls from the custodian's external auditors. 
 

For pooled investments, the Trustee has no direct involvement in custody procedures. Custody of pooled 
investments is the responsibility of the investment managers, the performance of which is reviewed by 
the Trustee. 
 

Employer related investments 
 

During the year to 31 March 2018, the Scheme did not hold any direct investment in Sony Corporation 
but the Trustee invests in overseas managed funds which resulted in a small direct holding of less than 
0.02% (2017: less than 0.1%). 
 

Tax and contracting-out status of the Scheme 
 

The Scheme is a "registered pension scheme" for tax purposes. The defined benefit section of the 
Scheme was contracted out of the state second scheme until 6 April 2016 and the defined contributions 
section is contracted in to the state second scheme. 
 

Cash equivalents 
 

Cash equivalents paid during the Scheme year with respect to transfers have been calculated and 
verified in the manner prescribed by the Pension Schemes Act 1993 and do not include discretionary 
benefits. 
 

Scheme advisers 
 

There are written agreements in place between the Trustee and each of the Scheme advisers listed on 
pages 1 to 2 of this annual report and also with the Principal Employer. 
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TPAS, the Pensions Ombudsman and The Pensions Regulator and Pension Tracing Service 
 

In accordance with the Occupational and Personal Pension Schemes (Disclosure of Information) 
Regulations 2013, members are advised that: 
 

The Pensions Advisory Service (TPAS) of 11 Belgrave Road, London, SW1V 1RB is able to assist 
members and beneficiaries with pension questions and issues which they have been unable to resolve 
with the Trustee or the Scheme administrator (email: enquiries@pensionsadvisoryservice.org.uk). 
 

If they have a complaint or dispute concerning a workplace or personal pension arrangement they have 
the right to contact The Pensions Ombudsman free of charge: 
 

 Address: 10 South Colonnade, Canary Wharf, E14 4PU 
 Telephone: 0800 917 4487 
 Website: www.pensions-ombudsman.org.uk 
 Email: enquiries@pensions-ombudsman.org.uk 
 

In addition to the above The Pensions Regulator of Napier House, Trafalgar Place, Brighton, BN1 4DW, 
(email: customersupport@tpr.gov.uk) may intervene in the running of pension schemes where Trustees, 
managers, employees or professional advisers have failed in their duties. It has wide ranging powers 
which include the power to: 
 

 suspend, disqualify and remove a trustee, or director of a trustee company, for consistently not 
carrying out their duties; 

 

 wind up schemes where necessary; 
 

 apply for injunctions to prevent the misuse and misappropriation of Scheme assets and apply for 
restitution where necessary. 

 

Information regarding the Scheme has been given to the Pension Tracing Service. You can trace your 
pension by contacting the Pension Tracing Service at The Pension Tracing Service, Tyneview Park, 
Whitley Road, Newcastle Upon Tyne, NE98 1BA or online at www2.dwp.gov.uk/tps-
directgov/en/contact-tps/pension-tracing-form.asp. 
 

Internal disputes resolution procedure 
 

A disputes resolution procedure has been agreed by the Trustee to resolve any queries raised by 
beneficiaries or potential beneficiaries of the Scheme and details of this can be obtained by writing to 
the contacts below. 
 

M Martin    B Massieh 
Sony Europe Limited    Sony Europe Limited 
c/o Legal Department    c/o Legal Department 
The Heights    The Heights 
Brooklands    Brooklands 
Weybridge    Weybridge 
Surrey KT13 0XW    Surrey KT13 0XW 
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Contact for further information 

Any requests from individuals for information about their benefits should be sent to: 

Sony United Kingdom Pension Scheme 
PO Box 545 
Redhill 
RH1 1YX 

A copy of the Scheme's documentation is available on The Sony United Kingdom Pension Scheme 
website: www.sukps.org.uk 

Any queries or complaints about the Scheme should be sent to: 

Roy Douglas 
Sony Europe Limited 
The Heights 
Brooklands 
Weybridge 
Surrey KT13 0XW 
Roy.Douglas@eu.sony.com 

Signed for and on behalf of the Trustee of the Sony United Kingdom Pension Scheme by: 

Trustee Director Trustee Director 

Date Date 18th September 2018

Ian Miller Howard Marsh

18th September 2018
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THE CHAIRMAN'S ANNUAL DC GOVERNANCE STATEMENT 
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This statement has been prepared by the Trustee of the Sony United Kingdom Pension Scheme (“the 
Scheme”) in accordance with the Occupational Pension Schemes (Scheme Administration) Regulations 
1996. It describes how the Trustee has complied with the statutory governance standards relating to the 
Scheme’s Defined Contribution Section (“the DC Section”). 
 

Over the Scheme year, the Plan commenced a winding up process whereby all the participant Defined 
Contribution (“DC”) assets (excluding AVCs of the Defined Benefit members accrued under the DB 
Scheme) were transferred to a DC Master Trust with Aviva. The DC section closed to future accrual 
from the 31 December 2017, with further DC contributions post 31 December 2017 being invested with 
Aviva’s Master Trust. Accrued DC benefits were transferred to the Master Trust on 28 February 2018. 
 

Given that the former DC section still remained in existence up until 31 December 2017 during the 
accounting year, the following sections apply to the period up to the closure of accrual and cover the 
key operational aspects affecting the former DC Section, viz: 
 

 The former default investment strategy; 
 

 Charges and the extent to which they represent good value to members; 
 

 The monitoring of core financial transactions, with assistance from the Scheme’s investment 
advisers, Willis Towers Watson; and 

 

 How the Trustee ensures that the Trustee Directors (trustees) have sufficient knowledge so that 
the DC Section is well run. 

 

In addition, where relevant, the statement includes the Additional Voluntary Contribution arrangements 
with the twelve investment options available on the Fidelity Platform, collectively referred to as “the AVC 
Schemes”). 
 

THE DEFAULT INVESTMENT STRATEGY 
 

Members of the DC Section who did not make an explicit choice on how to invest their pension savings 
were automatically invested in the default lifecycle investment strategy (“the LifeChoice Strategy”). 
 

The Trustee prepares and keeps under review a Statement of Investment Principles (SIP) that describes 
its investment policy for the Scheme as a whole, covering such matters as the investment objectives for 
the Scheme, the division of responsibilities, risk controls and the selection and monitoring of investment 
managers. A copy of the full SIP is available on request. 
 

Included within the SIP are the Trustee’s aims and objectives for the LifeChoice Strategy together with 
the reasons why it was deemed appropriate for those members who do not actively make their own 
investment choice. A summary is provided below. 
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The Objective Of The Default LifeChoice Strategy 

The overall objective of the Default LifeChoice Strategy was to provide those members who do not 
actively make their own investment choice with an investment strategy that aims to provide: 

 Long term growth whilst a member is at least 25 years from retirement. 

 A reduction in risk once a member is within 25 years of retirement whilst maintaining the prospect 
of growth over the medium term by gradually increasing the diversification of the underlying 
investments. 

 A further reduction in risk as a member approaches retirement whilst at the same time protecting 
the member against adverse movements in annuity prices during the final 10 years as they 
approach retirement.. 

The LifeChoice Strategy aimed to achieve the above by investing in a number of funds (that met the 
Trustee’s requirements as set out in the SIP) as follows: 

 Investing wholly in equities whilst a member is at least 25 years from retirement, split 30% in the 
UK and 70% overseas. The fund was managed by BlackRock and performance was expected to 
match that of global stock markets as measured by a composite benchmark made up of 30% FTSE 
All-Share Index, 60% BlackRockWorld ex UK Equity Fund Index and 10% MSCI Emerging Markets 
Index. 

 The gradual increase of diversification, between 25 and 15 years from retirement, was achieved 
by investing in the Diversified Growth Fund, a blend of multi-asset funds managed by Schroder 
and Blackrock. This fund aimed to achieve a return of 3.0% above RPI per annum. When a member 
was 15 years from retirement, they were invested entirely in the Diversified Growth Fund. 

 Funds were switched over the 10 years preceding a member’s retirement date so that on 
retirement, they were invested 70% in the Blended Bond fund, 25% in cash and 5% within the 
Diversified Growth Fund. The remaining funds not explained above are described below. 

 The bonds were a blend, passively managed by BlackRock to a benchmark of 50% FTSE 
A Over 15 Year Gilts, 50% FTSE Over 5 Years Index Linked Gilts. 

 The cash fund was actively managed by Blackrock. 

