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Chair’s Introduction  

I am pleased to present the annual report and financial statements of the Network Rail Defined 
Contribution Pension Scheme (the ‘Scheme’) for the year ending 31 December 2020.  

There are now 14,301 active members (14,010 last year) while the total membership (including leavers 
who still have funds invested) has increased to 30,542 (from 27,939 last year). The total value of the 
Scheme’s assets at 31 December 2020 was £469.1 million, an increase of £67.6 million (from £401.5 
million at 31 December 2019) in the last year.  

Your Trustee Directors continued to work hard on your behalf during another year of political and 
economic uncertainty. The main areas we have focussed on during the year were: 

Investment Strategy 

We continue to review the Scheme’s investments, in consultation with the investment adviser, at least 
every quarter at our Board and Investment Sub-Committee meetings and we will also continue to call ad 
hoc meetings should the need for urgent decisions arise. 

The beginning of 2020 saw the global outbreak of COVID-19 (Coronavirus) which continues to impact the 
global investment markets, affecting investors, companies and employees across the world. As Trustees 
of the Network Rail and NRDC Pension Scheme we take a long-term outlook for the performance of 
investments in the Scheme. Along with our advisors, we carefully monitor the Schemes’ investments and 
have done so on a day-to-day basis with the continued development of the COVID-19 situation. Our 
priority remains to pay pension benefits as and when they become due both now and in the future to our 
members. 

Changes to your Trustee Board and Network Rail Pensions Team 

As you will see on page 5, there has been a number of changes on the Board since the last report.  

During 2020 we have seen a number of changes to the Trustee Board. In April 2020 following a member 
nominated election process, Ben Millway was re-elected to the Trustee Board. However, Ben left Network 
Rail in November 2020 and resigned from his position as member nominated trustee director. A further 
election was held to replace Ben and I am pleased to announce that Robert Arnold was elected to replace 
Ben on 4th December 2020. 

Anit Chandarana, Chair of Trustees decided to step down from his role in September 2020 after serving 
on the Board for a number of years. Law Debenture Pension Trust Corporation (LawDeb Pensions), 
represented by myself, were appointed to replace Anit as Chair in November 2020. As some of you may 
know, I have previously served on the Trustee Board between January 2013 and July 2018 as an 
employee of Network Rail. Since leaving Network Rail, I have become a fully accredited professional 
trustee, working across 12 Schemes, 6 of which are as Chair on behalf of LawDeb Pensions. 

Finally, Mark Langman retired from Network Rail and as a Trustee Director, in December 2020 and Eoin 
O’Neill stepped down from his role as Trustee Director in March 2021. Mark has been replaced by Mark 
Engelbretson, Head of Pensions and Eoin has been replaced by Kathryn Andrews, both as employer 
appointed Trustee Directors. I look forward to working with all of my Trustee Director colleagues as we 
embark on another full programme of work in the coming year.   
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Chair’s Introduction  

The Pensions Regulator expects trustees to review their advisers and other providers and we are 
conducting a rolling review of the Scheme’s advisers and providers. In 2019 we retendered the third party 
pension administration services and the Trustees reached the decision to appoint Willis Towers Watson 
to replace Capita. Following a diligent mobilisation period, I am pleased to announce that Willis Towers 
Watson commenced administration services to the Scheme on 1 February 2021. 

 

Samantha Pitt 
Chair of the Trustee 

 

RJolly
Typewritten text
SAMANTHA PITT
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Trustee’s Report 
The Trustee of the Network Rail Defined Contribution Pension Scheme (the “Scheme” or “NRDC”) 
presents its annual report together with the investment report, summary of contributions payable, 
compliance statement and financial statements for the year ended 31 December 2020. 

Scheme Constitution and Management 

The Scheme 

The Scheme commenced with effect from 31 March 2004 as a tax registered pension scheme established 
by way of a definitive Trust Deed and Rules. The Trust is managed by Network Rail Pension Trustee 
Limited (‘The Trustee’) which also acts as Trustee of the Network Rail CARE Pension Scheme (‘NR 
CARE’), established on 1 November 2008. 

The Scheme is a money purchase pension scheme and is one of three pension schemes offered to 
employees of Network Rail. The Scheme is used to automatically enrol all eligible employees into a 
workplace pension arrangement. The Scheme runs alongside the NR CARE and the Network Rail 
Section of the Railways Pension Scheme (‘RPS’). 

Since the Scheme was established, there have been several Deeds of Amendment, mainly to take 
account of legislative changes.  These amending deeds were formally consolidated with the definitive 
Deed and Rules into a new Consolidated Trust Deed and Rules for the Scheme, executed on 
1 December 2011. A further revised Consolidated Trust Deed and Rules was executed on 31 January 
2013 covering detailed rule changes in respect of automatic enrolment legislation arising from the 
Pensions Act 2008, various other legislative changes and also to reflect current best administration 
practice of the Trustee. 

Changes to the Scheme’s Rules 

During the year ending 31 December 2020, no Deeds of Amendment were executed.  

Appointment of Trustee Directors 

There are eight directors, four appointed by Network Rail Infrastructure Limited (the Principal Employer), 
three nominated by trade unions recognised by Network Rail and one nominated by Eligible members¹ of 
NR CARE and NRDC. The employer nominated directors are appointed by Network Rail Infrastructure 
Limited at its discretion. Network Rail’s three recognised trade unions (TSSA, RMT and Unite) nominate 
one person each to sit on the Trustee Board and the member nominated director is appointed following a 
nomination and selection process.  

The term of office is normally four years, but operated by rotation. These arrangements are intended to 
ensure the Scheme continues to be managed effectively and also meets its statutory requirements. 

 

 

1 Nominations can be accepted from Eligible Members. There are two types of Eligible Members; firstly, ‘active members’ i.e. those 
who are either in NRDC or CARE who are still employed by Network Rail and in respect of whom pension contributions are being 
paid; ‘pensioner members’ i.e. members of the CARE Scheme who have retired and are receiving a CARE Scheme pension.  
There are no ‘pensioner members’ in the NRDC Scheme as the Scheme does not provide retirement benefits directly, annuities 
are purchased with insurance companies or taken as a cash payment (partly taxable) or transferred to an external pension vehicle. 
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Trustee’s Report  

Appointment of Trustee Directors (continued) 

The Trustee’s main duties are to administer the Scheme in accordance with the Trust Deed and Rules 
and in the interests of members in consultation with the Employer as appropriate. 

Trustee Directors during the year ending 31 December 2020 were as detailed below: 

Trustee Directors: Nominated by: 
Anit Chandarana Employer, resigned 18 September 2020 

Timothy Craddock Employer, appointed 17 March 2020 

Mark Engelbretson Employer, appointed 4 December 2020 

Andrew Fielding Unite 

Mark Langman Employer, resigned 4 December 2020 

Benjamin Milway  Eligible members, resigned 24 November 2020   

Robert Arnold Eligible members, appointed 4 December 2020 

Paul Norris RMT 

Eoin O’Neill Employer, resigned 19 March 2021 

Urvish Pandya TSSA 

The Law Debenture Pension Trust 
Corporation Ltd (represented by 
Samantha Pitt) 

Independent Employer nominated, appointed 9 November 
2020 

Network Rail Corporate Secretary Ltd Company Secretary to the Trustee 

Subsequent to the year end, Kathryn Andrews was appointed on 21 March 2021, as an Employer 
nominated Director. 

Scheme Governance 

There were 6 board meetings held during the year ending 31 December 2020. The table below shows the 
number of meetings attended by each Trustee Director from the number they were eligible to attend: 

Trustee Directors  No. of meetings No. attended 
Anit Chandarana (Chair, until 18 September 2020) 4 4 
Timothy Craddock 6 6 
Mark Engelbretson (from 4 December 2020) 1 1 
Andrew Fielding 6 6 
Mark Langman (until 4 December 2020) 6 3 
Benjamin Milway (until 24 November 2020) 5 4 
Robert Arnold (from 4 December 2020) - - 
Paul Norris 6 5 
Eoin O’Neill 6 5 
Urvish Pandya 6 6 
Law Debenture, represented by Samantha Pitt (from 
9 November 2020) 

1 1 
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Trustee’s Report  

Scheme Governance (continued) 

In addition, the Trustee has the following sub-committees: 

• Audit and Risk sub-committee to identify, monitor and recommend methods of managing key risks 
associated with the Scheme.  The sub-committee met on 4 occasions during the year ending 31 
December 2020. 

