
Statement regarding DC governance  
 

Money Purchase benefits under the Scheme 
Certain members of the Scheme (as detailed in the table below) have entitlements to money purchase benefits emanating 

from: 

 Additional Voluntary Contributions (AVCs) made by Defined Benefit (DB) section members to supplement their DB pension; 

 contributions to a Defined Contribution (DC) section of the Scheme that was set up to allow DB members to retain their 

accrued rights for past service as a deferred DB benefit, but pay lower member contributions for future service;  

 other legacy benefits including parts of contributions made by DB members that could not be repaid when short service 

refunds were made and certain former Protected Rights.  

The Scheme closed to future accrual on 31 March 2015 and members cannot make further AVC or DC contributions.  

At 31 March 2019 
DB Scheme  

AVCs 
DC Section 

investments 

Other legacy  
benefits secured by 

DC investments 
Total Money  

Purchase Benefits 

Number of members 806 180 445 1,431 

Investments £5.8m £4.8m £1.2m £11.8m 

 

This statement is given in accordance with the requirements of The Occupational Pension Schemes (Scheme Administration) 

Regulations 1996 (as amended) (‘the Administration Regulations’) to provide members who have money purchase benefits 

under the Scheme with information about the investment arrangements and to explain how these benefits are governed and 

administered. 

This statement covers the money purchase benefits under the Scheme described above, including the DC Section of the Scheme 

(‘the DC Section’) and the Additional Voluntary Contribution arrangement of the DB Section (‘the AVC arrangement’)1.  

DC Section 
Default arrangement 

The DC Section is not used for auto-enrolment and closed to future accrual on 31 March 2015. As such, it is not required to 

meet some requirements for default arrangements, such as preparation of a special statement of investment principles. 

However, for information purposes the Trustee has provided details of the default arrangement that operated prior to closure 

of the Scheme, and was updated following a strategy review during 2018. 

Members of the DC Section of the Scheme who did not make an explicit choice regarding the investment of their funds were 

invested into a lifestyle option as the default arrangement.  

The objective of the current lifestyle option is to provide investment growth by investing in return-seeking assets at younger 

ages when funds are invested wholly in equities, with a gradual switching of assets over the 20 years before the member’s 

expected retirement date, towards a final position of 100% cash. The lifestyle fund itself invests in a series of funds managed 

by Legal & General Investment Management Ltd. The funds are managed passively and annual management charges are 

currently in the region of 0.100% to 0.223% of the fund value, depending on the fund. 

By investing in this manner, the Trustee seeks to deliver growth over the member’s lifetime within the Scheme without 

excessive risk taking, with an increased focus in later years on reducing volatility to enable members approaching retirement 

to make financial plans for the period after retirement. The Trustee considers this approach to be in the best interests of 

relevant members and relevant beneficiaries. 

 

                                                      
1 For the purposes of this statement, information regarding other legacy benefits that are now secured by defined contribution 
investments are also included in the AVC arrangement category as indicated. 
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Review and changes made during the Scheme year 

The Trustee, alongside its investment adviser, undertook in early 2018 a strategy review of the appropriateness of the 

investment strategy within the default arrangement and the fund offering outside of the default arrangement. This review 

took into account the demographics of the DC membership, the value for members offered and the way the DC Section was 

being used by the membership, including members’ observed retirement income decisions. 

Following this review, the following changes were made to the default arrangement during September 2018: 

1. The ‘at-retirement’ asset allocation of the lifestyle profile was changed from 25% cash; 75% index-linked gilts to 100% cash. 

This reflects historic (and expected future) decisions at retirement actually taken by the DC Section members – namely 

putting their DC pot towards their tax-free cash allowance. 

2. The LGIM Global Equity Fixed Weight (50:50) Index Fund was replaced with equal allocations to the LGIM World Equity Index 

Fund and the LGIM World Equity Index Fund – GBP Currency Hedged. The intention here was two-fold: 

i. To remove the UK equity bias present in the Fixed Weight (50:50) Index Fund and instead reflect global market 

capitalisation weights to the regions invested in; 

ii. To introduce a GBP currency hedge across half of the overseas equity exposure, as a pragmatic way of mitigating the 

impact of overseas currency movements relative to sterling. 