The Trustee considered the above approach to be in the best interest of those members investing in the 
LifeChoice Strategy. 
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THE CHAIRMAN'S ANNUAL DC GOVERNANCE STATEMENT (continued) 

YEAR ENDED 31 MARCH 2018 

Reviewing the LifeChoice Strategy 

The Trustee undertakes a review of the LifeChoice Strategy every three years in order to ensure it 
remains appropriate for members, although they would have undertaken an earlier review if there were 
any significant changes in investment policy or membership. In addition, the Trustee monitored the 
performance of the funds underlying the LifeChoice Strategy, as well as the performance of the 
alternative investment funds available to members, each quarter. The last review of the LifeChoice 
Strategy was undertaken in 2016, and re-assessed the LifeChoice strategy. Since that last review the 
Scheme has now transferred all DC assets to a Master Trust structure with Aviva and is no longer 
invested in the aforementioned funds. 

The AVC Schemes 

None of the AVC Schemes has a default investment strategy. 

CHARGES AND TRANSACTION COSTS 

The level of costs and charges 

The charges (measured by the Total Expense Ratio (TER) for each fund) incurred by members of the 
DC Section invested in the LifeChoice Strategy varied over time and were dependent on the time until 
the member’s retirement. The charges were: 

 A TER of 0.183% per annum whilst a member is at least 25 years from retirement. 

 A TER ranging from 0.183% to 0.639% per annum whilst a member is between 25 and 15 years 
from retirement 

 A TER ranging from 0.399% to 0.639% per annum whilst a member is between 15 and 5 years 
from retirement 

 A TER ranging from 0.172% to 0.399% per annum whilst a member is less than 5 years from 
retirement. 

In relation to the “self-select” investment options called FreeChoice, available to members of the DC 
Section as alternatives to the LifeChoice Strategy, the TERs ranged from 0.133% to 0.940% per annum. 

The charges under the AVC Schemes range from 0.133% to 0.940% per annum. 

In addition to the above charges, members incurred transaction costs, such as those that arise as a 
result of buying or selling the investments held by each fund. The Trustee has worked with the platform 
provider, Fidelity Life Assurance, to obtain transaction cost information but these are not fully available 
to the Trustee at this time. 
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THE CHAIRMAN'S ANNUAL DC GOVERNANCE STATEMENT (continued) 
 

YEAR ENDED 31 MARCH 2018 
 

 
Ensuring the costs and charges provide good value 
 

The Trustee is committed to ensuring that the charges deducted from members’ pension savings under 
the DC Section represented good value for members. Accordingly, in 2016 the Trustee undertook an 
assessment of the costs and charges borne by members and concluded that the DC Section 
represented good value for members because: 
 

 The charges incurred by members invested in the LifeChoice Strategy were significantly below the 
statutory charge cap applicable to default investment options of 0.75%. 

 

 As an alternative to the LifeChoice Strategy, members had access to a broad range of investment 
funds covering a wide range of different asset classes, all of which had competitive charges 
compared to the market. 

 

 They benefited from the Trustee’s oversight and governance of the DC Section, including the 
expertise of professional independent advisers. 

 

 Members were provided with a wide range of services from Willis Towers Watson and the 
Company to help them plan for retirement. 

 

MONITORING THE SCHEME’S FINANCIAL TRANSACTIONS 
 

The Trustee regularly monitors the core financial transactions of the DC Section, which include: 
 

 The collection and investment of contributions. 
 

 Switches between investment funds. 
 

 Payments to and in respect of members, including transfers into and out of the DC Section. 
 

These transactions were undertaken on behalf of the Trustee by a combination of the Company and 
Willis Towers Watson who were the DC Section’s administrators and investment consultants. 
 

The monitoring of the core financial transactions was achieved through the review of quarterly 
administration reports issued by both Willis Towers Watson and Fidelity Life Assurance. In addition, the 
Trustee has reviewed the processes and controls operated by the Company and Fidelity Life Assurance 
and consider them to be sufficient. 
 

Further, the Scheme’s financial statements, that include the DC Section, are audited annually by the 
Trustee’s appointed auditors, PricewaterhouseCoopers. 
 

Based on the above, the Trustee is satisfied that the core financial transactions for the DC Section have 
been processed promptly and accurately during the period from 31 March 2017 to 28 February 2018 
(date of the transfer of DC Section assets to the Aviva Master Trust). 
 

The Trustee is also satisfied that they are compliant with the Pensions Regulator’s Code of Practice No 
5 on reporting the late payment of contributions. 
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YEAR ENDED 31 MARCH 2018 

TRUSTEE’S KNOWLEDGE AND UNDERSTANDING 

As required by legislation and in line with the guidance provided in the Pensions Regulator’s Code of 
Practice No. 7, the Trustee has a strong process in place to ensure that they have the appropriate 
knowledge and understanding to enable them to undertake their duties and responsibilities in relation 
to the DC Section and the Scheme as a whole. In addition, the Trustee benefits from the appointment 
of a number of professional independent advisors. 

The Trustee's approach to meeting their ongoing knowledge and understanding requirements includes: 

 Requiring new Trustee Directors to complete the Pension Regulator’s Trustee’s Toolkit within six 
months of appointment. 

 Requiring all Trustee Directors to complete updates and new modules added to the Pension 
Regulator’s Trustee’s Toolkit. 

 Undertaking an annual assessment of training needs and subsequently agreeing a programme of 
bespoke Trustee training for the year, which is delivered by the Trustee’s advisers at Trustee’s 
meetings. This is supplemented by the occasional attendance at external seminars held by the 
Trustee’s advisers and other third party firms. 

 The receipt of pension updates from its advisers about matters relevant to the DC Section, 
including legislative changes and market practice. 

 Circulation of investment thought-pieces from its investment consultant. 

All training undertaken by the Trustee is recorded by the Chairman of the Governance Committee and 
the Secretary in a training log. 

Taking into account the above and the professional advice available to the Trustee, it considers that it 
is able to properly undertake its functions and responsibilities in relation to both the DC Section and 
AVC Schemes as well as the Scheme as a whole, demonstrating a clear understanding of the relevant 
principles relating to the funding and investment of the Scheme. Through regular board meetings and 
correspondence the Trustee has also demonstrated a working knowledge of the policies in place, as set 
out in Scheme documentation including the SIP and trust deed and rules. 
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YEAR ENDED 31 MARCH 2018 

The Aviva Master Trust 

Sony Europe Limited, (the Company) reviewed the DC arrangements in place for its employees during 
the Scheme year with the aim of determining if there was a better way to run the scheme. This was 
focussed on ensuring that members were able to access the Pensions Freedoms introduced in the UK 
in 2015. The Trustee was fully involved and supportive of this work which culminated in a letter to 
members dated 6 October 2017, informing them of the plans and initiated a formal consultation period 
of 60 days. During this period, the Company made more than 30 presentations to members across all 
sites to explain the plans in detail, supported by both the Trustee and the company appointed “in 
principle” to operate a Master Trust, should the decision to proceed be confirmed. In general terms, 
Master Trust arrangements have the economies of scale to provide DC members with cost effective 
investments, typically run by professional trustees. A number of items of communications materials were 
provided including brochures, FAQs, letters and web site videos and presentations. 

The Trustee ensured that all steps were taken to fulfil its obligations to members including (but not 
limited to) obtaining the necessary certificate from the Scheme Actuary and rewriting the Trust Deed 
and Rules. The DC Section was closed to future accrual on 31 December 2017 and the Deed to effect 
the transfer of all DC assets to the Aviva Master Trust was executed on 28 February 2018. 

The Company and Trustee were supported during the selection and implementation of the Master Trust 
by an independent third party advisor, KPMG LLP ("KPMG"). Following the transfer of DC assets, KMPG 
undertook a detailed review of the results, including in depth, analysis of funds values and transfers on 
an individual member basis. Following the results of this review, the Company and Trustee were 
satisfied that in all material aspects, members’ funds were transferred to the new provider in line with 
expectations and in a timely and accurate manner. This process was also a focus of the annual audit 
carried out by PricewaterhouseCoopers. 

The new trustees of the Aviva Master Trust have operated the scheme in full from 1 March 2018 but 
have ensured a smooth transition for members. The Chairman to the Trustee of the Sony Scheme has 
been fully apprised of all aspects of the scheme and has attended Governance meetings. 

The Trustee believes that the provision of a Master Trust for the Company’s DC members is in their 
interest and has been well executed. 

Ian W. Miller 
Chairman of the Trustee 
Sony United Kingdom Pension Scheme 



- 21 - 

SONY UNITED KINGDOM PENSION SCHEME 

ACTUARIAL CERTIFICATE OF SCHEDULE OF CONTRIBUTIONS 

Name of scheme: Sony United Kingdom Pension Scheme 

Adequacy of rates of contributions 

1. I certify that, in my opinion, the rates of contributions shown in this schedule of contributions are
such that the statutory funding objective could have been expected on 31 March 2016 to be met
by the end of the period specified in the Recovery Plan dated 20 September 2017.

