
THE CHAIR’S STATEMENT REGARDING DC GOVERNANCE: 

1 JANUARY 2020 – 31 DECEMBER 2020 

This statement is produced pursuant to Regulation 23 of the Occupational Pension Schemes (Scheme Administration) 

Regulations 1996, as amended by subsequent legislation. It explains how the Prysmian Pension Scheme DC Section (“the 

Scheme”) is meeting the governance standards that apply to occupational pension schemes that provide money purchase 

benefits (i.e. Defined Contribution schemes – DC). 

The Trustees have set up processes to publish this statement along with the Statement of Investment Principles online at 

the following URL: https://uk.prysmiangroup.com/node/19698 and will notify members about this in their annual benefit 

statements 

Default arrangement 

Members of the Scheme who do not make an explicit choice regarding the investment of their funds will be invested in the 

default strategy arrangement chosen by the Trustees with the advice of their Investment Consultant. The Scheme’s assets 

are held on an investment platform provided by Mobius Life Limited. 

The objective of the default lifestyle strategy is to provide investment growth by investing in return seeking assets in a 

diversified portfolio with a moderate risk profile. When members are more than 5 and a half years from their selected 

retirement age their assets will be fully invested in the Diversified Growth Fund, which itself invests entirely in the Columbia 

Threadneedle Multi-Asset Fund. Assets are then gradually switched over five years into the Cash Fund (which invests 

entirely in the L&G Sterling Liquidity Fund), starting five years and six months before a member’s selected retirement date. 

When members reach their selected retirement age they will have 25% of their assets in the Cash Fund and 75% in the 

Diversified Growth Fund. This strategy can be illustrated using the following graph: 

 

The Columbia Threadneedle Multi Asset Fund is an actively managed diversified growth fund (DGF) which aims to achieve 

investment returns of the Bank of England base rate plus 4.0% p.a. over a rolling three-year period. The Legal & General 

Sterling Liquidity Fund is an actively managed fund that invests primarily in cash and aims to achieve returns in line with 

the 7 day LIBID rate. These funds, as well as the funds available for members to self-select, are packaged into “white 

labelled” funds (i.e. Diversified Growth Fund and Cash Fund). This makes it easier for members to understand the 

difference between the different funds and also reduces the governance burden on the Trustees should they decide to 

change one of the underlying fund managers. 

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

excessive risk taking. The strategy is tailored towards members who will withdraw their 25% tax-free cash at retirement 

and opt to flexibly access the remainder of their savings through an income drawdown arrangement. The Trustees consider 

this approach to be in the best interests of members and relevant beneficiaries. 

https://uk.prysmiangroup.com/node/19698


During the period covered by this statement there have been no significant changes to the Scheme’s investment strategy. 

The Trustees last received formal advice pertaining to the default strategy from their investment consultant on 12 March 

2015, with changes being implemented in February 2016. The Trustees regularly monitor the performance of the default 

and discuss the strategy with their investment consultant to ensure it remains appropriate for the Scheme; the most recent 

of such conversations took place at the Trustee meeting of 7 July 2020 and it was concluded that the current strategy 

remained appropriate. This conclusion was reached because the demographics of the Scheme have remained broadly 

unchanged since the previous review and the Trustees have been happy with the performance of the fund range during 

this time. The default arrangement is described in further detail in the Scheme’s Statement of Investment Principles (SIP) 

which was reviewed and updated by the Trustees in September 2020 and a copy of which is submitted alongside this 

governance statement. 

The Trustees continually monitor the performance of the Scheme’s investments throughout the year and receive regular 

performance reports from the platform provider. The Trustees are happy with the performance over the period covered by 

this statement and believe the Scheme’s investment strategy remains on track to meet its aims and objectives. 

The investment strategy and the SIP will be reviewed a minimum of every three years or as soon as any significant 

developments in investment policy or member demographics take place. 

Processing Scheme transactions 

The Trustees have a specific duty to ensure that core financial transactions relating to the DC section are processed 

promptly and accurately. These include the investment of contributions, transfer of member assets into and out of the 

Scheme, switches between different investments within the Scheme and payments to and in respect of members. 