Additionally, the following funds were added to the wider fund range within the DC Section, to increase the choice available 

to members: 

1. LGIM Multi Asset Fund 

2. LGIM Ethical Global Equity Index Fund 

3. LGIM World Equity Index Fund – GBP Currency Hedged 

The Trustee communicated these changes with the DC Section membership by letter ahead of implementation, reminding 

members of the alternative options available to choose from within the wider DC Section fund range which may better meet 

their individual needs. 

AVC arrangement 
Review and changes made during the Scheme year 

Alongside the review of the DC Section detailed above, the Trustee, with the support of its investment adviser, also carried 

out a review of the AVC arrangement’s fund range. This review considered fund performance, fee levels, overall value for 

members and the breadth of the fund range as a whole. 

The Trustee concluded that for the majority of funds, better value for members would be available via a range of lower 

cost, passively-managed options with LGIM. A consolidation was therefore implemented in September 2018, at the same 

time as the DC Section changes detailed above.  

As per the DC Section changes, the Trustee communicated these changes with the AVC arrangement membership ahead of 

implementation, reminding members of the alternative options available to choose from within the wider AVC arrangement 

fund range which may better meet their individual needs. 

Trustee knowledge and understanding 
Sections 247 and 248 of the Pensions Act 2004 set out the requirement for the trustees to have appropriate knowledge and 

understanding of the law relating to pensions and trusts, the funding of occupational pension schemes, investment of Scheme 

assets and other matters to enable them to exercise their functions as trustees properly. This requirement is underpinned by 

guidance in the Pension Regulator’s Code of Practice 07. The comments in this section relate to the Trustee as a body in 

dealing with the whole scheme and are not restricted to the DC section.  
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The Trustee has put in place arrangements for ensuring that Trustee Directors take personal responsibility for understanding 

pension and trust law and keeping up to date with relevant developments and that they carry out a self-assessment of training 

needs. The Chair of the Trustee Board holds annual performance meetings with each Trustee Director, supplemented by 

informal feedback from advisers. The performance of the Board and each of its committees is also reviewed annually. The 

Executive Office arranges for training to be made available to individual Trustee Directors or to the whole Trustee body as 

appropriate, including annual training away-days and additional training at trustee and committee meetings by external 

advisers on trust documentation and developments in law and practice, including environmental, social and governance 

investment-related issues and data protection. The secretary to the Scheme records the training undertaken, which is then 

reported in the Annual Report. In addition, the Trustee receives advice from professional advisers to supplement the 

knowledge of the Trustee Directors, and the relevant skills and experience of those advisers is a key criterion when evaluating 

adviser performance or selecting new advisers.  

All the existing Trustee Directors have completed the relevant sections of the Pension Regulator’s Trustee Toolkit and new 

Trustee Directors are required to complete this within six months of taking up office. Taking account of actions taken 

individually and as a trustee body, and the professional advice available to it, the Trustee Directors consider that they are 

properly enabled to exercise their functions as trustees.  

Processing scheme transactions 
The Trustee has a specific duty to ensure that core financial transactions (including transfer of member assets into and out of 

the Scheme, transfers between different investments within the Scheme and payments to and in respect of members) relating 

to the DC Section and AVC arrangement are processed promptly and accurately. 

For the DC Section, these transactions are undertaken on the Trustee’s behalf by the Scheme administrator, XPS 

Administration, and its investment manager, Legal & General Investment Management Ltd (LGIM). For the AVC arrangement 

and other legacy benefits that are now secured by defined contribution investments, these transactions are additionally carried 

out by The Prudential Assurance Company Limited (Prudential), The Equitable Life Assurance Society (Equitable Life), Baillie 

Gifford & Co Ltd (Baillie Gifford) and Scottish Equitable plc (Scottish Equitable, also known by the brand name Aegon) for the 

respective funds they provide. 

The Trustee’s service agreement with the administrator sets clear standards and deadlines for the accurate and timely 

processing of transactions. The administrator has committed to using only suitably trained, skilled and experienced personnel 

on Scheme matters, and to operating in accordance with its own published, and independently audited, internal operating 

control framework, which includes requirements for supervision and reconciliation of transactions. The Trustee receives 

quarterly reports on performance against those service levels. In addition, the Trustee receives and reviews the Scheme 

administrator’s annual assurance report on its internal controls which is produced by an independent reporting accountant, 

BDO LLP (AAF report) to support its assessment of whether the controls are operating effectively.  