Adherence to statement of funding principles 

2. I hereby certify that, in my opinion, this schedule of contributions is consistent with the Statement
of Funding Principles dated 20 September 2017.

The certification of the adequacy of the rates of contributions for the purpose of securing that the 
statutory funding objective can be expected to be met is not a certification of their adequacy for the 
purpose of securing the scheme's liabilities by the purchase of annuities, if the scheme were to be wound 
up. 

Michael Butterfield Towers Watson Limited 
Scheme Actuary 3 Temple Quay 
Fellow of the Institute and Faculty of Actuaries Temple Back East 

Bristol 
20 September 2017 BS1 6DZ 



- 22 - 

SONY UNITED KINGDOM PENSION SCHEME 
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Trustee's summary of contributions 

This summary of contributions has been prepared by, or on behalf of, and is the responsibility of the 
Trustee. It sets out the employer and member contributions payable to the Scheme under the Schedules 
of Contributions certified by the actuary on 30 June 2014 and 20 September 2017 in respect of the 
Scheme year ended 31 March 2018. The Scheme auditors' report on contributions payable under the 
Schedules in their auditors' statement about contributions. 

Defined 
benefit 
section 

Defined 
contribution 

section 

Total 

£ £ £ 

Contributions payable under the Schedules 

Employers 
Normal – 5,339,557 5,339,557 
Deficit funding 15,000,000 – 15,000,000

───────────── ──────────── ───────────── 

15,000,000 5,339,557 20,339,557 
───────────── ──────────── ───────────── 

Other contributions 

Employees' additional voluntary contributions – 328,502 328,502 

───────────── ──────────── ───────────── 

Total contributions reported in the financial 
statements 

15,000,000 5,668,059 20,668,059 

═════════════ ════════════ ═════════════ 

Signed for and on behalf of the Trustee of the Sony United Kingdom Pension Scheme by: 

Trustee Director Trustee Director 

Date Date 18th September 2018

Ian Miller Howard Marsh

18th September 2018
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INDEPENDENT AUDITORS' STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEE 
OF THE SONY UNITED KINGDOM PENSION SCHEME 

YEAR ENDED 31 MARCH 2018 

Statement about contributions 

Opinion 

In our opinion, the contributions payable under the schedules of contributions for the Scheme year 
ended 31 March 2018 as reported in Sony United Kingdom Pension Scheme’s summary of contributions 
have, in all material respects, been paid in accordance with the schedules of contributions certified by 
the Scheme actuary on 30 June 2014 and 20 September 2017. 

We have examined Sony United Kingdom Pension Scheme’s summary of contributions for the Scheme 
year ended 31 March 2018 which is set out on page 22. 

Basis for opinion 

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions 
reported in the summary of contributions have, in all material respects, been paid in accordance with 
the relevant requirements. This includes an examination, on a test basis, of evidence relevant to the 
amounts of contributions payable to the Scheme under the schedule of contributions and the timing of 
those payments. 

Responsibilities for the statement about contributions 

Responsibilities of the Trustee in respect of contributions 

As explained more fully in the statement of Trustee’s responsibilities, the Scheme’s Trustee is 
responsible for preparing, and from time to time reviewing and if necessary revising, a schedule of 
contributions and for monitoring whether contributions are made to the Scheme by employers in 
accordance with relevant requirements. 

Auditors' responsibilities in respect of the statement about contributions 

It is our responsibility to provide a statement about contributions and to report our opinion to you. 

Use of this report 

This report, including the opinion, has been prepared for and only for the Trustee as a body in 
accordance with section 41 of the Pensions Act 1995 and for no other purpose. We do not, in giving this 
opinion, accept or assume responsibility for any other purpose or to any other person to whom this 
report is shown or into whose hands it may come save where expressly agreed by our prior consent in 
writing. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Reading 
Date 
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INDEPENDENT AUDITORS' REPORT TO THE TRUSTEE OF THE SONY UNITED 
KINGDOM PENSION SCHEME 

YEAR ENDED 31 MARCH 2018 

Report on the audit of the financial statements 

Opinion 

In our opinion, Sony United Kingdom Pension Scheme’s financial statements: 

 show a true and fair view of the financial transactions of the Scheme during the year ended 
31 March 2018, and of the amount and disposition at that date of its assets and liabilities, other 
than liabilities to pay pensions and benefits after the end of the year; 

 have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice (United Kingdom Accounting Standards comprising FRS 102 "The Financial Reporting 
Standard applicable in the UK and Republic of Ireland", and applicable law); and 

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

We have audited the financial statements, included in the annual report, which comprise: the statement 
of net assets available for benefits as at 31 March 2018; the fund account for the year then ended; and 
the notes to the financial statements, which include a description of the significant accounting policies. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and 
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors' responsibilities 
for the audit of the financial statements section of our report. We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide a basis for our opinion. 

Independence 

We remained independent of the Scheme in accordance with the ethical requirements that are relevant 
to our audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and we 
have fulfilled our responsibilities in accordance with these requirements. 

Conclusions relating to going concern 

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require 
us to report to you when: 

 the Trustee's use of the going concern basis of accounting in the preparation of the financial 
statements is not appropriate; or 

 the Trustee has not disclosed in the financial statements any identified material uncertainties that 
may cast significant doubt about the Scheme's ability to continue to adopt the going concern basis 
of accounting for a period of at least twelve months from the date when the financial statements 
are authorised for issue. 

However, because not all future events or conditions can be predicted, this statement is not a guarantee 
as to the Scheme's ability to continue as a going concern. 
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INDEPENDENT AUDITORS' REPORT TO THE TRUSTEE OF THE SONY UNITED 
KINGDOM PENSION SCHEME (continued) 
 

YEAR ENDED 31 MARCH 2018 
 

 
Reporting on other information 
 

The other information comprises all the information in the annual report other than the financial 
statements, our auditors' report thereon and our auditors' statement about contributions. The Trustee is 
responsible for the other information. Our opinion on the financial statements does not cover the other 
information and, accordingly, we do not express an audit opinion or any form of assurance thereon. 
 

In connection with our audit of the financial statements, our responsibility is to read the other information 
and, in doing so, consider whether the other information is materially inconsistent with the financial 
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If 
we identify an apparent material inconsistency or material misstatement, we are required to perform 
procedures to conclude whether there is a material misstatement of the financial statements or a 
material misstatement of the other information. If, based on the work we have performed, we conclude 
that there is a material misstatement of this other information, we are required to report that fact. We 
have nothing to report based on these responsibilities. 
 

Responsibilities for the financial statements and the audit 
 

Responsibilities of the Trustee for the financial statements 
 

As explained more fully in the statement of Trustee's responsibilities, the Trustee is responsible for 
ensuring that the financial statements are prepared and for being satisfied that they show a true and fair 
view. The Trustee is also responsible for such internal control as it determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud 
or error. 
 

In the preparation of the financial statements, the Trustee is responsible for assessing the Scheme's 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 
using the going concern basis of accounting unless the Trustee either intends to wind up the Scheme, 
or has no realistic alternative but to do so. 
 

Auditors' responsibilities for the audit of the financial statements 
 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditors' report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on 
the basis of these financial statements. 
 

A further description of our responsibilities for the audit of the financial statements is located on the 
FRC's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors' 
report. 
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INDEPENDENT AUDITORS' REPORT TO THE TRUSTEE OF THE SONY UNITED 
KINGDOM PENSION SCHEME (continued) 

YEAR ENDED 31 MARCH 2018 

Use of this report 

This report, including the opinion, has been prepared for and only for the Trustee as a body in 
accordance with section 41 of the Pensions Act 1995 and for no other purpose. We do not, in giving this 
opinion, accept or assume responsibility for any other purpose or to any other person to whom this 
report is shown or into whose hands it may come save where expressly agreed by our prior consent in 
writing. 