These transactions are undertaken on the Trustees’ behalf by the Scheme administrator, Mercer, and the platform provider 

Mobius Life Ltd. The Trustees periodically review the processes and controls implemented by those organisations, and 

consider them to be suitably designed to achieve these objectives. The Trustees have a service level agreement (SLA) in 

place with the Scheme administrator which covers the accuracy and timeliness of all core transactions and receive regular 

reports to monitor the performance against those service levels. The processes adopted by the Scheme administrator to 

help meet the SLA include dynamic checklists, a central financial control team separate to the admin team, daily monitoring 

of bank accounts and authoriser and releaser process for investment and bank transactions. During the period covered by 

this statement, 93% of work was completed within the agreed service levels. There were no issues relating to the 

processing of Scheme transactions. We continue to monitor performance against the SLA on a regular basis and receive 

an annual Assurance Report on Internal Controls (AAF 01/06) from Mercer. 

In light of the above, the Trustees consider that the requirements for processing core financial transactions specified in the 

Administration Regulations (The Occupational Pension Schemes (Scheme Administration) Regulations 1996) have been 

met. 

Charges and transaction costs – default arrangement and additional funds 

The law requires the Trustees to disclose the charges and transactions costs borne by DC scheme members and to assess 

the extent to which those charges and costs represent good value for money for members. These transaction costs are 

not limited to the ongoing charges on member funds, but should also include trading costs incurred within such funds. We 

have taken account of statutory guidance when preparing this section of the report. 

Transaction costs have been provided by Mobius Life and they are calculated using slippage methodology. That is, the 

transaction costs represent the difference between the expected trading price of a security within a fund and the price at 

which the trade is actually executed at (as typically a trade is executed a few working days after an order is placed). 

Therefore, in a buy order, for example, if the execution price is less than the expected price, a transaction cost may be 

negative. 

Details of the Total Expense Ratios (TERs) payable for each fund as well as the transaction costs within the default 

arrangement are as follows: 

Fund TER (%) Transaction Cost (%) 

Diversified Growth Fund  0.430 0.298 

Cash Fund 0.125 -0.150 



Source: Mobius Life. Transaction costs shown cover the period 1 January 2020 to 31 December 2020. 

This is lower than the maximum TER allowed of 0.75% for default arrangements. 

The Trustees also make available a range of funds which may be chosen by members as an alternative to the default 

arrangement. These funds allow members to take a more tailored approach to managing their own pension investments 

and attract annual charges and transaction costs as follows: 

Fund TER (%) Transaction Cost (%) 

Diversified Growth Fund 0.430 0.298 

Cash Fund 0.125 -0.150 

High Growth Fund 0.160 0.042 

Growth Fund 0.161 0.036 

Moderate Growth Fund 0.147 0.033 

Defensive Fund 0.127 0.022 

Source: Mobius Life. Transaction costs shown cover the period 1 January 2020 to 31 December 2020. 

We are comfortable that the costs for the default arrangement and self-select funds are reasonable both in terms of the 

outcomes the funds are targeting and the fees in the wider market applicable to similar investment strategies. The 

Trustees’ assessment of value for members is discussed later in this statement. 

Additional Voluntary Contributions (AVCs) 

The Trustees also make available a facility to members to pay in additional contributions to boost Defined Benefit section 

benefits. The AVC arrangements are reviewed at the same time as the review of the main Scheme benefits. The facility is 

provided via Clerical Medical and below are the available funds together with associated fees: 

Fund AMC (% p.a.) Transaction Cost (% p.a.) 

Clerical Medical Balanced Pension Fund 0.50% 0.41% 

Clerical Medical With-Profits Fund 0.50% 0.24% 

Clerical Medical Cash Pension Fund 0.50% 0.01% 

Clerical Medical Halifax Pension Fund 0.50% 0.00% 

Source: Lloyds Banking Group. Transaction Costs shown are for the period 01/01/2020 to 31/12/2020.TERs were not available at the time 

of reporting. 

Cumulative effect of charges 

Using the charges and transaction cost data provided by Mobius, and in accordance with regulation 23(1)(ca) of the 

Administration Regulations, the Trustees have prepared illustrations detailing the impact of the costs and charges typically 

paid by a member of the Scheme on their retirement savings pot. The statutory guidance has been considered when 

providing these examples. 