• Investment sub-committee to review with fund managers and the investment consultant, the 
investment performance of the pension funds and make recommendations to the Trustee on any 
aspects relating to the investment of the fund.  The sub-committee met on 4 occasions during the 
year ending 31 December 2020. 

• Benefits sub-committee comprises any two Trustee Directors or any Trustee Director and the NR 
Pensions Manager. The Trustee has delegated authority to this committee to exercise discretion and 
make decisions regarding the payment of benefits in certain circumstances where referral to the full 
Board is not deemed necessary.  This will usually involve deciding who is to receive lump sums and 
dependants’ benefits on the death of a member and approving member requests for early retirement 
on grounds of incapacity. Cases are usually reviewed by the sub-committee electronically and 
decisions made via memorandum. If a decision cannot be reached, then a meeting is convened to 
discuss. If there is no consensus then the case is referred and decided by the full Trustee Board.   

Trustee Directors’ Training  

Since inception, arrangements have been in place to ensure that those with responsibility for the Scheme 
receive appropriate training and access to information to carry out their significant responsibilities 
effectively. All Trustees Directors are conversant with the all of the main Scheme documents including the 
Trust Deed and Rules and Statement of Investment Principles (SIP). As part of a Trustee Director’s 
induction, they are provided with an introduction to each document so that they understand the part it 
plays in the running of the Scheme, Directors also have direct access to each of the Scheme’s documents 
to be able to carry out their duties. An annual review of the Trustee’s training policy and individual Trustee 
Directors’ training needs was conducted in order to monitor compliance with the Pension Regulator’s 
Trustee Knowledge and Understanding (TKU) Code of Practice. 

Under the Trustee’s training policy, new Trustee Directors are required to complete the Pensions 
Regulator’s e-learning Trustee Toolkit within six months of appointment. Trustee Directors are also 
encouraged to gain the Pensions Management Institute (‘PMI’) Award in Trusteeship qualification. With 
the exception of the most recent appointment (Robert Arnold), all of the current Trustee Directors have 
either completed the Trustee Toolkit or gained the PMI Award in Trusteeship or both. Training sessions 
are held at most Board and sub-committee meetings during the year. This year the Trustee Directors 
have received training from various facilitators at Board meetings on areas such as Actuarial Valuations, 
DC investment strategy, internal managed fund strategies and Fiduciary management.  The  Trustee 
Directors also attend a number of externally arranged seminars and conferences on topical matters to 
help develop their knowledge and understanding to carry out their role. A full training log for each Director 
is held by the NR Pensions Management. 
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Trustee’s Report  

Trustee Directors’ Training (continued) 

Directors’ Continuous Professional Development (“CPD”) hours in the year ending 31 December 2020 are 
set out below: 

Trustee Director CPD hours logged Trustee Director CPD hours logged 

Anit Chandarana 
(Resigned 18 September 2020) 

4.25 Benjamin Milway 
(Resigned 24 November 2020) 

4.00 

Tim Craddock 
(Appointed 17 March 2020) 

11.75 Paul Norris 19.50 

Mark Engelbretson 
(Appointed 4 December 2020)  

41.25 Eoin O’Neill  
(Resigned 19 March 2021) 

5.00 

Andrew Fielding 7.25 Urvish Pandya  4.00 

Mark Langman 
(Resigned 4 December 2020) 

2.25   

 

In addition, Samantha Pitt, representing Law Debenture, is a fully accredited professional trustee who is 
required to complete a minimum of 25 hours CPD per year. 

Trustee Advisers 

The Trustee must appoint suitable professional advisers and give full consideration to the advice it 
receives. The Trustee’s appointed advisers are listed on page 39. 

The Trustee continually monitors the performance of its advisers and undertakes formal reviews when 
deemed necessary.  

Changes in and Other Matters Relating to Scheme Advisers 

As previously reported, following a review and thorough tender process, the Trustee agreed to appoint 
Willis Towers Watson as the administrator for the Scheme, replacing Capita Employee Solutions. The 
transition to Willis Towers Watson from Capita was completed with effect from 1 February 2021. 

Audit 

The reports of RSM on the financial statements, their auditor’s report and statement about contributions 
are included on pages 34 and 37 respectively. 
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Trustee’s Report  

Financial Statements  

The financial statements included in this Annual Report and Financial Statements are required by the 
Pensions Act 1995. They were prepared and audited in compliance with regulations made under sections 
41(1) and (6) of that Act.  

A summary of the Scheme’s Financial Statements for the year ended 31 December 2020 and the prior 
year ended 31 December 2019 is set out in the following table: 

  2020 
£000 

 2019 
£000 

 

Member related income  46,167  41,835 

Member related payments  (12,610)  (13,544) 

Scheme expenses  (94)  (26) 

Net additions from dealings with members  33,463  28,265 

Net returns on investments  34,151  42,438 

Net increase in the fund during the year  67,614  70,703 

Net assets at start of year  401,463  330,760 

Net assets at end of year  469,077  401,463 

Financial Developments 

During the year ending 31 December 2020, there were no significant developments affecting the financial 
position of the Scheme. 

In January 2020, the Scheme changed platform provider to Legal & General Assurance Limited from Old 
Mutual Wealth Life Assurance Limited. 

Recent Events – Going Concern 

Markets across the world have suffered from volatile movements due to the uncertainty that Covid-19 
presents to the world economy. The Trustee is monitoring this on a regular basis, however, due to the 
type of investments the Scheme is invested in and the strategy it has followed to reduce risk, this has so 
far not had a material impact on the Scheme’s funding position. It will continue to monitor the Scheme’s 
investments closely and is prepared to take the necessary action to protect the Scheme and continue to 
reduce risk if necessary.  

As a result of Covid-19, the Trustee Board adapted well to a new virtual way of working. Board meetings 
have taken place online as well as a number of online strategy and training sessions at Board and 
Committee level. 

The Trustee has undertaken an annual going concern review and is of the opinion that these financial 
statements are appropriately prepared on the going concern basis. 
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Trustee’s Report 
Membership and Benefits 

Membership 

The following table shows the changes in the Scheme’s membership during the year: 

 Actives Deferreds Options 
pending Total 

 No. No. No. No. 

At 1 January – as previously reported 14,010 13,601 328 27,939 

Add/(less) late notifications:-      

New starters 31 - - 31 

Reinstated / (leavers) (218) 258 (1) 39 

Status change (221) 267 (9) 37 

At 1 January – as revised 13,602 14,126 318 28,046 

New starters 3,131 - - 3,131 

Retirements (9) (6) - (15) 

Commuted pensions (27) (36) (1) (64) 

Members flexibly accessed benefits (31) (46) - (77) 

Deferred pensions (2,091) 2,091 - - 

Transferred out (82) (194) (4) (280) 

Refunded (125) - (3) (128) 

Deaths (23) (9) - (32) 

Options pending (6) - 5 (1) 

Joined in error (38) - - (38) 

At 31 December  14,301 15,926 315 30,542 

 

The updates in respect of the opening membership numbers arise following an exercise by the 
administrator to review the membership data, whereby it was identified that some members had been 
enrolled in error by the sponsoring employer.  In addtion, a number of members who were classified as a 
refunded members in prior years, have been reinstated as deferred members, as a result of those 
members retaining a fund holding within the Scheme. 

Transfer Values 

The cash equivalents paid during the year were calculated and verified in a manner prescribed by 
regulations under section 97 of the Pension Schemes Act 1993, and none were less than the amount for 
which section 94(1) of that Act provides.  
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Trustee’s Report  
Contributions 

The Scheme Rules require that the Employer will contribute the appropriate percentage of the member’s 
Pensionable Earnings, basic pay plus London or South East Allowance, corresponding to the rate of 
contribution chosen by the member as follows: 

 Members’ Contribution Employer’s Contribution 
% of Pensionable Earnings % of Pensionable Earnings 
 
 0%  3% 
 

 1%  4% 
 

 2%  5% 
 

 3%  6% 
 

 4%  7% 
 

These rates are now subject to a minimum contribution underpin introduced for qualifying employees 
under automatic enrolment legislation (set out below). 