PricewaterhouseCoopers LLP 
Chartered Accountants and Statutory Auditors 
Reading 
Date 



The notes on pages 30 to 54 form part of these financial statements. 
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FUND ACCOUNT 
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Defined 
benefit 
section 

Defined 
contribution 

section Total Total 
2018 2018 2018 2017 

Note £ £ £ £ 
Contributions and benefits 
Employer contributions 15,000,000 5,339,557 20,339,557 19,865,468 
Employee contributions – 328,502 328,502 460,613 

───────────── ──────────── ───────────── ───────────── 

Total contributions 3 15,000,000 5,668,059 20,668,059 20,326,081 

Transfers from other schemes 4 – 148,082 148,082 340,887 

Other income 5 – 6,222 6,222 147,071 
───────────── ──────────── ───────────── ───────────── 

15,000,000 5,822,363 20,822,363 20,814,039 
───────────── ──────────── ───────────── ───────────── 

Benefits paid or payable 6 (10,367,082) (573,168) (10,940,250) (10,129,543) 
Payments to and on account of leavers 7 (1,834) (3,333) (5,167) – 
Transfers to other schemes 8 (21,053,755) (144,013,389) (165,067,144) (9,026,590) 
Administrative expenses 9 (94,610) 11,004 (83,606) (96,355) 

───────────── ────────────── ────────────── ───────────── 

(31,517,281) (144,578,886) (176,096,167) (19,252,488) 
───────────── ────────────── ────────────── ───────────── 

Net (withdrawals)/additions from 
dealings with members (16,517,281) (138,756,523) (155,273,804) 1,561,551 

Returns on investments 
Investment income 10 4,744,310 652 4,744,962 33,984,724 
Change in market value of investments 11 13,544,932 4,241,395 17,786,327 89,277,579 
Investment management expenses 13 (1,062,922) – (1,062,922) (1,132,927)

───────────── ──────────── ───────────── ──────────────

Net returns on investments 17,226,320 4,242,047 21,468,367 122,129,376 
───────────── ────────────── ────────────── ────────────── 

Net (decrease)/increase in the fund 
during the year 709,039 (134,514,476) (133,805,437) 123,690,927 

Transfers between sections 15 (1,886,720) 1,886,720 – – 

Net assets of the Scheme 
At 1 April 656,835,278 132,627,756 789,463,034 665,772,107 

────────────── ────────────── ────────────── ────────────── 

At 31 March 655,657,597 – 655,657,597 789,463,034
══════════════ ══════════════ ══════════════ ══════════════ 



 

 The notes on pages 30 to 54 form part of these financial statements. 
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STATEMENT OF NET ASSETS (AVAILABLE FOR BENEFITS) 
 

AS AT 31 MARCH 2018 
 

 
 2018 2017 

Note £ £ 
Defined benefit section 
Investment assets 11   
Equities 37,721,636 38,180,031 
Pooled investment vehicles 16 524,906,454 595,997,102 
Insurance policies 17 84,742,046 – 
AVC investments 18 4,560,023 6,929,016 
Cash 19 1,540,704 2,730,587 
Other investment balances 20 265,066 302,856 
 ────────────── ────────────── 

 653,735,929 644,139,592 
 

Current assets 26 3,345,563 12,932,758 
 

Current liabilities 27 (1,423,895) (237,072) 
 
 ────────────── ────────────── 

Net assets of the Scheme at 31 March 655,657,597 656,835,278 
 ══════════════ ══════════════ 

 

Defined contribution section 
Investment assets 11   
Pooled investment vehicles 16 – 132,018,616 
 

Current assets 26 5,000 614,266 
 

Current liabilities 27 (5,000) (5,126) 
 
 ─────── ────────────── 

Net assets of the Scheme at 31 March – 132,627,756 
 ═══════ ══════════════ 

 
 ────────────── ────────────── 

Total net assets of the Scheme at 31 March 655,657,597 789,463,034 
 ══════════════ ══════════════ 



The notes on pages 30 to 54 form part of these financial statements. 
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STATEMENT OF NET ASSETS (AVAILABLE FOR BENEFITS) (continued) 

AS AT 31 MARCH 2018 

The financial statements summarise the transactions of the Scheme and deal with the net assets at the 
disposal of the Trustee. They do not take account of obligations to pay pensions and benefits which fall 
due after the end of the Scheme year. The actuarial position of the Scheme, which does take account 
of such obligations, is dealt with in the report on actuarial liabilities on pages 7 to 8 of the Trustee's 
report and in the actuarial certificate on page 21 of this annual report and these financial statements 
should be read in conjunction with them. 

Signed for and on behalf of the Trustee of the Sony United Kingdom Pension Scheme by: 

Trustee Director Trustee Director 

Date Date 18th September 2018

Ian Miller Howard Marsh

18th September 2018
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YEAR ENDED 31 MARCH 2018 

1. General information

The Sony United Kingdom Pension Scheme has both a defined benefit section and a defined
contribution section governed by a definitive Trust Deed and Rules.

The Scheme was established to provide retirement benefits to eligible employees of Sony Europe
Limited. The address of the principal office is Sony Europe Limited, The Heights, Brooklands,
Weybridge, Surrey KT13 0XW.

Under the defined benefit section benefits are payable to members in accordance with the Scheme
Rules based on their length of service and their average salary prior to retirement. On 1 April 2011
the defined benefit section was closed to future accrual. Under the defined contribution section the
contributions for each member were invested until retirement when the accumulated value of each
member's investment account were used to purchase benefits. The defined contribution section
closed to future accrual on 31 December 2017. The assets of the defined contribution section were
transferred to Aviva Master Trust on 28 February 2018.

Statement of compliance

The individual financial statements of Sony United Kingdom 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 November 2014) (“the
SORP”).

2. Accounting policies

The following principal accounting policies have been adopted in the preparation of the financial
statements and have been applied consistently throughout the year:

Foreign currency

Assets and liabilities in foreign currencies are expressed in sterling at the rates of exchange ruling
at the year end. Gains and losses arising on conversion or translation are dealt with as part of
realised and unrealised investment gains and losses. Other gains and losses are dealt with as
other receipts or payments as appropriate.

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

Contributions 

Member contributions, including additional voluntary contributions, are accounted for when 
deducted from pay. Employer normal contributions that are expressed as a rate of salary are 
accounted for on the same basis as employees' contributions, otherwise they are accounted for in 
the period they are due under the Schedule of Contributions. 

Employee contributions paid under the salary sacrifice arrangement are included within employer 
contributions. 

Employer deficit funding contributions are accounted for on the due dates on which they are 
payable in accordance with the Schedule of Contributions and recovery plan under which they are 
being paid. 
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NOTES TO THE FINANCIAL STATEMENTS 

YEAR ENDED 31 MARCH 2018 

2. Accounting policies (continued)

Transfer to and from other schemes

Individual transfers into and out of the Scheme are accounted for when the transfer has been
agreed by both parties and the receiving scheme has accepted liability for the transfer, which is
normally when payment is made or received.

Group transfers are accounted for in accordance with the terms of the transfer agreement.

Benefits

Pensions payable in respect of the Scheme year are accounted for by reference to the period to
which they relate. Other benefits are accounted for at the later date of the period in which the
member notifies the Trustee of their decision on the type or amount of benefit to be taken or, if
there is no member choice, on the date of retirement or leaving the Scheme.

Annuities purchased by the Trustee which fully provide the benefits for certain members are
included in these financial statements at 'nil' value. The cost of purchasing these annuities is
reported within the Fund Account under 'Benefits'.

Expenses

Administrative expenses and some investment management expenses are met by the contributing
Principal Employer with the exception of items disclosed in the financial statements which are
accounted for by reference to the period to which they relate.

Investment income

UK dividend income is accounted for when the securities are quoted ex-dividend. Overseas
dividend income is accounted for on a receivable basis. Income from managed and unitised funds
is accounted for when the securities are quoted ex-dividend. Interest on cash deposits and fixed
interest securities is accounted for by reference to the period to which it relates. Investment income
is shown net of any tax withheld whilst any tax recoverable is included with the appropriate income.

Investment income arising from the underlying investments of certain accumulation pooled
investment vehicles is reinvested within the pooled investment vehicles and reflected in the unit
price. It is reported within 'Change in Market Value'.

The change in market value of investments during the year comprises 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.
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2. Accounting policies (continued)

Investments

Investments are included at market value.

Listed investments are stated at the bid price or the last traded price, depending on the convention
of the stock exchange on which they are quoted, at the date of the net assets statement.

Pooled investment vehicles including AVC investments are stated at bid price for funds with
bid/offer spreads, or single price where there are no bid/offer spreads as provided by the
investment manager.

Unquoted private equity investments are valued by the investment manager, based on the fair
values of its underlying assets. The net asset values 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, adjustment is made.

The market value of the buy-in policy is included at the value as provided by the Scheme Actuary
at the year end. The Actuary has valued the policy using the actuarial method which places a value
on the policy equivalent to the liabilities which it pays. The assumptions used in the valuation have
been determined by the Trustees following actuarial advice. Income arising from the buy-in policy
is included in investment income and pensions paid are included in benefits.