The service agreement includes an agreed process for reporting on, and promptly correcting, any errors that may occur, with 

financial penalties for non-compliance. This process has been working effectively to the Trustee’s satisfaction. 

During the year we strengthened the reconciliation controls regarding certain legacy benefits that arose from the DB section 

that are now secured by money purchase investments. A reconciliation performed by the Scheme Administrator identified that 

insufficient units in the relevant investment funds were held for these members. The issue was promptly brought to the 

attention of the Trustee, the cause of the difference was investigated by the Scheme Administrator and the shortfall was 

rectified by purchasing additional units. The management of these legacy benefit investments was then brought under the 

control regime and Service Level requirements that apply to the DC Section. The Trustee is satisfied that no member suffered 

any loss as a result of this control weakness that has now been rectified. 

In the light of the above, the Trustee considers that the requirements for processing core financial transactions specified in the 

Administration Regulations have been met. 
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Security of assets 
The Trustee, with its legal adviser, has assessed the protections offered to Scheme members should any of the Scheme fund 

providers run into financial difficulty. 

As at 31 March 2019 the Trustee holds insurance policies with the fund providers2, under which members’ investments are 

made. The Trustee believes that, in the event of insolvency of any such fund provider, the Trustee would be able to claim 

compensation through the Policyholder Protection Scheme (“FSCS”) on members’ behalf. 

The Policyholder Protection Scheme is operated by Financial Services Compensation Scheme Ltd, which is an independent body 

set up by the government to protect consumers when authorised financial services firms fail. The FSCS aims to ensure investors 

get back 100% of the value of their insurance policy in the event of the insolvency of the insurer. The FSCS does not protect 

against movement in the underlying value of the assets of the funds. Further information regarding the FSCS is available at 

fscs.org.uk. Please note that the terms of the FSCS may be subject to review and amendment from time to time by the UK 

Prudential Regulation Authority. 

Charges and transaction costs  
The Trustee reviews the charges and transaction costs borne by Scheme members every year to determine whether or not 

those charges and costs represent good value for money for members. Performance of the DC and AVC funds net of member 

charges are also monitored on a quarterly basis and annual basis respectively. 

In this section, the four sources of charges and transaction costs incurred during the Scheme year are set out: 

1. Total expense ratio or “TER” (% p.a.): This is the ongoing charge levied on member assets by the fund provider for 

investment management services and running costs. For Prudential and Equitable Life funds, the TER also includes member 

record-keeping and administration services (see point 4 below). 

2. Transaction costs (ongoing): These are the transaction costs arising when the fund manager buys/sells securities as part of 

its ongoing management of the fund. Examples of such costs include custodian fees on trades, transaction taxes, broker 

commission, and ‘slippage costs’ (the difference between the market price of a trade at the time the order enters the 

market, and the actual execution price) or bid-offer spreads. 

3. Transaction costs (incurred in implementing strategy changes): These are the transaction costs arising as a result of the 

buying and selling of funds during implementation of the strategy changes in September 2018. 

4. Member administration fees: For the Prudential and Equitable Life funds, the ongoing member charge also includes member 

record-keeping and administration services. These providers do not separate out their ongoing charge between investment 

management, running costs and administration, but rather quote a single ongoing charge encompassing all these services. 

Ongoing transaction costs under category 2) above have been disclosed as the costs over the most recently-available 12 month 

period, given the lack of availability of the costs from the fund managers over the partial year for which the funds were 

invested in. Where unavailable, the Trustee does not expect the transaction costs for the 12 months to 31 March 2019 to be 

meaningfully different to those costs disclosed in this statement. 

Some of the ongoing transaction costs shown are negative, which indicates a gain. This is mainly a result of an anti-dilution 

offset (an adjustment made by the manager so that the cost of buying and selling fund units is met by those transacting). 

Where the anti-dilution offset outweighs the other sources of transaction costs, this results in an overall gain for invested 

members. 

Some of the transaction costs incurred in implementing the strategy changes were also negative, indicating a gain. This is a 

result of the anti-dilution adjustment applied by the manager on the date of sale or purchase acting to benefit members, 

depending on whether the funds were bought or sold on their behalf during the changes. 

DC Section 
The member incurs a total expense ratio (“TER”) ranging from 0.100% p.a. to 0.300% p.a. of the sum invested, depending on 

the fund(s) in which they are invested. As a reference, this is significantly lower than the maximum allowed of 0.750% p.a. for 

a default fund used for auto-enrolment purposes.  