Automatic Enrolment into the Scheme 

Automatic enrolment legislation was enacted via the Pensions Act 2008 and subsequent Regulations.  
The Principal Employer, with the agreement of the Trustee, resolved to use the NRDC Scheme as the 
qualifying scheme for automatic enrolment purposes, so that existing employees who meet the relevant 
earnings and age criteria are automatically enrolled (new employees are contractually enrolled) in a 
manner which complies with the requirements, unless the employee chooses to join another Network Rail 
Infrastructure Limited (NRIL) qualifying scheme.  Members may opt-out of NRDC or just opt-out of the 
contribution underpin requirements whilst remaining in active membership. 

Automatic enrolment requires minimum contributions, known as an ‘underpin’, to be paid which will be 
increased over time as set out in Regulations.  These are calculated using ‘qualifying earnings’, broadly 
gross pay1, rather than pensionable earnings.  Consequently, a minimum contribution underpin applied in 
the year as follows: 

Minimum contribution 
underpin % of Qualifying Earnings 

Member Employer 
 

 
April 2018 to April 2019 3% 2% 
 
April 2019 onwards 5% 3% 

 

Network Rail Payroll were late to update the Notional Earnings Cap in the payroll system, which was 
identified and updated in July 2020.  As a result a project was initiated by Network Rail who worked with 
the administrator to review the contributions paid for 19/20 and the first three pay periods of 20/21 to 
ensure they were correct and contributions had not been deducted incorrectly.  It was concluded that the 
members of the DC Scheme exceeding the Earnings Cap during the period had not been affected as they 
were auto enrolled members whose contributions were based on Qualifying Earnings rather than the 
incorrect Earnings Cap. 

 
 1 Between £6,136 and £50,000 for 2019/20. 
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Trustee’s Report  
Investment Management  

Investment Managers 

Until 31 December 2020, all investment funds were accessed via a platform operated by Old Mutual 
Wealth Life Assurance Limited (“Old Mutual Wealth”). With effect from 1 January 2020, the platform 
provider was switched to Legal & General Assurance (Pensions Management) Limited (“L&G”). 

Investment Adviser 

River and Mercantile Investments Limited, part of the River and Mercantile Group, is the Investment 
Adviser to the Scheme. 

Statement of Investment Principles and Statement of Investment Arrangements 

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment 
Principles, which sets out its policy on investment issues, including risks, performance targets, 
diversification of investments and details of the key elements of the investment arrangements of the 
Scheme.  

The Statement of Investment Principles (“SIP”) sets out how the Scheme takes into account financially 
material considerations, including Environmental, Social and Governance (“ESG”) factors, in its 
investment decision making process. 

A copy of the SIP is available for inspection and may be obtained from the www.myNRpension.co.uk 
website. 

Departures from the Statement of Investment Principles 

As at 31 December 2020, the Scheme’s strategy had departed from the SIP.  

The NRDC Cash Fund had become an unintentional default arrangement during the year as a result of 
temporary contributions it received whilst the NRDC Property Fund was suspended due to property 
valuation uncertainty as a result of the Covid-19 pandemic. The SIP will be updated to reflect the two 
default arrangements it has in operation.  

Employer Related Investments 

As at 31 December 2020, the NRDC investment assets included approximately £290,000 invested in 
Network Rail.    This was via: a 0.69% holding in the Legal and General Investment Grade Corporate 
Bond - All Stocks Index Fund, a 0.06% holding in the Legal and General Multi Asset Fund and a 0.21% 
holding in the Legal & General Pre-Retirement Fund. The combined percentage of the Employer related 
investments was 0.06% of total NRDC investment assets. 

Investment Strategy Overview 

The Scheme’s assets are all invested through a unit-linked insurance policy, designed for company 
pension schemes. The unit-linked policy invests in a wide range of investments through several 
investment managers. Members are provided with a choice of 12 “member funds” to invest in, collectively 
known as the “investment strategy”. The funds in which the investment funds themselves invest are 
known as “underlying funds”.  

 

http://www.mynrpension.co.uk/
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Trustee’s Report  
Investment Strategy Overview (continued) 

The member funds are invested in a wide range of “underlying investments” (through the underlying 
funds) in different asset classes, including stocks and shares (equities), bonds, cash and other types of 
investment. The value of the member funds is worked out daily and will rise or fall. Members’ investments 
are directly linked to the performance (after any applicable fees or charges) of the underlying funds in 
which money is invested. 

For example, members may invest in the NRDC Cash Fund – this is a member fund. This fund is itself 
100% invested in the L&G Cash Fund – this is an underlying fund. The L&G Cash Fund will hold various 
cash investments – these are underlying investments. 

The value of the total policy is also worked out daily, based on the total number of units each member has 
in the unit-linked policy. As the value of the underlying funds rises or falls, so will the value of members’ 
holdings in the policy. The policy can be cashed in on any working day that reflects up to date market 
valuations. 

The investment strategy includes several options for members. The “Managed Lifestyle” arrangement 
switches members across three member funds, called Core Options, and a Cash Fund as members 
approach retirement. Each Core Option is made up of a variety of underlying funds, managed by different 
investment managers.  

Each Core Option is made up of a variety of underlying funds, managed by different investment 
managers. Each Core Option also has its own risk and return objective, thereby taking account of 
members’ changing needs as they approach retirement. 

For members who choose not to use the Managed Lifestyle arrangement, the investment strategy 
includes a range of self-select, or “Pick ‘n’ Mix” funds. This range includes the Core Options underlying 
the Managed Lifestyle arrangement, as well as nine funds broadly representing more traditional equities, 
bonds, cash and property. 

To facilitate the investment strategy, an “investment platform” is necessary. The Trustee has appointed 
Legal & General Assurance (Pensions Management) Limited as provider and therefore assets are held by 
L&G. 

Over the year to 31 December 2020, the underlying funds comprised a series of funds managed by 
professional investment managers (the “underlying managers”): Aviva Investors, BlackRock, BNY Mellon 
(Insight), Columbia Threadneedle Investments, Fundsmith, HSBC Global Asset Management, Legal & 
General Investment Management Limited, M&G Investments, Newton Investment Management, PIMCO 
Investment Management and PineBridge Investments. 

All assets held by the Scheme are held through Pooled Investment Vehicles (“PIVs”). 

Each of the underlying investment managers has a custodian that holds assets in safekeeping. 

The Scheme’s assets are held in a life fund where L&G owns the assets. The Trustee holds an insurance 
contract with L&G on members’ behalf, where the value of the contract is equal to the value of the 
underlying investments.   
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Trustee’s Report 
Performance 

Performance of the Scheme’s assets against the objectives is shown in the following table: 

Fund One Year  
(%) 

3 Years p.a.  
(%) 

5 Years p.a.  
(%) 

 
NRDC Higher Risk Fund 

Long-Term Target 

10.3% 

5.0% 

7.0% 

5.9% 

8.2% 

5.7% 

NRDC Balanced Risk Fund 

Long-Term Target 

9.5% 

4.1% 

6.6% 

4.9% 

6.2% 

4.7% 

NRDC Lower Risk Fund 

Long-Term Target 

8.5% 

3.0% 

5.0% 

3.9% 

4.8% 

3.7% 

NRDC Annuity Protection Fund 

Benchmark  

11.1% 

11.4% 

6.8% 

7.0% 

9.7% 

8.0% 

NRDC Cash Fund 

Benchmark  

0.2% 

0.1% 

0.5% 

0.4% 

0.4% 

0.3% 

NRDC Emerging Markets Equity Fund 

Benchmark  

11.2% 

11.7% 

2.8% 

6.1% 

10.5% 

14.4% 

NRDC Global Equity Fund 

Benchmark  

0.4% 

1.3% 

4.0% 

4.2% 

9.3% 

9.4% 

NRDC Aggregate Bond Fund 

Benchmark  

8.0% 

8.4% 

5.0% 

5.2% 

5.7% 

5.8% 

NRDC Property Fund 

Long-Term Target 

-5.3% 

-1.1% 

0.2% 

2.3% 

2.3% 

3.9% 

NRDC Index-Linked Gilts Fund 

Benchmark  

12.9% 

12.4% 

6.0% 

5.9% 

9.4% 

9.2% 

Legal & General Ethical Global Equity 
Index 

Benchmark  

11.0% 

11.4% 

N/A 

N/A 

10.1%1 

10.5%1 

HSBC Islamic Global Equity Index 

Benchmark  

22.9% 

23.7% 

N/A 

N/A 

21.2%2 

21.9%2 

Source: Legal & General. Performance is shown net of fees.  
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Trustee’s Report  

Performance (continued) 

Past Performance, as reported in the table of investment returns on page 13, is not a guide to future 
returns. The value of investments and the income from them can fall as well as rise and members may 
not get back the full amount originally invested. 