AVC Investments

AVC investments held with profit insurance policies are reported at the policy value provided by
the insurance company based on the cumulative revisionary bonuses declared and the current
terminal bonus.

3. Contributions

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Employer contributions 
Normal – 5,339,557 5,339,557 
Deficit funding 15,000,000 – 15,000,000

───────────── ──────────── ───────────── 

15,000,000 5,339,557 20,339,557 
───────────── ──────────── ───────────── 

Employee contributions 
Normal – – – 
Additional voluntary contributions – 328,502 328,502 

───────────── ──────────── ───────────── 

– 328,502 328,502 
───────────── ──────────── ───────────── 

───────────── ──────────── ───────────── 

15,000,000 5,668,059 20,668,059 
═════════════ ════════════ ═════════════ 
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3. Contributions (continued)

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Employer contributions 
Normal – 6,865,468 6,865,468 
Deficit funding 13,000,000 – 13,000,000

───────────── ──────────── ───────────── 

13,000,000 6,865,468 19,865,468 
───────────── ──────────── ───────────── 

Employee contributions 
Normal – 4,419 4,419 
Additional voluntary contributions – 456,194 456,194 

───────────── ──────────── ───────────── 

– 460,613 460,613 
───────────── ──────────── ───────────── 

───────────── ──────────── ───────────── 

13,000,000 7,326,081 20,326,081 
═════════════ ════════════ ═════════════ 

Employer deficit funding contributions of £15 million per annum are payable for a total period of 
seven years until April 2024 based on the advice of the Scheme Actuary. 

Members' normal contributions are paid under the salary sacrifice arrangement included within 
employers normal contributions. 

The defined contribution section closed to future accrual from 31 December 2017. 

4. Transfers from other schemes

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Individual transfers in from other schemes – 148,082 148,082 
════ ═════════ ═════════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Individual transfers in from other schemes – 340,887 340,887 
════ ═════════ ═════════ 
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5. Other income

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Other income – 6,222 6,222 
════ ═══════ ═══════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Other income 146,538 533 147,071 
═════════ ════ ═════════ 

Included in defined contribution other income is compensation amount of £3,829. 

The other income in the defined benefit section in the prior year was the residual assets transferred 
from the Sony UK Pension and Life Assurance Scheme (Supplemental) on the closure of that 
Scheme. 

6. Benefits paid or payable

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Pensions 7,724,633 – 7,724,633
Commutations and retirement lump sums 2,541,287 20,531 2,561,818 
Purchase of annuities – – – 
Lump sum death benefits 33,117 442,547 475,664 
Uncrystallised Funds Pension Lump Sum 68,045 110,090 178,135 

───────────── ───────── ───────────── 

10,367,082 573,168 10,940,250 
═════════════ ═════════ ═════════════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Pensions 7,199,174 – 7,199,174
Commutations and retirement lump sums 2,535,915 30,328 2,566,243 
Purchase of annuities – 57,600 57,600 
Lump sum death benefits 54,182 12,868 67,050 
Uncrystallised Funds Pension Lump Sum 26,978 212,498 239,476 

──────────── ───────── ───────────── 

9,816,249 313,294 10,129,543 
════════════ ═════════ ═════════════ 



- 35 - 

SONY UNITED KINGDOM PENSION SCHEME 

NOTES TO THE FINANCIAL STATEMENTS 

YEAR ENDED 31 MARCH 2018 

7. Payments to and on account of leavers

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Refunds of contributions in respect of non-vested 
leavers – 3,333 3,333 
Payments for members joining the state scheme 1,834 – 1,834 

─────── ─────── ─────── 

1,834 3,333 5,167 
═══════ ═══════ ═══════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Refunds of contributions in respect of non-vested 
leavers – – – 
Payments for members joining the state scheme – – – 

──── ──── ──── 

– – – 
════ ════ ════ 

8. Transfers to other schemes

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Individual transfers out 21,053,755 4,649,255 25,703,010 
Group transfers out – 139,364,134 139,364,134

───────────── ────────────── ────────────── 

21,053,755 144,013,389 165,067,144 
═════════════ ══════════════ ══════════════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 

£ £ £ 
Individual transfers out 6,584,337 2,442,253 9,026,590 
Group transfers out – – – 

──────────── ──────────── ──────────── 

6,584,337 2,442,253 9,026,590 
════════════ ════════════ ════════════ 

Defined contribution assets were transferred to the Aviva Master Trust on 28 February 2018. 
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9. Administrative expenses 
 

 2018  
 Defined 

benefit 
section 

Defined 
contribution 

section Total 
 £ £ £ 
Legal and professional fees 18,000 – 18,000 
Actuarial fees 63,581 – 63,581 
Miscellaneous fees 13,029 (11,004) 2,025 
 ──────── ──────── ──────── 

 94,610 (11,004) 83,606 
 ════════ ════════ ════════ 

 

 2017  
 Defined 

benefit 
section 

Defined 
contribution 

section Total 
 £ £ £ 
Legal and professional fees 14,726 – 14,726 
Actuarial fees 71,315 – 71,315 
Miscellaneous fees 9,779 535 10,314 
 ──────── ──── ──────── 

 95,820 535 96,355 
 ════════ ════ ════════ 

 

 Included within miscellaneous fees is an amount of £658 (2017: £1,165) relating to Trustee 
Directors' expenses. 

 

 All other costs are borne by Sony Europe Limited. 
 

 The Actuarial fees are in relation to a buy-in feasibility project. 
 

 The miscellaneous fees in the defined contribution section is in credit due to the reimbursement by 
the defined benefit section for the bank charges and DWP trace fees. 

 

10. Investment income 
 

 2018  
 Defined 

benefit 
section 

Defined 
contribution 

section Total 
 £ £ £ 
Dividends from equities 1,400,298 – 1,400,298 
Income from pooled investment vehicles 1,107,619 – 1,107,619 
Annuity income 2,229,321 – 2,229,321 
Interest on cash deposits 7,072 652 7,724 
 ──────────── ──── ──────────── 

 4,744,310 652 4,744,962 
 ════════════ ════ ════════════ 
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10. Investment income (continued)

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Dividends from equities 1,722,148 – 1,722,148
Income from pooled investment vehicles 32,255,738 – 32,255,738
Annuity income – – – 
Interest on cash deposits 6,064 774 6,838 

───────────── ──── ───────────── 

33,983,950 774 33,984,724 
═════════════ ════ ═════════════ 

Income from pooled investment vehicles includes distributions of £Nil (2017: £31,184,469) from 
BlackRock LDI funds. The funds are permitted to declare dividends to distribute surplus cash as a 
results of a significant decrease in yields in order to maintain appropriate investment exposure and 
re-leverage the portfolio back to the target levels. 

The annuity income above is the income received from the insurance policy with Just Retirement 
Limited to cover pensions in payment for certain members. 
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11. Investment assets

Defined benefit section
Value at 

1 April 2017 
Purchases at 

cost 
Sales 

proceeds 
Change in 

market value 
Value at 31 
March 2018 

£ £ £ £ £ 
Equities 38,180,031 10,327,651 (8,568,726) (2,217,320) 37,721,636 
Pooled investment 
vehicles 595,997,102 95,434,471 (183,623,278) 17,098,159 524,906,454 
Insurance policies – 86,547,664 – (1,805,618) 84,742,046
AVC investments 6,929,016 – (2,838,831) 469,838 4,560,023 

────────────── ────────────── ────────────── ───────────── ────────────── 

641,106,149 192,309,786 (195,030,835) 13,545,059 651,930,159 
══════════════ ══════════════ 

Cash 2,730,587 (127) 1,540,704 
Other investment 
balances 302,856 – 265,066

────────────── ───────────── ────────────── 

644,139,592 13,544,932 653,735,929 
══════════════ ═════════════ ══════════════ 

Defined contribution section 
Value at 

1 April 2017 
Purchases at 

cost 
Sales 

proceeds 
Change in 

market value 
Value at 31 
March 2018 

£ £ £ £ £ 
Pooled investment 
vehicles 132,018,616 14,016,932 (150,276,943) 4,241,395 – 

══════════════ ═════════════ ══════════════ ════════════ ════ 

Transaction costs are included in the cost of purchases and deducted from sale proceeds. Direct 
transaction costs include costs charged to the Scheme such as fees, commissions and stamp duty. 

In addition to the transaction costs disclosed in note 12, indirect costs are incurred through the bid-
offer spread on investments within pooled investment vehicles and charges made within those 
vehicles. It has not been possible for the Trustee to quantify such indirect transaction costs. 