In order to represent the range of funds available to members, we are required to show the effect on a member’s savings 

of investment in the following (with the DC section’s relevant funds/strategies listed in brackets): 

- The fund or strategy with the most members invested (the default strategy) 

- The most expensive fund (Clerical Medical Balanced Pension Fund) 

- The least expensive fund (Cash Fund) 

- The fund with the highest expected return (High Growth Fund) 

- The fund with the lowest expected return (Cash Fund) 

The compounding effect of charges on an active member’s fund can be illustrated as follows:  

 



Illustrations for an “Average” member 

 Default Strategy 

(the most popular 

option) 

High Growth Fund 

(highest expected 

return fund) 

Cash Fund 

(cheapest and lowest 

expected return fund) 

Clerical Medical 

Balanced Pension 

Fund (AVCs) 

(most expensive 

fund) 

Years from 

now 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and 

costs 

deducted 

1 £28,628 £28,435 £28,699 £28,646 £27,463 £27,429 £28,636 £28,415 

3 £37,919 £37,233 £38,175 £37,984 £33,879 £33,766 £37,945 £37,161 

5 £47,728 £46,397 £48,233 £47,859 £40,072 £39,868 £47,780 £46,258 

10 £74,712 £71,009 £76,167 £75,104 £54,631 £54,150 £74,861 £70,631 

15 £103,453 £96,508 £108,591 £106,436 £67,961 £67,145 £105,923 £97,524 

16 (retirement) £108,911 £101,306 £115,676 £113,245 £70,488 £69,600 £112,663 £103,227 

Illustrations for a “Young” member 

 Default Strategy 

(the most popular 

option) 

High Growth Fund 

(highest expected 

return fund) 

Cash Fund 

(cheapest and 

lowest expected 

return fund) 

Clerical Medical 

Balanced Pension 

Fund (AVCs) 

(most expensive 

fund) 

Years from 

now 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and costs 

deducted 

Before 

Charges 

After 

Charges 

and 

costs 

deducted 

1 £8,115 £8,060 £8,132 £8,117 £7,839 £7,829 £8,117 £8,054 

3 £15,393 £15,152 £15,474 £15,407 £14,104 £14,064 £15,401 £15,125 

5 £23,077 £22,538 £23,268 £23,117 £20,153 £20,067 £23,097 £22,480 

10 £44,217 £42,376 £44,912 £44,386 £34,371 £34,120 £44,288 £42,185 

15 £68,431 £64,343 £70,036 £68,847 £47,389 £46,905 £68,594 £63,928 

20 £96,165 £88,667 £99,199 £96,978 £59,307 £58,537 £96,473 £87,919 

25 £127,934 £115,600 £133,050 £129,329 £70,217 £69,120 £128,450 £114,390 

30 £164,322 £145,423 £172,344 £166,534 £80,206 £78,748 £165,128 £143,599 

35 £203,358 £176,452 £217,956 £209,321 £89,351 £87,507 £207,197 £175,829 

37 (retirement) £217,251 £187,337 £238,192 £228,182 £92,789 £90,786 £225,708 £189,635 



 

Assumptions 

The above illustrations have been produced for an “average” member and a “young” member of the Scheme based on 

the Scheme’s active membership data. The “Default Strategy” illustration assumes the member’s asset allocation remains 

fully invested in the current default strategy. The individual fund illustrations assume 100% of the member’s assets are 

invested in that fund up to the Scheme retirement age. The results are presented in real terms, i.e. in today’s money, to 

help members have a better understanding of what their pension pot could buy in today’s terms, should they invest in the 

funds above as shown.  

Age 

 “Average” member 

 “Young” member 

 

49 (the average age of the Scheme’s membership) 

28 (the average age of the youngest 10% of members) 

Scheme Retirement Age 65 

Starting Pot Size 

 “Average” member 

 “Young” member 

 

£24,169 (the median pot size of the Scheme’s membership) 

£4,622 (the median pot size for the youngest 10% of members) 

Starting Salary 

 “Average” member 

 “Young” member 

 

£31,225 (the median salary of the Scheme’s membership) 

£27,704 (the median salary for the youngest 10% of members) 

Inflation 2.5% p.a. 

Rate of Salary Growth 2.5% p.a. 