1. Inception date of the Legal & General Ethical Global Equity Index is 31 July 2018 (date first contribution 
received). 

2. Inception date of the HSBC Islamic Global Equity Index is 31 October 2018 (date first contribution 
received). 

 

Long-term targets and short-term benchmarks are shown below: 
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Trustee’s Report  

Review of Investment Performance 

Over the year to 31 December 2020 most return-seeking asset classes performed positively despite the 
significant falls seen in Q1 as a result of the Covid-19 pandemic.  

Regarding the funds within the Managed Lifestyle arrangement, all funds performed in line with or ahead 
of their targets/benchmarks over the 12 month period to 31 December 2020. 

Regarding the Pick ‘n’ Mix funds (excluding those already mentioned above): 

• The passively managed funds (NRDC Global Equity Fund, NRDC Aggregate Bond Fund, NRDC 
Index-Linked Gilt Fund, OMWIPL Legal & General Ethical Global Equity Index and OMWIPL HSBC 
Islamic Global Equity Index) effectively tracked their respective benchmarks over the 12 month 
period to 31 December 2020. 

• The performance of the NRDC Emerging Markets Equity Fund was reviewed in 2019, with the 
underlying actively-managed fund replaced with a passive index-tracking fund. The fund effectively 
tracked its benchmark over the 12 month period to 31 December 2020. 

• The NRDC Property Fund underperformed its long-term target over the 12 month period to 31 
December 2020, with Covid-19-related uncertainty and continued Brexit-related uncertainty 
adversely affecting property valuations.  

UK Stewardship Code 

All of the investment managers above subscribe to the UK Stewardship Code, which is a set of principles 
for managers to follow in relation to voting rights and good corporate governance of companies they 
invest in. 
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Trustee’s Report  

Statement of Trustee’s Responsibilities  

The audited 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 that year of the assets and liabilities, other than liabilities to 
pay pensions and benefits after the end of the Scheme year, and 

• contain the information specified in the Schedule to The Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, 
including a statement whether the financial statements have been prepared in accordance with the 
Statement of Recommended Practice ‘Financial Reports of Pension Schemes’. 

The Trustee has supervised the preparation of the financial statements and has agreed suitable 
accounting policies, to be applied consistently, making estimates and judgements on a reasonable and 
prudent basis.  It is also responsible for: 

• assessing the Scheme’s ability to continue as a going concern, disclosing, as applicable, matters 
related to going concern;  

• using the going concern basis of accounting unless they either intend to wind up the Scheme, or 
have no realistic alternative but to do so; and 

• making available each year, commonly in the form of a trustees’ annual report, information about the 
Scheme prescribed by pensions legislation, which they should ensure is consistent with the financial 
statements it accompanies.   

The Trustee is responsible under pensions legislation for preparing, maintaining and from time to time 
reviewing and if necessary revising a schedule of contributions showing the rates of contributions payable 
towards the Scheme by or on behalf of the employer 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 are made to the Scheme by the employer 
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 
the members. 

The Trustee is responsible for such internal control as they determine is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or 
error, and have a general responsibility for ensuring that adequate accounting records are kept and for 
taking such steps as are reasonably open to them to safeguard the assets of the Scheme and to prevent 
and detect fraud and other irregularities. 

The Trustee is responsible for the maintenance and integrity of the pension and financial information 
included on the Network Rail Defined Contribution Pension Scheme website. 
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Trustee’s Report  
Compliance Matters 

The purpose of this Statement is to provide information, which is required to be disclosed in accordance 
with Schedule 3 of The Occupational Pension Schemes (Disclosure of Information) Regulations 1996 or 
voluntarily by the Trustee.  The information deals with matters of administrative routine. 

Internal Disputes Resolution Procedure 

Members who have a complaint with regard to any Scheme matter should contact the Pensions Manager 
in the first instance at the address given on page 40 of this report.   

However, if the complaint is not resolved informally in this way, members may make a formal complaint 
under the Trustee’s two stage dispute resolution procedure. During the Scheme year, 2 complaints were 
dealt with under this procedure.  

The Money and Pensions Service (“MaPS”) 

The Money and Pensions Service (MaPS) brings together three respected financial guidance bodies: The 
Pensions Advisory Service (TPAS), the Money Advice Service and Pension Wise providing information to 
the public on matters relating to workplace and personal pensions. 

Address 120 Holborn, London, EC1N 2TD 

Telephone: 0115 965 9570 

Pensions Ombudsman 

The Pensions Ombudsman will assist members and beneficiaries of the Scheme in connection with 
difficulties which they have failed to resolve with the Trustee or Administrator of the Scheme and may 
investigate and determine any complaint or dispute of fact or law in relation to an occupational pension 
scheme. 

The Pensions Ombudsman may be contacted at 1st Floor, 10 South Colonnade, Canary Wharf, London 
E14 4PU 

Telephone: 0800 917 4487      

Early resolution email: helpline@pensions-ombudsman.org.uk  

Email: enquiries@pensions-ombudsman.org.uk 

Website address: www.pensions-ombudsman.org.uk 

Pensions Regulator 

The Pensions Regulator is able to intervene in the running of schemes where trustees, Employers or 
Professional Advisers have failed in their duties. 

The Pensions Regulator may be contacted at Napier House, Trafalgar Place, Brighton, BN1 4DW. 

Telephone: 0345 600 7060 

Email: customersupport@tpr.gov.uk 

Website address: www.thepensionsregulator.gov.uk 

mailto:enquiries@pensions-ombudsman.org.uk
http://www.pensions-ombudsman.org.uk/
mailto:customersupport@tpr.gov.uk
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Trustee’s Report 
Pension Tracing 

A pension tracing service is carried out by the Department for Work and Pensions.   

The Pension Tracing Service may be contacted at The Pension Service 9, Mail Handling Unit A, 
Wolverhampton, WV98 1LU. 

Telephone: 0800 731 0193 

Financial Advice 

The Trustee is not authorised to give financial advice.  The Financial Services & Markets Act 2000 states 
who is able to provide investment advice, and any queries relating to specific arrangements should 
always be referred to a Financial Adviser authorised to give such advice.  Should a member have any 
other queries, relating to their own Personal Retirement Account, they should contact the Network Rail 
Pensions Team at the address shown on page 40. 

General Data Protection Regulations (“GDPR”) 

From 1 January 2021, the UK GDPR came into effect which will run alongside the Data Protection Act 
2018, and the EU GDPR 2018. 

Our obligations as Trustee under UK GDPR are fundamentally the same as our obligations under the EU 
GDPR and we continue to remain subject to UK Data Protection laws. 

The Trustee is registered with the Data Protection Registrar, as required by the Act.  The Trustee 
continues to review its processes and recording keeping, ensuring that the Act’s provisions are adhered 
to. Other appointed service providers must also comply with the Act and contracts for services will reflect 
this as part of the contract provisions. 

Taxation 

The Scheme is a registered Scheme under the Finance Act 2004.  The Trustee has no reason to believe 
that there have been any changes to the tax status of the Scheme during the year. 

Related Party Transactions 

The Principal Employer has paid the majority of the costs of administering the Scheme for the year. 
Further details of related party transactions are given in note 16 to the financial statements. 