Included within the above defined contribution sales and purchases figures are switches between 
the funds invested in amounting to £7,592,574 (2017: £8,588,453) 

12. Investment transaction costs

Transaction costs are included in the cost of purchases and deducted from sales proceeds in the
reconciliation in note 11. Direct transaction costs incurred are analysed as follows:

2018 2017 
Equities Bonds Others Total Total 

£ £ £ £ £ 
Commissions 14,698 – – 14,698 37,831 
Taxes 41,473 – – 41,473 81,600 

──────── ──── ──── ────────  

Total 2018 56,171 – – 56,171  
════════ ════ ════ ════════  

───────── 

Total 2017 119,431 – –  119,431 
═════════ ════ ════  ═════════ 
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13. Investment management expenses

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Administration, management and custody 1,062,922 – 1,062,922
Other advisory fees – – – 

──────────── ──── ──────────── 

1,062,922 – 1,062,922
════════════ ════ ════════════

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Administration, management and custody 1,032,927 – 1,032,927
Other advisory fees 100,000 – 100,000

──────────── ──── ────────────

1,132,927 – 1,132,927
════════════ ════ ════════════

14. Taxation

The Scheme is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004
and is therefore exempt from income tax and capital gains tax.

15. Transfers between sections

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Transfers between sections (1,886,720) 1,886,720 – 
════════════ ════════════ ════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 

£ £ £ 
Transfers between sections 348,674 (348,674) – 

═════════ ═════════ ════ 
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15. Transfers between sections (continued) 
 

 Included in the transfer between section is amount of £1,917,567 (2017: £40,554) relating to 
Fidelity Defined Benefit AVCs paid or received from the Defined Contribution bank account. 

 

 The remainder of the transfers between sections related to the settlement of members' benefits 
where these were held across both sections and were consolidated on payment or where tax 
liabilities on DC trivial commutations were paid through the DB section's pensioner payroll to allow 
for the deduction of PAYE tax. 

 

16. Pooled investment vehicles 
 

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

 2018  
 Defined 

benefit 
section 

Defined 
contribution 

section Total 
 £ £ £ 
Equity 88,445,619 – 88,445,619 
Bond 160,561,425 – 160,561,425 
Diversified growth 72,112,140 – 72,112,140 
Private equity 30,180,377 – 30,180,377 
Property 25,957,548 – 25,957,548 
Cash 11,263,635 – 11,263,635 
Liability Driven Investments 136,385,710 – 136,385,710 
 ────────────── ──── ────────────── 

 524,906,454 – 524,906,454 
 ══════════════ ════ ══════════════ 

 

 2017  
 Defined 

benefit 
section 

Defined 
contribution 

section Total 
 £ £ £ 
Equity 96,742,825 67,079,132 163,821,957 
Bond 207,691,542 16,493,552 224,185,094 
Diversified growth 69,019,233 44,332,627 113,351,860 
Private equity 27,980,387 – 27,980,387 
Property 24,408,788 1,649,264 26,058,052 
Cash 42,568,428 2,464,041 45,032,469 
Liability Driven Investments 127,585,899 – 127,585,899 
 ────────────── ────────────── ────────────── 

 595,997,102 132,018,616 728,015,718 
 ══════════════ ══════════════ ══════════════ 
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17. Insurance policies

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Buy-in policies 84,742,046 – 84,742,046
═════════════ ════ ═════════════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Buy-in policies – – – 
════ ════ ════ 

During 2017, the Scheme purchased a bulk annuity insurance policy from Just Retirement Ltd for 
£86.5m, which covers pensions in payment to 86 members. 

The buy-in contract has been valued on assumptions consistent with the Technical Provisions from 
the actuarial valuation as at 31 March 2016, updated for changes in market conditions to 31 March 
2018.  The exception is that the discount rate used in the calculation of the value of the buy-in 
contract reflects Willis Towers Watson's assessment of the level of pricing achieved at inception. 
For this purpose, a (post-retirement) discount rate of gilts plus 0.45% pa has been used.  In 
addition, the mortality assumptions adopted are reflective of this subset of the Scheme's 
membership. 

18. AVC investments

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Equitable Life Assurance Society (With-profits) 246,891 – 246,891
Equitable Life Assurance Society (Unit-linked) 220,900 – 220,900
Clerical Medical Managed Funds Limited (With-
profits) 456,204 – 456,204
Clerical Medical Managed Funds Limited (Unit-linked) 123,708 – 123,708
Fidelity Pensions Management – – – 
Aviva Life & Pensions UK Limited  (With-profits) 3,512,320 – 3,512,320

──────────── ──── ──────────── 

4,560,023 – 4,560,023
════════════ ════ ════════════
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18. AVC investments (continued)

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Equitable Life Assurance Society (With-profits) 250,587 – 250,587
Equitable Life Assurance Society (Unit-linked) 219,598 – 219,598
Clerical Medical Managed Funds Limited (With-
profits) 483,796 – 483,796
Clerical Medical Managed Funds Limited (Unit-linked) 86,986 – 86,986 

Fidelity Pensions Management 1,917,566 – 1,917,566
Aviva Life & Pensions UK Limited  (With-profits) 3,970,483 – 3,970,483

──────────── ──── ────────────

6,929,016 – 6,929,016
════════════ ════ ════════════

The Trustee holds assets invested separately from the main fund in the form of individual bank 
accounts and insurance policies, which secure additional benefits on a money purchase basis for 
those members electing to pay additional voluntary contributions. Members participating in this 
arrangement each receive an annual statement confirming the amounts held on their behalf and 
the movements in the year. The aggregate amounts of AVC investments are shown above. 

19. Cash

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Cash assets 
Sterling 1,540,704 – 1,540,704

════════════ ════ ════════════

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Cash assets 
Sterling 2,730,587 – 2,730,587

════════════ ════ ════════════
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20. Other investment balances

2018 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Other investment balances assets 
Tax recoverable 88,397 – 88,397 
Income receivable 176,669 – 176,669

───────── ──── ───────── 

265,066 – 265,066
═════════ ════ ═════════ 

2017 
Defined 
benefit 
section 

Defined 
contribution 

section Total 
£ £ £ 

Other investment balances assets 
Tax recoverable 47,201 – 47,201 
Income receivable 255,655 – 255,655

───────── ──── ───────── 

302,856 – 302,856
═════════ ════ ═════════ 

21. Defined contribution assets

Defined contribution section investments purchased by the Scheme are allocated to provide
benefits to the individuals on whose behalf the contributions are paid.

Defined contribution investment assets are allocated as follows:

2018 2017 
£ £ 

Allocated to members – 132,016,486
Not allocated to members – 2,130 

──── ────────────── 

– 132,018,616
════ ══════════════ 
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21. Defined contribution assets (continued) 
 

 Included in the investments allocated to members are member AVC investments of £Nil (2017: 
£6,331,801) invested as follows. 

 

 2018 2017 
 £ £ 

Fidelity BlackRock/Fidelity Blended Bond - 1,038,549 
Fidelity BlackRock Cash - 264,781 
Fidelity BlackRock Consensus Index - 415,843 
Fidelity BlackRock Emerged Market - 2,853 
Fidelity BlackRock 30/70 Global Equity Index - 1,778,177 

Fidelity BlackRock UK Equity Index - 375,365 
Fidelity BlackRock World ex UK Equity Index - 294,521 
Fidelity Corporate Bond Fund - 54,378 
Fidelity Diversified Growth Fund - 1,598,138 
Fidelity Threadneedle Property - 147,972 
Fidelity Sony Global Equity Fund - 78,974 
Fidelity Majedie UK Equity - 282,250 
 ──── ──────────── 

 – 6,331,801 
 ════ ════════════ 

 

 Defined contribution assets are allocated to provide benefits to the individuals on whose behalf the 
contributions were paid and the assets identified as allocated to members do not form a common 
pool of assets available for members generally and that members receive an annual statement 
confirming the contributions paid on their behalf and the value of their defined contribution rights. 

 

22. Fair value determination 
 

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

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

 

 Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. 
developed using market data) the asset or liability, either directly or indirectly. 