                                                      
2 The fund providers as at 31 March 2019 are: Legal & General Assurance (Pensions Management) Limited, The Prudential 
Assurance Company Limited and The Equitable Life Assurance Society. 
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The table below sets out information on charges and transaction costs for the funds available to members during the Scheme 

year. Members invested in the default or alternative lifestyle option may be invested in a combination of these funds; each 

member’s annual benefit statement will set out how much they have invested in each fund. 

LGIM Fund TER (% p.a.) 
Transaction costs  
(ongoing) % p.a.3 

Transaction costs  
(incurred in implementing 

strategy changes) % 

Global Equity Fixed Weight (50:50) Index1 0.165 -0.001 -0.084 

UK Equity Index1 0.100 -0.011 not applicable 

AAA-AA-A Corporate Bond All Stocks Index1 0.150 -0.040 -0.330 

Over 5 Year Index-Linked Gilt Index1 0.100 0.045 0.000 

Cash1 0.125 0.004 0.000 

World Equity Index1, 2 0.200 -0.007 0.027 

World Equity Index – GBP Hedged1, 2 0.223 0.071 0.031 

Multi-Asset Fund2 0.250 0.014 not applicable 

Ethical Global Equity Index2 0.300 0.006 not applicable 

Source: LGIM 

1 Fund used in the lifestyle profiles during the Scheme year. 
2 Fund introduced in September 2018 during implementation of strategy changes. 
3 Ongoing transaction costs for the 12 months to 31 March 2019 are not available as at the date of this statement. The Trustee expects to 

receive this information from LGIM by the end of July 2019. Ongoing transaction costs for the 12 months to 31 December 2018 (latest 12 

month period available) have been shown for the purposes of this statement. 

AVC arrangement 
The member incurs a total expense ratio (“TER”) ranging from nil to 1.45% p.a. of the sum invested, depending on the fund(s) 

in which they are invested. 

The two lifestyle profiles available to DC Section members (targeting cash and annuity purchase at retirement respectively) are 

also available to AVC members. 

Total expense ratios for the additional funds available to AVC members during the Scheme year are set out in the tables below: 

LGIM Fund TER (% p.a.) 
Transaction costs  
(ongoing) % p.a.1 

Transaction costs  
(incurred in implementing 

strategy changes) % 

UK Equity Index 0.100 -0.011 0.129 

AAA-AA-A Corporate Bond All Stocks Index 0.150 -0.040 0.329 

Over 5 Year Index-Linked Gilt Index 0.100 0.045 0.000 

World Equity Index 0.200 -0.007 0.015 

Multi-Asset Fund 0.250 0.014 0.230 

Over 15 Year Gilts Index 0.100 -0.018 0.000 

All Stocks Gilts Index 0.100 0.026 0.000 

Pre-Retirement Fund 0.150 0.015 0.025 

Ethical Global Equity Index 0.300 0.006 0.000 

Source: LGIM. All funds shown in the table above were introduced in September 2018 during implementation of strategy changes. 

1 Ongoing transaction costs for the 12 months to 31 March 2019 are not available as at the date of this statement. The Trustee expects to 

receive this information from LGIM by the end of July 2019. Ongoing transaction costs for the 12 months to 31 December 2018 (latest 12 

month period available) have been shown for the purposes of this statement.  
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Prudential Fund TER (% p.a.) 

Transaction costs  
(ongoing) % p.a. 

Transaction costs  
(incurred in implementing 

strategy changes) % 

UK Property3 1.45 0.26 not applicable 

Deposit2 no explicit charges 0.00 not applicable 

UK Equity Passive1, 3 0.65 0.31 0.09 

UK Equity1, 3 0.75 -0.04 0.22 

North American Equity Passive1, 3 0.85 -0.01 0.07 

International Equity1, 3 0.75 0.08 -0.19 

Global Equity1, 3 0.75 -0.04 0.35 

Ethical1, 3 0.75 -0.03 -0.54 

All Stocks Corporate Bond1, 3 0.75 -0.10 0.35 

Fixed Interest1, 3 0.75 -0.10 0.03 

Long Term Gilt Passive1, 3 0.65 -0.13 0.05 

Long Term Bond1, 3 0.65 0.12 -0.30 

Index-Linked1, 3 0.75 0.08 0.10 

Discretionary1, 3 0.75 -0.07 0.53 

Long Term Growth Passive1, 3 0.65 -0.19 0.16 

With Profits Cash Accumulation 1.00 0.05 not applicable 

Source: Prudential. Ongoing transaction costs for the 12 months to 31 March 2019 are not available as at the date of this statement. The 

Trustee is engaging with Prudential regarding the provision of transaction costs for the 12 months to 31 March 2019 and expects to receive 

this information from July 2019. Ongoing transaction costs for the most recently-available 12 month period have been shown for the purposes 

of this statement. 