Approval of the Trustee’s Report 

 

Samantha Pitt 
Trustee Director 

 Andrew Fielding 
Trustee Director 

 

The Trustee’s Report was approved by the Trustee on 23rd June 2021 and signed on its behalf by: 

RJolly
Typewritten text
SAMANTHA PITT

RJolly
Typewritten text
ANDREW FIELDING
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 Fund Account for the Year Ended 31 December 2020 

 
 Note  2020 

£ 
 2019 

£ 

Contributions and benefits      

Employer contributions   39,719,170  35,599,182 

Employee contributions   3,201,761  2,878,222 

Total contributions 4  42,920,931  38,477,404 

      

Individual transfers in   847,420  1,711,521 

Other income 5  2,398,656  1,646,637 

   46,167,007  41,835,562 

 

 

   

 

  

 

Commutations and lump sums retirement benefits 6  (2,748,936)  (2,841,354) 

Death benefits   (3,592,710)  (2,245,294) 

Payments to and on account of leavers 7  (6,268,561)  (8,457,809) 

Administrative expenses 8  (93,739)  (26,171) 

   (12,703,946)  (13,570,628) 

      

Net additions from dealings with members   33,463,061  28,264,934 

 

Returns on investments 

Investment income - interest receivable 

   

 

1,413 

  

 

4,354 

Change in market value of investments 9  34,149,421  42,433,852 

Investment management expenses 10  -  - 

Net return on investments   34,150,834  42,438,206 

 

Net increase in the Fund during the year 

   

67,613,895 

  

70,703,140 

Net assets at start of the year   401,463,174  330,760,034 
      
Net assets at end of the year   469,077,069  401,463,174 

 

The notes on pages 21 to 33 form an integral part of these financial statements. 
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Statement of Net Assets Available for Benefits as at 
31 December 2020 
 Note  2020 

£ 
 2019 

£ 

Investment assets      

Pooled investment vehicles 11  470,573,688  400,557,013 

Other investment balances   11,103  1,387,780 

Net investment assets 9  470,584,791  401,944,793 

      

Current assets 14  2,323,791  1,506,679 

Current liabilities 15  (3,831,513)  (1,988,298) 

Net assets of the Scheme at end of year   469,077,069  401,463,174 

 

The notes on pages 21 to 33 form an integral part of these financial statements. 

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. 

 

 

Samantha Pitt 
Trustee Director 

 Andrew Fielding 
Trustee Director 

 

The financial statements were approved by Network Rail Pension Trustee Ltd and authorised for issue on 
23rd June 2021 and signed on its behalf by: 

RJolly
Typewritten text
SAMANTHA PITT

RJolly
Typewritten text
ANDREW FIELDING
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Notes to the Financial Statement 
1. Basis of preparation 

The financial statements 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 102 – The Financial Reporting Standard 
applicable in the UK and Republic of Ireland issued by the Financial Reporting Council and with 
guidance set out in the Statement of Recommended Practice (Revised 2018).  

The financial statements have been prepared on the going concern basis. Having considered 
operational matters and the position of the Principal Employer the Trustee considers the 
preparation of the financial statements on a going concern basis to be appropriate. 

2. Identification of the financial statements 

The Scheme is established as a trust under English Law. The registered address of the Scheme 
is at Network Rail Pension Trustee Limited, One Eversholt Street, London NW1 2DN. 

3. Accounting policies 

The following principal accounting policies have applied in the preparation of the financial 
statements.  These policies have been consistently applied to all the years presented, unless 
otherwise stated. 

 Contributions 

Normal contributions, both from the members and from the employer, are accounted for as they 
fall due in accordance with the latest Payment Schedule.  Additional voluntary contributions from 
the members are accounted for in the month they are deducted from the payroll. 

 Benefits and payments to and on account of leavers 

Retirement benefits are accounted for on the later of the period in which the member notifies the 
Trustee of his decision on the type or amount of benefit to be taken, and the date of retiring or 
leaving. If there is no member choice, on the date of retiring, leaving or notification of death. 

Other benefits are accounted for from the date the member leaves the Scheme, or on requesting 
an Uncrystallised Funded Lump Sum, or on death. 

Refunds are accounted for when the Trustee is notified of the member’s decision to leave the 
Scheme. 

Where the Trustee agrees or is required to settle tax liabilities on behalf of a member (such as 
where lifetime or annual allowances are exceeded) with a consequent reduction in that member’s 
benefits receivable from the Scheme, any taxation due is accounted for on the same basis as the 
event giving rise to the tax liability and shown separately within benefits. 

 Transfer from and to other schemes 

Individual transfers in or out of the Scheme are accounted for when member liability is accepted 
or, discharged which is normally when the transfer amount is paid or received. 
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Notes to the Financial Statement 

3. Accounting policies (continued) 

 Administrative and other expenses 

Administrative and other expenses, when incurred by the Scheme, are accounted for on an 
accruals basis, net of recoverable VAT. 

Investment income and expenditure 

Income from cash and short term deposits is accounted for on an accruals basis. 

Income from pooled investment vehicles is reinvested within the funds and is therefore not 
directly paid to the Scheme, but included within change in market value. 

Investment management fees are accounted for on an accruals basis and shown separately 
within investment returns. 

The change in market value of investments during the year comprises all increases and 
decreases in the market value of investments held at any time during the year, including profits 
and losses realised on sales of investments and unrealised changes in market value. 

 Valuation and Classification of Investments 

Investment assets and liabilities are included in the financial statements at fair value as described 
below:   

Unitised pooled investment vehicles have been valued at the latest available bid price or single 
price provided by the pooled investment manager. Shares in other pooled arrangements have 
been valued at the latest available net asset value (NAV), determined in accordance with fair 
value principles, provided by the pooled investment manager. 

 



Network Rail Defined Contribution Pension Scheme   

23 

 

Notes to the Financial Statement  

4. Contributions 

  2020 
£ 

 2019 
£ 

Members contributions:     

 Normal  1,765,737  1,597,890 

 Additional voluntary  1,436,024  1,280,332 

Employer’s normal contributions  20,128,626  18,910,479 

Employer’s SMART contributions  19,590,544  16,688,703 

Contributions receivable for the year  42,920,931  38,477,404 

 

There is a salary sacrifice arrangment (known as SMART) in place giving members the option to 
increase their take-home pay as National Insurance Contributions payable by both employee and 
employer are reduced. 

 

5. Other income 

  2020 
£ 

 2019 
£ 

Claims on life assurance policy  2,341,304  1,630,512 

Other income  57,352  16,125 

  2,398,656  1,646,637 

 

6. Commutations and lump sum retirement benefits 

  2020 
£ 

 2019 
£ 

Commutations and lump sum retirement benefits  2,518,761  2,680,104 

Purchase of annuities  230,175  161,250 

  2,748,936  2,841,354 
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Notes to the Financial Statement  

7. Payments to and on account of leavers 

  2020 
£ 

 2019 
£ 

Individual transfers to other schemes  6,268,258  8,454,364 

Refunds to members leaving service  303  3,445 

  6,268,561  8,457,809 

8. Administration expenses 

 The Trust Deed and Rules provide that the costs of administering and managing the Scheme are 
met by the employer and/or from unallocated funds within the Scheme (known as the Special 
Fund).  

  2020 
£ 

 2019 
£ 

Investment consulting  -  21,000 

Pension levies  25,509  - 

Other professional fees  34,780  5,080 

Other fees and expenses  33,450  91 

  93,739  26,171 

The costs reported above were all funded during the year from the Special Fund (Scheme cash 
not allocated to members). 

The Employer paid other administration costs and the life assurance premiums as disclosed 
under Note 16. 
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Notes to the Financial Statement  

9. Reconcilation of net investments 

 Market 
value at 

1 Jan 2020 
£ 

Purchases 
at Cost  

  
£ 

Sales 
proceeds 

  
£ 

Change 
 in Market 

Value 
£ 

Market  
value at 

31 Dec 2020 
£ 

Pooled investment 
vehicles 

 
400,557,013 

 
58,127,632 

 
(22,260,378) 

 
34,149,421 

 
470,573,688 

Other investment 
balances 

 
1,387,780 

    
11,103 

 401,944,793    470,584,791 

 

Other investment balances of £11,103 (2019 - £1,387,780) relates to cash in transit to the 
investment manager. 