 

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

The Scheme's investment assets and liabilities have been fair valued using the above hierarchy
categories as follows:

At 31 March 2018 
Level 1 Level 2 Level 3 Total 

£ £ £ £ 
Defined benefit section 
Equities 37,721,636 – – 37,721,636 
Pooled investment vehicles – 441,781,348 83,125,106 524,906,454
Insurance policies – – 84,742,046 84,742,046 
Other investments 265,066 – – 265,066 
AVC investments – 3,856,928 703,095 4,560,023 
Cash 1,540,704 – – 1,540,704 

───────────── ────────────── ────────────── ────────────── 

39,527,406 445,638,276 168,570,247 653,735,929 
═════════════ ══════════════ ══════════════ ══════════════ 

At 31 March 2017 
Level 1 Level 2 Level 3 Total 

£ £ £ £ 
Defined benefit section 
Equities 38,180,031 – – 38,180,031 
Pooled investment vehicles – 517,753,529 78,243,573 595,997,102
Other investments 302,856 – – 302,856 
AVC investments – 6,194,634 734,382 6,929,016 
Cash 2,730,587 – – 2,730,587 

───────────── ────────────── ───────────── ────────────── 

41,213,474 523,948,163 78,977,955 644,139,592 

Defined contribution section 
Pooled investment vehicles – 130,369,353 1,649,263 132,018,616 

───────────── ────────────── ───────────── ────────────── 

41,213,474 654,317,516 80,627,218 776,158,208 
═════════════ ══════════════ ═════════════ ══════════════ 
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23. Investment risk disclosures 
 

 Defined benefit section 
 

 Types of risk relating to investments: 
 

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

 Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the 
other party by failing to discharge an obligation. 

 

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

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

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

 Other price risk: this is the risk that the fair value or future cash flows of a financial asset 
 fluctuate because of changes in market prices (other than those arising from interest rate risk 

and currency risk). 
 

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

 

 Further information on the Trustee's approach to risk management, credit and market risk is set 
out below. This does not include the AVC investments as these are not considered significant in 
relation to the overall investments of the Scheme. 

 

 Investment strategy 
 

 The investment objective of the defined benefit section (DB Section) is to maintain a portfolio of 
suitable assets of appropriate liquidity which will generate investment returns to meet, together 
with future contributions, the benefits of the DB Section payable under the trust deed and rules as 
they fall due. 

 

 The Trustee sets the investment strategy for the DB Section taking into account considerations 
such as the strength of the employer covenant, the long term liabilities of the DB Section and the 
funding agreed with the Employer. The investment strategy is set out in its Statement of Investment 
Principles ("SIP"). 

 

 The current strategy is to hold: 
 

 40% in return seeking investments comprising UK and overseas equities, investment property 
and private equity. 
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23. Investment risk disclosures (continued)

 60% in investments that move in line with the long term liabilities of the Scheme. This is  
referred to as Liability Driven Investments (LDI) and comprises UK government bonds, 
corporate bonds, interest rate and inflation swaps. A buy-in annuity was also purchased 
during May 2017 that aims to match the cashflows covering a section of the Scheme's 
pensioner liabilities. 

Overview of Scheme's risk 

The analysis of the Scheme's risk is set out below. 

Risk Categorisation 
Credit Market risk 2018 2017 
risk Currency Interest Other Value Value 

rate price £ £ 
Scheme assets 
Equities ^ # ^ * 37,721,636 38,180,031 
Pooled investment vehicles 
  Equities ^ # ^ * 88,445,619 96,742,825 
  Bond * ^ * ^ 160,561,425 207,691,542 
  Diversified growth # # # # 72,112,140 69,019,233 
  Private equity ^ * ^ * 30,180,377 27,980,387 
  Property # ^ # * 25,957,548 24,408,788 
  Cash ^ ^ ^ ^ 11,263,635 42,568,428 
  Liability Driven 
Investments * ^ * ^ 136,385,710 127,585,899 
Cash # ^ # ^ 1,540,704 2,730,587 
Other Investments # ^ ^ ^ 265,066 302,856 
Buy-in policies # ^ # # 84,742,046 – 

────────────── ────────────── 

Total DB section 
investments 649,175,906 637,210,576 

══════════════ ══════════════ 

In the above table, the risk noted affects the asset class "*" significantly, "#" partially or "^" none to 
hardly. 

The analysis of these risks set out below is at Scheme level. Member level risk exposures will 
depend on the funds invested in by members. 

Credit Market risk 2018 2017 
risk Currency Interest Other Value Value 

rate price £ £ 
Scheme assets 
Pooled investment vehicles 
  Equities ^ # ^ * – 67,079,132 
  Bond * ^ * ^ – 16,493,552
  Diversified growth # # # # – 44,332,627
  Property # ^ # * – 1,649,264 
  Cash ^ ^ ^ ^ – 2,464,041

──── ────────────── 

Total DC section 
investments – 132,018,616

════ ══════════════ 
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In the above table, the risk noted affects the asset class "*" significantly, "#" partially or "^" none to
hardly.

Defined benefit section

Credit risk

The Scheme invests in pooled investment vehicles and is therefore directly exposed to credit risk
in relation to the instruments it holds in the pooled investment vehicles. The Scheme is also
indirectly exposed to credit risks arising on some of the bond financial instruments held by the
pooled investment vehicles. The Scheme is also subject to direct credit risk because it has cash
balances.

A summary of exposures to credit risk is given in the following table, the notes below which explain
how this risk is managed and mitigated for the different classes:

DB investments exposed to credit risk 2018 (£m) 2017 (£m) 
Pooled investment vehicles
   Bond funds (direct and indirect risk) 160.6 207.7 
   Buy-in (direct risk) 84.7 – 
   Other funds (direct risk only) 364.3 388.3 
Cash 1.5 2.7 

Cash is held within financial institutions which are at least investment grade credit rated. 

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. The Trustee carries out due diligence checks on the appointment of new 
pooled investment managers and on an ongoing basis monitor any changes to the operating 
environment of the pooled manager. Pooled investment arrangements used by the Scheme 
comprise unit linked insurance contracts and authorised unit trusts. Credit risk arising on the 
Scheme's annuity holding is mitigated through credit checks completed on the annuity provider on 
purchase of the annuities. Furthermore, the Financial Services Compensation Scheme provides 
additional credit security. 

Indirect credit risk arises in relation to underlying investments held in the bond pooled investment 
vehicle. This risk is mitigated by only investing in funds which hold at least investment grade credit 
rated investments. 

The Trustee considers financial instruments or counterparties to be of investment grade if they are 
rated at BBB- or higher by Standard & Poor's or Fitch, or rated at Baa3 or higher by Moody's. 

The information about exposures to and mitigation of credit risk above applied at both the current 
and previous year end. 



 

 
 

 - 49 - 

SONY UNITED KINGDOM PENSION SCHEME 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

YEAR ENDED 31 MARCH 2018 
 

 
23. Investment risk disclosures (continued) 
 

 Currency risk 
 

 The Scheme is subject to currency risk because some of the Scheme's investments are held in 
overseas markets, either as segregated investments (direct exposure) or via pooled investment 
vehicles (indirect exposure). The net currency exposure at the current and previous year-ends 
was: 

 

Total Exposure 31-Mar-18 31-Mar-17 
 Net exposure 

after hedging 
£m 

Net exposure 
after hedging 

% 

Net exposure 
after hedging 

£m 

Net exposure 
after hedging 

% 
 

Pound Sterling (GBP) 548.7 84.4% 541.3 85.0% 
Euros (EUR) 8.6 1.3% 9.4 1.5% 
US Dollars (USD) 59.0 9.1% 46.4 7.3% 
Japanese Yen (JPY) 2.9 0.5% 3.9 0.6% 
Other Currencies 30.8 4.7% 35.9 5.6% 
Total 650.0 100% 636.9 100% 
Unhedged foreign currency 
exposure 

101.4 15.6% 95.6 15% 

 

 The final currency exposure table shows net exposure as the GBP value of fund assets held 
in that specific currency after hedging has taken place and to account for any active currency 
positions. 

 

 The 'Unhedged foreign currency exposure' row is calculated as the total combined exposure 
of all non-GBP currencies after hedging. 

 

 Where managers have provided their currency breakdowns as percentages of the whole 
pooled fund, these percentages have been combined with Sony's valuations to produce the 
final exposures. 

 

 LGIM Overseas assets (apart from Emerging Markets) are hedged through investing in the 
hedged share class. Other overseas investments are unhedged. 

 

 Interest rate risk 
 

 The Scheme is subject to interest rate risk because some of the Scheme's investments are held in 
bonds and LDI investments (through pooled vehicles), and cash. The Trustee has set a benchmark 
of 60% of total assets for their LDI strategy (which also includes the estimated value of the buy-in 
asset). Under this strategy, if interest rates fall, the value of LDI investments will rise to help match 
the increase in actuarial liabilities arising from a fall in the discount rate. Similarly, if interest rates 
rise, the LDI investments will fall in value, as will the actuarial liabilities because of an increase in 
the discount rate. Following a liability hedging review conducted in 2017, the Scheme agreed to 
update its target liability hedge ratio to 80% (of assets) for both interest rate and inflation exposure. 
This is targeted through both the LDI portfolio and estimated hedge provided by the buy-in asset. 
As at the year-end, the LDI portfolio represented 60.5% of the total investment portfolio (2017: 
60.1%). 
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23. Investment risk disclosures (continued) 
 

 Other price risk 
 

 Other price risk arises principally in relation to the Scheme's return seeking portfolio which includes 
directly held equities, equities held in pooled vehicles, private equity and investment properties. 
The Scheme has set a target asset allocation of 40% of investments being held in return seeking 
investments. 