1 Scheme assets transferred to the new LGIM fund range in September 2018 during implementation of strategy changes. 
2 Ongoing transaction costs for the 12 months to 31 December 2018 (latest 12 month period available) have been shown for the purposes of 

this statement. 
3 Ongoing transaction costs for the 12 months to 30 June 2018 (latest 12 month period available) have been shown for the purposes of this 

statement. 

 

Equitable Life Fund TER (% p.a.) 
Transaction costs  
(ongoing) % p.a. 

Transaction costs  
(incurred in implementing 

strategy changes) % 

UK FTSE All Share Tracker1 0.50 0.030 0.00 

Managed1 0.75 0.083 0.00 

With Profits2 1.00 0.045 n/a 

Source: Equitable Life. Ongoing transaction costs for the 12 months to 31 March 2019 are not available as at the date of this statement. The 

Trustee is engaging with Equitable Life regarding the provision of transaction costs for the 12 months to 31 March 2019 and expects to receive 

this information in July 2019. Ongoing transaction costs for the 12 months to 31 December 2018 (the most recently-available 12 month period) 

have been shown for the purposes of this statement. 

1 Scheme assets transferred to the new LGIM fund range in September 2018 during implementation of strategy changes. 
2 Subject to approval by the High Court and by a policyholder vote later in 2019, it is proposed that Equitable Life’s With Profits policies will 

be transferred to a new provider, Utmost Life and Pensions (“Utmost”), in January 2020. If this change goes ahead, it is expected that the 

value of members’ With Profits investments will be uplifted and any investment guarantees will be removed. The With Profits investments 

will also be converted to unit-linked investments. 

The Trustee will review the investments again following the completion of this process. 

Baillie Gifford Fund TER (% p.a.) 

Transaction costs  
(ongoing) % p.a. 

Transaction costs  
(incurred in implementing 

strategy changes) % 

Balanced Managed1, 2 0.43 -0.06 -0.20 

Source: Baillie Gifford. Ongoing transaction costs shown for the 12 months to 31 March 2019. 

1 Scheme assets were transferred to the new LGIM fund range in September 2018 during implementation of strategy changes. 
2 Scheme assets were held in respect of other legacy benefits that are now secured by defined contribution investments. 
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Aegon BlackRock Fund TER (% p.a.) 

Transaction costs  
(ongoing) % p.a. 

Transaction costs  
(incurred in implementing 

strategy changes) % 

Balanced Growth1, 2 0.91 0.18 0.20 

Pre-Retirement1, 2 0.50 0.00 -0.17 

Source: Scottish Equitable. Ongoing transaction costs for the 12 months to 31 March 2019 are not available as at the date of this statement. 

The Trustee is engaging with Scottish Equitable regarding the provision of transaction costs for the 12 months to 31 March 2019 and expects to 

receive this information in July 2019. Ongoing transaction costs for the 12 months to 31 December 2018 (the most recently-available 12 month 

period) have been shown for the purposes of this statement. 

1 Scheme assets were transferred to the new LGIM fund range in September 2018 during implementation of strategy changes. 
2 Scheme assets were held in respect of other legacy benefits that are now secured by defined contribution investments. 

Projected impact of costs and charges 
Below is an illustrative example of the cumulative effect over time of the member-borne charges and costs on the value of a 

member’s money purchase savings. This considers the impact of the total expense ratio and ongoing frictional transaction costs 

(set out in the tables above) across the Scheme’s fund range available to members as at 31 March 2019. It assumes a starting 

pot size of £10,000 with no further contributions, given the DC Section is closed to future contributions. The assumptions are 

detailed in the notes after the tables.  