Indirect costs are incurred through the bid-offer spread on investments within the pooled 
investment vehicles. The amount of indirect cost is not separately provided to the Scheme. 

In January 2020, the investment platform provider transitioned from Old Mutual Wealth to Legal & 
General Investment Management. The purchases and sales reported above relate solely to 
member related transactions in the year and do not reflect the transition of investment assets 
between the two providers. 

10. Investment management expenses 

Fund management fees relating to the management of the assets of the Scheme are calculated 
as a percentage of the value of the fund and are included within the unit prices of the investments 
held. They are therefore reflected in the market value of the investments. 

11. Pooled investment vehicles 

 During the year, investment assets were managed by Legal & General Investment Management 
(“L&G”) who are registered in the United Kingdom. 

 The L&G policy was held in the name of the Network Rail Defined Contribution Pension Scheme. 
The policy was held by the Scheme in a unit-linked insurance bond for use by Trustees of Eligible 
Schemes.  Each fund held by the policy holder was a separate account within L&G’s long term 
business fund. These funds were maintained to calculate plan values. Each fund represented a 
group of investments held by L&G and was divided into units which represented shares in the 
investment of each Fund. The allocation to units was notional and was a means of calculating 
plan values. The policy holder had no beneficial interest in the units, the Fund or any of the 
underlying investments, all of which were solely the property of L&G. 
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Notes to the Financial Statement  

11. Pooled investment vehicles (continued) 

 Investments purchased by the Scheme are allocated to provide money purchase benefits to the 
individuals on whose behalf the corresponding contributions were paid.  Accordingly, the assets 
identified as designated to members in the net assets statement do not form a common pool of 
assets available for members generally. Members each receive an Annual Benefit Statement 
confirming the contributions paid by them, on their behalf or for them, and the value of their 
Personal Retirement Account.  It also includes a Statutory Money Purchase Illustration. 

 The market value of investments at 31 December 2020 and 31 December 2019, by investment 
fund is shown in the table below: 

  2020 
£ 

 2019 
£ 

NRDC Higher Risk Fund  5,566,443  5,079,263 

NRDC Balanced Risk Fund  262,947,632  215,665,808 

NRDC Lower Risk Fund  65,339,553  52,118,709 

NRDC Retirement Protection Fund  6,243,068  4,186,658 

NRDC Emerging Markets Equity Fund  11,351,529  10,276,114 

NRDC Global Equity Fund  53,194,404  53,280,808 

NRDC Property Fund  10,683,084  11,187,107 

NRDC Aggregate Bonds Fund  6,664,478  6,042,696 

NRDC Index Linked Gilt Fund  28,510,319  25,318,355 

NRDC Cash Fund  18,770,791  16,637,657 

HSBC Islamic Global Equity Index  922,541  443,002 

Legal & General Ethical Global Equity Index  379,846  320,836 

  470,573,688  400,557,013 

 

The pooled investment vehicles of £470,573,688 (2019: £400,557,013) were wholly allocated to 
the members of the Scheme.  

The underlying legal structure of the above funds is summarised in note 13, page 31. 

The pooled investment vehicles are managed by companies registered in the UK.  

The property fund holdings are considered to be illiquid investment holdings due to the nature of 
the underlying investment in properties. 

With effect from March 2020, the property fund holdings became subject to a temporary 
transaction suspension until September 2020.   

Additional Voluntary Contributions (AVC) Funds 

The Trustee Board holds assets within the above Funds to provide for members’ main money 
purchase benefits and for those members electing to pay AVCs. 
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Notes to the Financial Statement  

12. Fair value of investments   

 The fair value of financial instruments has been determined 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) for 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. 
 

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

 

As At 31 December 2020 Level 1 
£ 

Level 2 
£ 

Level 3 
£ 

Total 
£ 

 
Pooled Investment Vehicles - 470,573,688 - 470,573,688 

Other Investment Balances 11,103 - - 11,103 

 11,103 470,573,688 - 470,584,791 

 

As At 31 December 2019 Level 1 
£ 

Level 2 
£ 

Level 3 
£ 

Total 
£ 

 
Pooled Investment Vehicles - 400,557,013 - 400,557,013 

Other Investment Balances 1,387,780 - - 1,387,780 

 1,387,780 400,557,013 - 401,944,793 
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Notes to the Financial Statement  

13. Investment risk disclosures 

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are 
set out by FRS 102 as follows: 

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

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

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

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

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

Further information on the Trustee’s approach to risk management, credit and market risk is set out 
below. This does not include the legacy insurance policies nor AVC investments as these are not 
considered significant in relation to the overall investments of the Scheme. 

Investment strategy 

The investment objective of the Scheme 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 Scheme payable under the trust deed and rules as they fall due. 

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

The current strategy of the Scheme is outlined in the Investment Management section of the Trustee 
Report on pages 11 to 15. 

Scheme risk assessment 

 The Scheme is subject to various types of risks, but member level risk exposures will be dependent 
on the member funds invested in by members. The main types of risks include (but are not limited to) 
credit risk and market risk, arising from the underlying investments in the underlying funds. Market 
risk is composed of foreign exchange (“FX”), interest rate and other price risks.  

 While the Trustee governs the underlying funds individually, it considers risks at a member fund level 
to be more important, recognising the benefit of diversification and offsetting risks within the 
investment funds.  
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Notes to the Financial Statement  

13. Investment risk disclosures (continued) 

Scheme risk assessment (continued) 

Risks are classified as “Direct” if they relate to an investment held directly by the Scheme, or 
“Indirect” if they relate to an investment held by one of the pooled underlying funds. 

All member funds would be exposed to different risks to some degree (for example, a large shift in 
interest rates could affect equity markets) - the main risk exposures of each of the member funds 
within the investment strategy are set out below.  
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13. Investment risk disclosures (continued) 

Credit risk 

All assets of the Scheme are subject to direct credit risk in relation to L&G through the Scheme’s 
holding in unit linked insurance funds provided by L&G. Direct credit risk relates to insolvency of 
L&G, the underlying managers or the custodians used by the underlying managers to hold fund 
assets. 

L&G is authorised by the Prudential Regulation Authority, regulated by the Financial Conduct 
Authority and the Prudential Regulation Authority and maintains capital for its policy holders. In the 
event of default by L&G, the Trustee can apply for compensation from the Financial Services 
Compensation Scheme (“FSCS”). 

As well as the regulatory environment in which the investment platform operates, direct credit risk is 
mitigated at the investment platform level by the assets backing the Scheme’s policy being ring-
fenced from those of the investment platform. 

Direct credit risk in the underlying funds operated by the underlying managers is mitigated by the 
underlying investments being ring-fenced from those of the underlying manager and through the 
regulatory environments in which the underlying managers operate. The amount that can be claimed 
by the investment platform in the event of an insolvency of the underlying manager will depend on 
the structure of the underlying fund and the contractual terms between the manager and the 
investment platform. In the event of a custodian becoming insolvent, the level of asset recovery will 
depend on the custody agreement in place between the underlying manager and the custodian. 

The Trustee carries out due diligence checks on the appointment of the investment platform and new 
investment managers. On an ongoing basis, it monitors any changes to the regulatory and operating 
environments of both. 

The Scheme’s investments are all held in pooled investment vehicles. At the end of the year, the 
total value of member funds subject to direct credit risk was £470.6m (£400.6m at 31 December 
2019). 

The Scheme is also subject to indirect credit risk arising on the underlying investments held by the 
underlying funds. Credit risk is mitigated by utilising investment managers whose mandate includes 
one or more of the following: 

• invest in government bonds where the credit risk is minimal; 

• invest in corporate bonds which are rated at least investment grade; 

• diversification of the underlying investments. 
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13. Investment risk disclosures (continued) 

A summary of pooled investment vehicles by type of arrangement is as follows: 

  2020 
£ 

 2019 
£ 

Unit linked insurance contracts  354,412,723  294,261,900 

Open ended investment companies  116,160,965  106,295,113 

  470,573,688  400,557,013 

Currency risk 

Some member funds are subject to indirect currency risk because some of the underlying 
investments are held in overseas markets via pooled investment vehicles. The Trustee regards 
currency risk as one which can, in some cases, add value and manages this risk through advice from 
its investment advisor. 