 

 The Scheme manages this exposure to overall price movements by constructing a diverse portfolio 
of investments across various markets. 
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Defined contribution section

Over the year, the Defined Contribution ("DC") Scheme commenced a winding up process whereby 
all the participant DC assets (excluding AVCs) were transferred to a DC Master Trust with Aviva. 
The DC section closed to future accrual from the 31 December 2017, with further DC contributions 
post 31 December 2017 being invested with Aviva's Master Trust. Accrued DC benefits were 
transferred to the Master Trust on 28 February 2018. As at 31 December 2017, the value of the 
DC assets was £143.2m (31 March 2017: £132.0m). 

The below credit risk section relates to the period from 31 March 2017 to the end of the transitioning 
period (28 February 2018) of the transfer of the Scheme's DC assets to the Aviva Master Trust 
and the prior year. 

Direct Credit Risk: 

Prior to the transition to the Aviva Master Trust all the investment options available to members 
through the Scheme were offered through an insurance policy with Fidelity. The Trustee did not 
invest directly with the fund managers but instead through Fidelity as part of the Trustee insurance 
policy with them. The Trustee had utilised the insurance policy with Fidelity as this: 

 Created greater efficiency in the administration of the Scheme's investment options 
 Reduces the out of market risk and potential costs when switching investments 
 Improves the investment fund reporting that can be provided 

The Trustee's policy with Fidelity was covered by the Financial Services Compensation Scheme 
(FSCS). The FSCS is the compensation fund of last resort for customers of financial services firms. 
In the unlikely event that Fidelity is declared in default by the FSCS, then up to 100% of the value 
of the policy in liquidation could be recovered from the FSCS by the Trustee, with no upper limit. 

The investment options offered through Fidelity were run by fund managers and other 
organisations external to Fidelity. In the unlikely event of these fund managers or other 
organisations being declared in default, Fidelity would make a claim against the fund manager or 
other organisation in an attempt to recover the money however, a risk remains that some or all of 
the investments would be unrecoverable. The assets invested with fund managers were entrusted 
for safekeeping to a custodian that must be duly authorised and must act solely in the interests of 
the parties whose assets they hold. Fidelity and the fund managers were also subject to strict 
financial regulation to ensure the security of investors' assets. 

Indirect Credit and Market Risks: 

From the end of the last accounting year to the date of the final transfer to the Aviva Master Trust, 
the Plan was also subject to indirect credit and market risk arising from the underlying investments 
held in the Fidelity funds. 
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24. Concentration of investments 
 

 The following investments amounted to more than 5% of the total net assets of the Scheme: 
 

  2018 2017 
  £ % £ % 

 Defined benefit section 
Buy-in policies 84,742,046 12.92 – – 
Legal & General - Bonds - Over 15Y 
Index 56,545,873 8.62 55,664,013 7.04 
Blackrock AQ Life - Over 15y Gilts 
Index 42,846,508 6.53 41,866,727 5.30 

Blackrock AQ Life - All stock UK Gilts 
Index 36,641,428 5.59 64,833,252 8.20 

 

25. Employer related investments 
 

 During the year to 31 March 2018, the Scheme did not hold any direct investment in Sony 
Corporation but the Trustee invests in overseas managed funds which resulted in a small direct 
holding of less than 0.02% (2017: less than 0.1%). 

 

26. Current assets 
 

 2018  
 

Defined 
benefit 
section 

Defined 
contribution 

section 
allocated to 

members 

Defined 
contribution 
section not 
allocated to 

members Total 
 £ £ £ £ 

Other debtors and prepayments 844,833 – 3,829 848,662 
Cash balances 2,500,730 – 1,171 2,501,901 
 ──────────── ──── ─────── ──────────── 

 3,345,563 – 5,000 3,350,563 
 ════════════ ════ ═══════ ════════════ 

 

 2017  
 

Defined 
benefit 
section 

Defined 
contribution 

section 
allocated to 

members 

Defined 
contribution 
section not 
allocated to 

members Total 
 £ £ £ £ 

Other debtors and prepayments 654,974 – – 654,974 
Cash balances 12,277,784 551,110 63,156 12,892,050 
 ───────────── ───────── ──────── ───────────── 

 12,932,758 551,110 63,156 13,547,024 
 ═════════════ ═════════ ════════ ═════════════ 

 

 Included in the defined benefit section other debtors and prepayments is the amount £5000 owed 
from defined contribution non allocated to members section. 
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27. Current liabilities

2018 

Defined 
benefit 
section 

Defined 
contribution 

section 
allocated to 

members 

Defined 
contribution 
section not 
allocated to 

members Total 
£ £ £ £ 

Unpaid benefits 92,110 – – 92,110 
Accrued expenses 81,785 – – 81,785 
Contributions received in advance 1,250,000 – – 1,250,000 
Amount due from DC – – 5,000 5,000 

──────────── ──── ─────── ──────────── 

1,423,895 – 5,000 1,428,895 
════════════ ════ ═══════ ════════════ 

2017 

Defined 
benefit 
section 

Defined 
contribution 

section 
allocated to 

members 

Defined 
contribution 
section not 
allocated to 

members Total 
£ £ £ £ 

Unpaid benefits 97,315 5,030 – 102,345
Other creditors – – 96 96 
Accrued expenses 139,757 – – 139,757 

Contributions received in advance – – – – 
───────── ─────── ──── ───────── 

237,072 5,030 96 242,198 
═════════ ═══════ ════ ═════════ 

The April 2018 deficit contributions of £1,250,000 (2017: £Nil) were received in March 2018. 

28. Related party transactions

The Principal Employer Sony Europe Limited bears certain costs of the Scheme itself. The costs
borne by Sony Europe Limited in relation to the Scheme are not reflected in these financial
statements.

A number of Trustee Directors were paid market-based fees and expenses by the Principal
Employer amounting to £103,084 (2017: £115,269). All other expenses, apart from those shown
in note 9, are also paid by the Principal Employer.

All Trustee Directors are participating members of the Scheme and one Trustee Director was
formerly a member of the Sony UK Pension and Life Assurance Scheme (Supplemental).

During the prior year £146,538 was transferred from the Sony UK Pension and Life Assurance
Scheme (Supplementary) on the closure of that Scheme.

There were no other disclosable related party transactions during the year other than those
disclosed elsewhere in the Financial Statements.
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29. Contingent liabilities and contractual commitments

The Trustee is committed to invest £30.6m (US$43.0m) (2017: £34.5m, US$43.0m) in the Morgan
Stanley Private Markets Fund IV and V LP of which £28.4m (US$39.9m) (2017: £30.5m,
US$38.0m) has been called as at 31 March 2018.

The Trustee is committed to invest £10.0m (US$14m) (2017: £11.2m (US$14.0m) in the Altas
Partners Holdings (A) LP of which £1.6m (US$2.2m) (2017: £636,724 (US$793,071)) has been
called as at 31 March 2018.

The Trustee is committed to invest £10.7m (US$15m) (2017: £12.0m (US$15.0m) in the Thompson
Street Capital Partners IV, L.P of which £7.7m (US$10.8m) (2017: £5.4m (US$6.7m) has been
called as at 31 March 2018.

In the opinion of the Trustee the Scheme had no contingent liabilities and no contractual
commitments other than commitments noted above as at 31 March 2018 (2017: nil) with the
exception of benefits payable after the year end.

30. Primary statement comparatives 2017

2017 2017 2017 
Defined Defined 
benefit contribution 
section section Total 

£ £ £ 

Primary Statement Comparatives 2017 

Net (withdrawals)/additions from dealing with 
members (3,349,868) 4,911,419 1,561,551 
Change in market value of investments 68,080,532 21,197,047 89,277,579 
Net returns on investments 100,931,555 21,197,821 122,129,376 

────────────── ───────────── ────────────── 

Net increase in the fund 165,662,219 47,306,287 212,968,506 

Transfers between sections 348,674 (348,674) - 

Net assets of the Scheme at 1 April 558,904,917 106,867,190 665,772,107 

────────────── ────────────── ────────────── 

Net assets of the Scheme at 31 March 656,835,278 132,627,756 789,463,034 
══════════════ ══════════════ ══════════════ 