 
Projected pension pot, in today’s terms 

Years 

Default  
Lifestyle 

LGIM Global Equity Fixed 
Weight (50:50) Index 

Fund 
LGIM UK Equity  

Index Fund 

LGIM AAA-AA-A Corporate 
Bond All Stocks Index 

Fund 
LGIM Over 5 Year Index-
Linked Gilt Index Fund 

 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

1 £10,200 £10,200 £10,200 £10,200 £10,200 £10,200 £10,000 £10,000 £9,900 £9,900 

3 £10,600 £10,500 £10,600 £10,600 £10,600 £10,600 £9,900 £9,900 £9,700 £9,700 

5 £11,000 £10,900 £11,000 £10,900 £11,000 £11,000 £9,900 £9,800 £9,500 £9,400 

10 £12,200 £11,900 £12,200 £12,000 £12,200 £12,000 £9,700 £9,600 £9,100 £8,900 

15 £13,300 £12,900 £13,400 £13,100 £13,400 £13,200 £9,600 £9,400 £8,600 £8,400 

20 £14,400 £13,800 £14,700 £14,300 £14,700 £14,500 £9,400 £9,200 £8,200 £8,000 

25 £15,300 £14,500 £16,200 £15,600 £16,200 £15,900 £9,300 £9,000 £7,800 £7,500 

30 £15,500 £14,500 £17,900 £17,000 £17,900 £17,400 £9,200 £8,900 £7,400 £7,100 

33 £15,200 £14,100 £19,000 £18,000 £19,000 £18,400 £9,100 £8,800 £7,200 £6,900 

 
Projected pension pot, in today’s terms 

Years 
LGIM Cash  

Fund 
LGIM World Equity  

Index Fund 
LGIM World Equity Index 

Fund – GBP Hedged 
LGIM Multi-Asset  

Fund 
LGIM Ethical Global  
Equity Index Fund 

 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

1 £9,900 £9,900 £10,200 £10,200 £10,200 £10,200 £10,100 £10,100 £10,200 £10,200 

3 £9,700 £9,700 £10,600 £10,600 £10,600 £10,500 £10,300 £10,300 £10,600 £10,500 

5 £9,500 £9,500 £11,000 £10,900 £11,000 £10,900 £10,600 £10,400 £11,000 £10,900 

10 £9,100 £8,900 £12,200 £11,900 £12,200 £11,800 £11,200 £10,900 £12,200 £11,800 

15 £8,600 £8,500 £13,400 £13,000 £13,400 £12,800 £11,800 £11,400 £13,400 £12,800 

20 £8,200 £8,000 £14,700 £14,200 £14,700 £13,900 £12,500 £11,900 £14,700 £13,900 

25 £7,800 £7,600 £16,200 £15,500 £16,200 £15,100 £13,200 £12,400 £16,200 £15,000 

30 £7,400 £7,200 £17,900 £16,900 £17,900 £16,400 £14,000 £12,900 £17,900 £16,300 

33 £7,200 £6,900 £19,000 £17,800 £19,000 £17,200 £14,500 £13,300 £19,000 £17,100 
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Projected pension pot, in today’s terms 

Years 

LGIM Over 15 Year  
Gilts Index Fund 

LGIM All Stocks Gilts  
Index Fund 

LGIM Pre-Retirement  
Fund 

Prudential UK  
Property Fund 

Prudential Deposit  
Fund 

 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

Gross  
of all 

charges 

After all 
charges  

and costs 
deducted 

1 £9,900 £9,900 £9,900 £9,900 £9,900 £9,900 £10,200 £10,000 £9,900 £9,900 

3 £9,700 £9,700 £9,700 £9,700 £9,900 £9,800 £10,600 £10,100 £9,700 £9,700 

5 £9,500 £9,500 £9,500 £9,500 £9,800 £9,700 £11,000 £10,100 £9,500 £9,500 

10 £9,100 £9,000 £9,100 £8,900 £9,500 £9,400 £12,200 £10,200 £9,100 £9,100 

15 £8,600 £8,500 £8,600 £8,500 £9,300 £9,100 £13,400 £10,300 £8,600 £8,600 

20 £8,200 £8,100 £8,200 £8,000 £9,100 £8,800 £14,700 £10,400 £8,200 £8,200 

25 £7,800 £7,700 £7,800 £7,600 £8,800 £8,500 £16,200 £10,500 £7,800 £7,800 

30 £7,400 £7,300 £7,400 £7,200 £8,600 £8,200 £17,900 £10,600 £7,400 £7,400 

33 £7,200 £7,000 £7,200 £6,900 £8,500 £8,100 £19,000 £10,700 £7,200 £7,200 

 
Projected pension pot, in today’s terms 

Years Prudential With Profits Cash Accumulation Fund Equitable Life With Profits Fund 