There is no direct exposure to currency risk. All member and underlying funds are priced in GBP and 
no foreign denominated assets are directly held. 

Interest rate risk 

Some member funds are subject to indirect interest rate risk because some of the underlying 
investments are held in bonds or cash through pooled vehicles. If interest rates fall the value of these 
investments will rise (all else equal) and vice versa.  

The Scheme manages this risk through the following:  

• diversification, where appropriate, to reduce the impact of a change in interest rates; or 

• allowing the risk, where appropriate, in recognition that a change in interest rates will likely be 
correlated with a change in annuity rates and therefore this degree of “matching” is desirable. 

No assets are subject to direct investment rate risk as no interest rate sensitive investments are held 
directly. 

Other price risk 

All assets are subject to indirect other price risk. Other price risk arises in relation to risks not 
mentioned above, such as those affecting equity markets, property, non-investment grade bonds etc. 

The Scheme manages this risk by making available member funds with a diverse portfolio of 
investments across various markets, designed to minimise the overall price risk. Members may also 
invest in funds with a higher degree of overall price risk should they choose. 

No assets are subject to direct other price risk as no price sensitive investments are held directly. 
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14. Current assets 

  2020 
£ 

 2019 
£ 

Bank balances  2,323,791  1,380,267 

Death insurance claims receivable  -  120,748 

Other debtors  -  5,664 

  2,323,791  1,506,679 

 

Of the bank balance stated above, an amount of £144,599 (2019 - £221,851) was not allocated to 
members and represents the Special Fund.  

Assets not allocated to members are amounts belonging to the Employer that have accumulated as 
a result of refunds to members leaving the Scheme within the first two years of joining.  In such a 
situation, the member is refunded their contributions adjusted for any investment gain or loss.  The 
Scheme accumulates the employer contributions adjusted for any investment gain or loss and these 
are applied either to offset future employer contributions due, or to meet administration expenses of 
the Scheme as agreed with the Employer. 

15. Current liabilities 

  2020 
£ 

 2019 
£ 

Unpaid benefits  2,282,520  665,408 

Prepaid contributions  1,313,185  1,260,192 

Other creditors  235,808  62,698 

  3,831,513  1,988,298 
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16. Related party transactions 

The Trustee and the Principal Employer have provided administrative services free of charge 
during the period under review.   

Expenses from third parties in respect of administration and investment advice (except as 
disclosed in notes 8 and 11 of these financial statements) totalling £710,003 (2019 - £249,568) 
have been paid by the Principal Employer on behalf of the Scheme. Included within this amount,  
fees of £nil (2019 - £nil) were payable to the Trustee Director, Law Debenture Pension Trust 
Corporation, in respect of the services of Samantha Pitt, as Chair of the Scheme. 

In addition, the cost of providing lump sum death benefits through an insurance policy of 
£2,259,836 (2019: £2,169,255) was met by the Principal Employer on behalf of the Scheme. 

During the year, transfers in from NR CARE totalled £7,753 (2019 - £2,092) and transfers out to 
NR CARE totalled £790,739 (2019 - £634,665). 

Trustee Directors, who have served during the year, were members of the following related 
pension schemes during their tenure: 

Trustee Director  Network Rail Pension Scheme 

Anit Chandarana RPS Active / RPS Deferred / NRDC Deferred  

Samantha Pitt* RPS Deferred / NRDC Deferred 

Timothy Craddock RPS Active 

Mark Engelbretson NR CARE Active 

Andrew Fielding RPS Active 

Mark Langman RPS Active – now retired 

Benjamin Milway NR CARE Active 

Robert Arnold NR CARE Active 

Paul Norris N/A 

Eoin O’Neill RPS Active 

Urvish Pandya RPS Active 

*Representative of Law Debenture Pension Trust Corporation 

RPS – Railways Pension Scheme 

NRDC – Network Rail Defined Contribution Pension Scheme 

NR CARE– Network Rail CARE Pension Scheme 
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Independent Auditor’s Report to the Trustee of the 
Network Rail Defined Contribution Pension Scheme 
Opinion 

We have audited the Financial Statements of the Network Rail Defined Contribution Pension Scheme for 
the year ended 31 December 2020 which comprise the Fund Account, the Statement of Net Assets 
(available for benefits) and notes to the Financial Statements, including significant accounting policies. 
The financial reporting framework that has been applied in their preparation is applicable law and United 
Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard applicable in the 
UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice). 

In our opinion, the Financial Statements: 

• show a true and fair view of the financial transactions of the Scheme during the year ended 
31 December 2020, and of the amount and disposition at that date of its assets and liabilities, other 
than the liabilities to pay pensions and benefits after the end of the year; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice; and 

• contain the information specified in Regulation 3A of the Occupational Pension Schemes 
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, 
made under the Pensions Act 1995. 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and 
applicable law. Our responsibilities under those standards are further described in the Auditor’s 
responsibilities for the audit of the Financial Statements section of our report. We are independent of the 
Scheme in accordance with the ethical requirements that are relevant to our audit of the Financial 
Statements in the UK, including the FRC’s Ethical Standard and we have fulfilled our other ethical 
responsibilities in accordance with these requirements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our opinion. 

Conclusions relating to going concern 

In auditing the financial documents, we have concluded that the Scheme’s Trustee use of the going 
concern basis of accounting in the preparation of the Financial Statements is appropriate. 

Based on the work we have performed, we have not identified any material uncertainties relating to 
events or conditions that, individually or collectively, may cast significant doubt on the Scheme’s ability to 
continue as a going concern for a period of at least twelve months from when the Financial Statements 
are authorised for issue. 

Our responsibilities and the responsibilities of the Scheme’s Trustee with respect to going concern are 
described in the relevant sections of this report. 

 Other information 

The other information comprises the information included in the annual report, other than the Financial 
Statements and our auditor’s report thereon. The Scheme’s Trustee is responsible for the other 
information. Our opinion on the Financial Statements does not cover the other information and we do not 
express any form of assurance conclusion thereon.  
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Independent Auditor’s Report (continued) 

Other information (continued) 

Our responsibility is to read the other information, and in doing so, consider whether the other information 
is materially inconsistent with the Financial Statements or our knowledge obtained in the audit or 
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent 
material misstatements, we are required to determine whether this gives rise to a material misstatement 
in the Financial Statements themselves. If, based on the work we have performed, we conclude that there 
is a material misstatement of this other information, we are required to report that fact. 

We have nothing to report in this regard. 

Responsibilities of Trustee 

As explained more fully in the Trustee’s responsibilities statement set out on page 16, the Trustee is 
responsible for the preparation of Financial Statements and for being satisfied that they give a true and 
fair view, and for such internal controls as the Trustee determine are necessary to enable the preparation 
of Financial Statements that are free from material misstatement, whether due to fraud or error. 

In preparing the Financial Statements, the 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 intend to liquidate the Scheme or to cease 
operations, or has no realistic alternative but to do so. 

Auditor’s 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 auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these Financial Statements. 

The extent to which the audit was considered capable of detecting irregularities, including fraud 

Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are to 
obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have a 
direct effect on the determination of material amounts and disclosures in the Financial Statements, to 
perform audit procedures to help identify instances of non-compliance with other laws and regulations that 
may have a material effect on the Financial Statements, and to respond appropriately to identified or 
suspected non-compliance with laws and regulations identified during the audit. 

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement 
of the Financial Statements due to fraud, to obtain sufficient appropriate audit evidence regarding the 
assessed risks of material misstatement due to fraud through designing and implementing appropriate 
responses and to respond appropriately to fraud or suspected fraud identified during the audit.   