Employer annual contributions 

 “Average” member 

 “Young” member 

 

8% p.a. (the median rate for the Scheme’s membership) 

8% p.a. (the median rate for the youngest 10% of members) 

Employee annual contributions 

 “Average” member 

 “Young” member 

 

4% p.a. (the median rate for the Scheme’s membership) 

4% p.a. (the median rate for the youngest 10% of members) 

Expected future nominal returns on investment: 

 Default Strategy 

o Diversified Growth Fund 

o Cash Fund 

 High Growth Fund 

 Cash Fund 

 Clerical Medical Balanced Pension Fund 

 

 

2.5% above inflation 

1.75% below inflation 

3.0% above inflation 

1.75% below inflation 

2.5% above inflation 

Value for members 

The Trustees monitor value for members on an ongoing basis and have a good understanding of the membership 

demographics of the Scheme and what good member outcomes should look like for the Scheme’s members in aggregate. 

Whether something represents “good value” is not capable of being precisely defined, but for these purposes, the Trustees 

consider that charges and transaction costs may be viewed as representing “good value” for members where the 



combination of costs and the quality of what is provided in return for those costs is appropriate for the Scheme membership 

as a whole, when compared to other options available in the market. 

We understand that value for money does not necessarily mean selecting the cheapest offer and in our ongoing reviews 

of value for money we consider many factors including quality of customer service, member communications and support, 

the efficiency of administration services, the robustness of scheme governance, fund management and performance of 

the funds.  

All of the funds used by the Scheme are approved by our investment advisors as having good prospects of achieving their 

objectives, and the performance of funds is reviewed and discussed at least quarterly. The Trustees also take into account 

forward looking considerations such as market outlook and the advisor’s expectations of manager performance.  The same 

applies with the efficiency of administration services, which are also discussed quarterly. With this in mind, the Trustees 

have assessed the fees disclosed above and are satisfied that they have negotiated a good deal for members and that the 

stated explicit charges for the Scheme’s funds represent good value for money in the context of the outcomes targeted by 

such funds and the current market rates for similar investments levied on members of schemes with a similar membership 

profile. 

Bearing all this in mind, the Trustees carried out a formal Value for Members assessment in September 2020. The 

assessment considered the Scheme’s management & governance, scheme design, investments, administration, member 

communications and costs, with each areas assigned a Red, Amber or Green rating. The assessment concluded that all 

areas considered were rated Green and therefore the Trustees concluded that overall the Scheme is offering good value 

to members. The Trustees will continue to assess value for members on an annual basis. 

Trustees’ knowledge and understanding 

Sections 247 and 248 of the Pensions Act 2004 set out the requirement for 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 Codes of Practice 07 and 13.  

The Trustees have put in place arrangements for ensuring that they take personal responsibility for keeping up-to-date 

with relevant developments. All of the existing Trustees have completed the Pension Regulator’s Trustee Toolkit and new 

Trustees are required to complete this in its entirety within six months of taking up office. Over the last year, the Trustees 

have received investments training from Threadneedle on 7 July 2020 and training on Death in Service Benefits on 11 

December 2020. In addition, the Trustees receive advice from professional advisors, and the relevant skills and experience 

of those advisors is a key criterion when evaluating advisor performance or selecting new advisors. Given the extent of the 

training above, the Trustees are comfortable they have demonstrated sufficient knowledge of the law relating to pension 

schemes and trusts and the principles relating to the funding and investment of pension schemes. 

All the Trustees are also required to familiarise themselves with the Scheme’s trust deed, rules and governing documents. 

During the year, the Trustees have demonstrated a working knowledge of the trust deed & rules by exercising their 

discretion on individual cases such as death cases and by ensuring benefits to members are paid in line with the Scheme 

rules. 

The Trustees reviewed and updated the Statement of Investment Principles (SIP) in September 2020 and were required 

to demonstrate a working knowledge of the SIP when the Scheme’s investment strategy was reviewed with the Investment 

Consultant. The Trustees therefore believe they have demonstrated a working knowledge of the SIP over the period 

covered by this statement. 

The Trustees also feel they have demonstrated a working knowledge of all other documents setting out their current 

policies. For example, the Trustees review their Business Plan and Risk Register at each Trustee meeting. 

Considering all the points raised above, and taking account of actions taken individually and as a Trustee body and the 

professional advice available to us, the Trustees consider that they are enabled properly to exercise their functions as 

Trustees of the Scheme. 

In addition, we believe that knowledge and understanding should also be extended to awareness of member demographics 

and member behaviour otherwise trustees cannot be certain that a scheme remains fit for purpose.  

The Chair’s statement regarding DC governance was approved by the Trustees and signed on their behalf by: 



 

Doug Gracias 

Chair of the Trustees 

Date: 29 June 2021 