 

Gross of all 
charges 

After all charges  
and costs deducted 

Gross of all 
charges 

After all charges  
and costs deducted 

1 £10,100 £10,000 £9,900 £9,800 

3 £10,300 £10,000 £9,700 £9,400 

5 £10,600 £10,000 £9,600 £9,100 

10 £11,100 £10,000 £9,100 £8,200 

15 £11,700 £10,000 £8,800 £7,500 

20 £12,400 £10,000 £8,400 £6,800 

25 £13,100 £10,000 £8,000 £6,200 

30 £13,800 £10,000 £7,700 £5,600 

33 £14,200 £10,000 £7,500 £5,300 

Notes: 

1. Values shown are estimates and are not guaranteed; 

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

3. Assumes inflation of 2.5% per annum; 

4. Assumes charges in future years are equal to charges today, and frictional transaction costs in the future are the same as those over year to 

31 March 2019 or the latest available 12-month period; 

5. For the default strategy, assumes a member is aged 32 years old now. This corresponds to the youngest member enrolled into the  

DC Section. 

6. Projections are shown at terms up to 33 years, when a member who is 32 years old now would reach the Scheme’s Normal Retirement  

Age of 65. 

7. The projected impact of costs and charges for the Prudential With-Profits Cash Accumulation and the Equitable Life With-Profits funds have 

been shown based on the underlying asset allocations of the funds. In practice, charges and transaction costs are deducted from the overall 

fund before bonus rates are set for policyholders, and bonus rates are not directly linked to underlying asset returns each year. 
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The projected growth rates used are based on the Scheme’s 2019 Statutory Money Purchase Illustrations, as advised by the 

Scheme Actuary and are set out below: 

Fund 

Nominal accumulation rate per annum 

(gross of charges) 

LGIM Global Equity Fixed Weight (50:50) Index 4.50% 

LGIM UK Equity Index 4.50% 

LGIM AAA-AA-A Corporate Bond All Stocks Index 2.20% 

LGIM Over 5 Year Index-Linked Gilt Index 1.50% 

LGIM Cash 1.50% 

LGIM World Equity Index 4.50% 

LGIM World Equity Index – GBP Hedged 4.50% 

LGIM Multi-Asset Fund 3.65% 

LGIM Ethical Global Equity Index 4.50% 

LGIM Over 15 Year Gilts Index 1.50% 

LGIM All Stocks Gilts Index 1.50% 

LGIM Pre-Retirement Fund 2.00% 

Prudential UK Property Fund 4.50% 

Prudential Deposit Fund 1.50% 

Prudential With Profits Cash Accumulation 3.60% 

Equitable Life With Profits 1.60% 

Source: XPS Pensions Group 

The above illustration has been prepared with regard to the Department for Work and Pensions’ guidance (“Reporting  

of costs, charges and other information: guidance for trustees and managers of relevant occupational schemes”),  

published in September 2018. 

Value for members 
The Company is responsible for paying all the administration costs associated with the DC Section, and in respect of the LGIM 

funds within the AVC arrangement. In addition, the Trustee contracted to pay an annual fee to Legal & General Assurance 

(Pensions Management) Limited, the fund provider, should total invested funds fall below a threshold value. To date the total 

funds invested exceed the threshold and no such fee has been payable. As an indication of the benefit, our Investment Advisor 

estimates that the administration services paid for by the company would cost members invested with Legal & General an 

annual charge of 0.2% to 0.25% if administration services were supplied by a fund provider and deducted from members’ funds. 

With the AVC arrangement, ongoing member charges for the Prudential and Equitable Life funds include some administration 

services, for example member record-keeping and provision of an annual benefit statement.  

Total expense ratios 

The Trustee most recently reviewed the total expense ratios as part of a formal review of the DC Section and AVC arrangement 

during the first half of 2018, and also as part of a formal ‘value for members’ assessment covering the Scheme year. 

Within the DC Section, the average total expense ratio throughout the default arrangement range is lower than the average 

member charge for similar-sized trust-based DC arrangements, published by the Department for Work & Pensions in its latest 

survey of DC charges3.  