However, it is the primary responsibility of management, with the oversight of those charged with 
governance, to ensure that the entity's operations are conducted in accordance with the provisions of 
laws and regulations and for the prevention and detection of fraud. 
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Independent Auditor’s Report (continued) 

The extent to which the audit was considered capable of detecting irregularities, including fraud 
(continued) 

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the 
audit engagement team:  

• obtained an understanding of the nature of the environment, including the legal and regulatory 
framework that the Scheme operates in and how the Scheme is complying with the legal and 
regulatory framework; 

• inquired of management, and those charged with governance, about their own identification and 
assessment of the risks of irregularities, including any known actual, suspected or alleged instances 
of fraud; 

• discussed matters about non-compliance with laws and regulations and how fraud might occur 
including assessment of how and where the Financial Statements may be susceptible to fraud. 

As a result of these procedures we consider the most significant laws and regulations that have a direct 
impact on the Financial Statements are FRS 102, including the Financial Reports of Pension Schemes 
2018 (the Pensions SORP) and the relevant legislation as outlined in the Pensions SORP.  We performed 
audit procedures to review the Financial Statements for compliance with the relevant legislation and to 
inquire of management and those charged with governance whether the Scheme is in compliance with 
these law and regulations. 

The audit engagement team identified the risk of management override of controls as the area where the 
Financial Statements were most susceptible to material misstatement due to fraud.  Audit procedures 
performed included but were not limited to testing manual journal entries and evaluating the business 
rationale in relation to any significant, unusual transactions and transactions entered into outside the 
normal course of business. 

A further description of our responsibilities for the audit of the financial statements is located on the 
Financial Reporting Council’s website at http://www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report. 

Use of our report 

This report is made solely to the Scheme’s Trustee as a body, in accordance with Regulation 3 of the 
Occupational Pension Schemes (Requirements to obtain Audited Accounts and a Statement from the 
Auditor) Regulations 1996 made under the Pensions Act 1995.  Our audit work has been undertaken so 
that we might state to the Scheme’s Trustee those matters we are required to state to them in an auditor’s 
report and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume 
responsibility to anyone other than the Scheme and the Scheme’s Trustee as a body, for our audit work, 
for this report, or for the opinions we have formed. 

 
 
RSM UK Audit LLP 
Statutory Auditor, Chartered Accountants 
Portland  
25 High Street 
Crawley RH10 1BG      Date:  
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Independent Auditor’s Statement about Contributions, 
under Regulation 4 of The Occupational Pension Schemes (Requirement 
to obtain Audited Accounts and a Statement from the Auditor) Regulations 
1996, to the Trustee of the Network Rail Defined Contribution Pension 
Scheme  
 
Statement about contributions payable under the Payment Schedule 

We have examined the summary of contributions payable to Network Rail Defined Contribution Pension 
Scheme on page 38, in respect of the Scheme year ended 31 December 2020. 

In our opinion the contributions for the Scheme year ended 31 December 2020 as reported in the 
summary of contributions on page 38 and payable under the Payment Schedule have in all material 
respects been paid at least in accordance with the Payment Schedule certified by the actuary on 
31 March 2016. 

Scope of work on statement about contributions 

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions 
reported on page 38 have in all material respects been paid at least in accordance with the Payment 
Schedule.  This includes an examination, on a test basis, of evidence relevant to the amounts of 
contributions payable to the Scheme and the timing of those payments under the Payment Schedule.   

Respective responsibilities of Trustee and Auditor 

As explained more fully on page 16 in the Statement of Trustee’s Responsibilities, the Scheme’s Trustee 
are responsible for ensuring that there is prepared, maintained and from time to time revised a Payment 
Schedule showing the rates and due dates of certain contributions payable towards the scheme by or on 
behalf of the employer and the active members of the scheme.  The Trustee is also responsible for 
keeping records in respect of contributions received in respect of active members of the Scheme and for 
monitoring whether contributions are made to the scheme by the employer in accordance with the 
Payment Schedule. 

It is our responsibility to provide a statement about contributions paid under the Payment Schedule and to 
report our opinion to you. 

Use of our statement 

This statement is made solely to the Scheme’s Trustee as a body, in accordance with the Pensions Act 
1995.  Our audit work has been undertaken so that we might state to the scheme’s Trustee those matters 
we are required to state to them in an auditor’s statement and for no other purpose.  To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the Scheme and the 
Scheme’s Trustee as a body, for our audit work, for this statement, or for the opinions we have formed. 
 
 
 
RSM UK AUDIT LLP 
Statutory Auditor, Chartered Accountants 
Portland 
25 High Street 
Crawley RH10 1BG Date: 
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Summary of Contributions Payable in the Year  
During the year ended 31 December 2020 the contributuions payable to the Scheme by the employer 
under the Payment Schedules were as follows 

  

 

2020 
£ 

Employer’s normal contributions  20,128,626 

Employer’s SMART contributions  19,590,544 

Members’ normal contributions  1,765,737 

Total contributions payable under the Payment Schedule  41,484,907 

In addition, further contributions were payable:   

Members’ additional voluntary contributions  1,436,024 

Total contributions receivable  42,920,931 

 

 

The contributions payable to the Scheme during the year were paid in accordance with the Payment 
Schedule dated 31 March 2016 

 

 

 

Samantha Pitt 
Trustee Director 

 Andrew Fielding 
Trustee Director 

 

 

Approved by the Trustee on 23rd June 2021 and signed on its behalf by: 

RJolly
Typewritten text
SAMANTHA PITT

RJolly
Typewritten text
ANDREW FIELDING
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Trustee Advisers 
Scheme 
administrator: 

Capita Employee Solutions (until 31 January 2021) 
Hartshead House 
2 Cutlers Gate 
Sheffield S4 7TL 
 
Willis Towers Watson (from 1 February 2021) 
Westgate 
120 – 130 Station Road 
Redhill 
Surrey RH1 1WS 
 

Investment adviser: River and Mercantile Solutions 
One Aldermanbury Square  
London EC2V 7HR 

Investment manager: Legal & General Investment Management Limited 
One Coleman Street 
London EC2R 5AA 

Auditor: RSM UK Audit LLP 
Statutory Auditor 
Chartered Accountants 
25 High Street 
Crawley RH10 1BG 
 

Legal adviser: Squire Patton Boggs (UK) LLP  
6 Wellington Place 
Leeds LS1 4AP 
 

Banker: National Westminster Bank plc (until 31 January 2021) 
42 High Street 
Sheffield S1 1QG 

Lloyds TSB Bank plc (from 1 February 2021) 
PO Box 72 
Gillingham 
Kent ME8 0LS 
 

Life assurance 
company: 

Legal & General Assurance Society Limited 
Legal & General House 
Kingswood 
Tadworth 
Surrey KT20 6EU 
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Contact for Enquiries & Further Information 
Details of individual benefit entitlements can be obtained from the Scheme Administrator at the following 
address: 

Network Rail  
Willis Towers Watson 
PO Box 545 
Redhill 
Surrey RH1 1YX 
 
Email: NetworkRailPensions@willistowerswatson.com 
Tel: 01737 230487 
 
For further information about the Scheme generally, including requests to change contributions or AVC 
investment options, or any complaints in relation to Scheme matters, please write to: 
Network Rail Pensions Department  
The Quadrant: MK 
Elder Gate  
Milton Keynes   MK9 1EN 
Tel: 01908 781010 

Email: pensions@networkrail.co.uk 

Further information about the Scheme is also available at: www.myNRPension.co.uk 

Any questions or comments regarding information contained in this report should be addressed to: 

Claire McCarthy 
Pensions Manager 
Network Rail Pension Trustee Limited  
The Quadrant: MK 
Elder Gate  
Milton Keynes MK9 1EN 
 
Email: Claire.Mccarthy@networkrail.co.uk 

 

The registered address for the Trustee is: 

Network Rail Pension Trustee Limited  
One Eversholt Street  
London  NW1 2DN 
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Annual Governance Statement by the Chair of the Trustee 
for the Twelve Months Ending 31 December 2020 
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Samantha Pitt 
Chair of Trustee 

 Network Rail Defined Contribution Pension Scheme 

 

The Statement regarding DC Governance was approved by the Trustee on 23rd June 2021 and signed
 on its behalf by: 

RJolly
Typewritten text
SAMANTHA PITT
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Appendix 1 

Statement of Investment Principles  
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RJolly
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SAMANTHA PITT
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Appendix 2 

Implementation Statement 
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