Within the AVC arrangement, the fund range changes implemented during 2018 have brought total expense ratios down to 

levels comparable with the DC Section. The AVC funds retained from the previous fund range (aside from the Prudential 

Deposit Fund, which has no explicit member charge) have higher member charges than the passive LGIM funds in the 

consolidated range. This is in part due to them being actively managed and including administration services as well as 

investment management. Overall, compared with similar options available in the wider DC fund market, the Trustee is 

comfortable these options represent reasonable value for members.  

The Trustee is satisfied that this charging structure is appropriate for members and represents good value for money, taking 

account of the size of the Scheme funds and the fact that there will be no future contributions to increase the fund size.  

                                                      
3 Source: Department for Work & Pensions: “Pension Charges Survey 2016: Charges in defined contribution pension schemes”, 

published October 2017 
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Transaction costs 

LGIM funds 

All the LGIM funds (except for the Cash fund) are passively managed with the aim of tracking their respective benchmark 

indices before the deduction of their total expense ratio, but after the deduction of transaction costs. The Trustee regularly 

monitors performance of the funds against their objectives and is satisfied the objectives have been met over the Scheme 

year, after the deduction of transaction costs. 

The transaction costs over the year for the Cash fund are almost negligible in absolute terms, and are relatively low as a 

proportion of the total expense ratio (compared to the other funds offered). This, combined with the fact the fund has had a 

positive return net of member charges over the past five years (in a low interest rate environment where some cash funds 

across the industry have produced negative returns after the deduction of member charges), has led the Trustee to conclude 

the overall costs and charges applicable to the Cash fund (including transaction costs) are appropriate.  

The Trustee is satisfied that the transaction costs incurred over the Scheme year for each of the available funds are acceptable 

in the context of the funds’ objectives. 

Non-LGIM Funds 

For the Prudential and Equitable Life funds present in the Scheme as at 31 March 2019, the Trustee is comfortable the 

transaction costs incurred by the managers are reasonable in the context of overall fund performance. All the non-LGIM funds 

have been replaced by LGIM funds, with the exception of the UK Property, Deposit and With Profits funds with Prudential and 

the With Profits fund with Equitable Life. For the funds retained, the Trustee is satisfied that the transaction costs incurred 

over the Scheme year for each of the available funds are acceptable in the context of the funds’ objectives.  

For those funds removed from the fund range in the Scheme year, some of the disclosed transaction costs are relatively high 

compared to similar passively managed options with LGIM. Equally, some of the negative transaction costs (i.e. gains) disclosed 

are relatively high compared to the LGIM funds. Overall, the relatively high ongoing charges for these funds were the dominant 

factor leading to their replacement. 

Conclusion 

Overall, the Trustee is satisfied value for members is present in the Scheme. In making this determination, the Trustee has 

carried out a formal value for members assessment which considered not just the cost to members (see above) but also the 

quality of the offering and services provided to members. The Trustee believes good value is demonstrated through: 

 A default investment strategy designed to take account of member needs, and to control risk as members approach 

retirement and the need for protection increases; 

 Fund performance broadly in line with objectives over the time periods assessed as at 31 March 2019; 

 A robust governance and monitoring process; 

 The Company paying for member administration costs associated with the DC Section and the LGIM funds within the AVC 

arrangement, as opposed to this being borne by members;  

 Reasonable ongoing member charges, in the context of the total asset size of the Scheme and the fact it is closed to further 

contributions. 

The Trustee will carry out its next formal value for members assessment next year, in respect of the 12 month period to 31 

March 2020. 
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Overall Conclusion 
As Trustee of the Scheme, we have reviewed our systems, processes and controls across key governance functions and 

considered the Pensions Regulator’s recommendations for defined contribution schemes. Our assessment is that our systems, 

processes and controls are appropriate to the Scheme and are also consistent with the requirements and recommendations for 

governance set out in the Pensions Regulator’s: 

 Code of practice 13: Governance and administration of occupational defined contribution trust-based schemes  

(the ‘DC Code’) 

 Regulatory guidance for defined contribution schemes. 

Based on our assessment and for the reasons set out earlier in this statement, we believe that we have met the standards of 

practice set out in the DC code and applicable DC regulatory guidance. 

The Statement regarding DC governance was approved by the Trustee and signed on its behalf by: 

 

 
 

Kathleen O’Donovan 

Chair of the Board  

10 July 2019



 

 

 


