The Family Action Pension Scheme (‘the Scheme’)
Defined Contribution (DC) Section
DC Chair’s Statement
Introduction and Background
In March 2015, the Department for Work and Pensions set out new rules for the governance of Defined
Contribution (DC) pension schemes. Trustees are required to produce an annual statement, signed by
the Chair, setting out how they believe they have met with required governance standards. This
statement covers the twelve month period ending 31 December 2019.
This statement has been produced by Independent Trustee Services Limited (“ITS”), in its capacity as
Trustee of The Family Action Pension Scheme (‘the Scheme’).
I hereby confirm that I, Helen Frisby, on behalf of ITS, have been appointed as Chair of the Trustee for
the purpose of completing this statement and I am authorised to sign this statement on behalf the
Trustee.
This statement is produced in accordance with Regulation 23 of the Occupational Pension Schemes
(Scheme Administration) Regulations 1996, as amended (the Regulations). The statement covers only
the part of the Scheme to which the relevant legislative requirements apply - namely the DC Section. It
does not cover any other part of the Scheme, other than where stated.
In accordance with the Regulations, this statement describes how the Trustee believes it has met the
statutory governance standards in relation to the Scheme’s DC Section, covering the requirements for:
1. A default investment strategy
2. Processing core financial transactions
3. Calculating member borne charges and transaction costs paid by members
4. Trustee ‘knowledge and understanding’
The statement also contains a ‘Value for Members’ assessment - an assessment of how the Scheme’s
DC Section, including member borne charges and transaction costs in respect of the default investment
strategy and the Scheme generally, represent value for members.
The DC Section is closed to new members and therefore ongoing contributions. Contribution to the
DC Section ended in 2015. At the time of producing this statement, the DC Section comprises two
deferred members. The Trustee, in conjunction with the sponsoring employer, continues to review
the operational efficiency and ongoing management of the DC Section, including potential alternatives
to the current structure. This includes whether the interest of members is better served and whether
members are likely to experience better value, through the transfer of existing funds to an alternative
arrangement.
1.

Default investment strategy

Although the Scheme is not used qualifying scheme for automatic enrolment purposes, the Scheme
offers a default investment strategy. A copy of the most recent Statement of Investment Principles
signed by the Trustee on 30 July 2020 can be found in Appendix B. The statement covers the Trustee’s
approach and views on investment governance and objectives. The statement also takes account of
the Trustees views on Social, Environmental Governance (‘ESG’) considerations.
Whilst the statement incorporates details of the fund used within the ‘growth’ phase of the default
investment strategy (the Multi-Asset (formerly Consensus) Fund), it does not currently incorporate

details of the funds used within the ‘consolidation’ phase of the default investment strategy, or the funds
that are available to members on a self-select basis. The statement will be updated to incorporate
details of these funds over the course of the 2020 Scheme year. Investment selections made by
members, means that 100% of the assets held within the Scheme’s DC Section, are currently invested
within the Multi-Asset Fund.
The current default investment strategy, along with other self-select funds available to members,
continue to reflect those implemented following a review undertaken in 2010. The default investment
strategy adopted ensured that members’ needs were considered (noting that no employees had joined
the DC Section at the time of the review) and that the levels of risk and returns were consistent with the
aims and objectives of the default investment strategy.
The default investment strategy is a ‘lifestyled’ strategy (‘the Lifestyle Option’) targeting an annuity
benefit outcome at retirement. In addition, a range of individual funds are available on a self-select
basis for those members that don’t feel the Lifestyle Option is right for them, either from an investment
and / or a benefit outcome perspective. Funds currently available on a self-select basis include:
Global Equity Fixed Weights 50:50 Index Currency Hedged Fund
Global Equity Ethical Fund
Multi-Asset Fund
Pre-Retirement Fund
Cash Fund
All funds are managed by Legal & General Investment Management (LGIM). As 100% of the assets
held within the Scheme’s DC Section are currently invested within the Multi-Asset Fund, the additional
funds outlined have yet to be created by LGIM for the Scheme’s DC Section.
During the growth phase, which spans the time from a member joining the Scheme until ten years from
their target retirement date (age 65 in the absence of an earlier or later date selected by the member),
the primary objective of the default investment strategy is to maximise returns over the long term at an
acceptable level of risk. During this period the member will be invested in the Legal & General MultiAsset Fund. During the Consolidation Phase (the 10 years leading up to a member’s target retirement
date), the member’s assets are gradually switched to alternative funds with the aim of both reducing
risk whilst also targeting an annuity or pension benefit outcome at retirement.
This strategy can be summarised as follows (as above, noting the Consensus Fund is now the MultiAsset Fund:

On a quarterly basis, the Trustee receives and reviews Performance Monitoring Reports covering the
funds that comprise the default investment strategy (to the extent the Trustee has a holding, which as
above is currently restricted to the Multi-Asset Fund), along with the fund managers. These are formally
reviewed at scheduled Trustee meetings held during the year.
The Trustee can confirm it has considered the returns of the Multi-Asset Fund and these are consistent
with the Trustee’s aims and objectives for the default investment strategy.
Details of the investment reviews undertaken, including evidence, rationale and recommendations are
available on request. This is also covered in the Value for Members assessment and statement, which
can be found in Appendix A.
The Trustee acknowledges the regulatory guidance and expectations for the default investment strategy
to be reviewed, at a minimum on a three-yearly basis. Whilst the Trustee reviews the performance and
manager on an ongoing basis as outlined above, the ongoing suitability of the strategy has not been
formally reviewed since 2010. The Trustee will be considering what remedial action is required during
2020 and will provide an update in next year’s statement.
2.

Processing core financial transactions

As noted in the Introduction, the DC Section is closed to new members and ongoing contributions and
currently comprises two deferred members. As such, there has been no financial transaction (including
investment of contributions, transfers in and out of the Fund to members and / or their beneficiaries,
and transfers/switches of assets between different investments in the Scheme) during the period in
question. Financial tranasctions across the Scheme more generally have been processed promptly
and accurately as evidenced by regular administration reporting, provided by Capita Employee
Solutions, the Scheme administrator on a calendar quarter basis.
Agreed service levels (SLAs) are in place between the Trustees and Capita, with each administration
report providing a full reconciliation of work undertaken and timescales achieved against agreed service
levels for each ‘job type’. These typically cover, but are not limited to, ensuring that the following
activities are processed promptly and accurately:
•

retirement quotations ;

•

transfers in to and out of the Scheme;

•

leaver statements;

•

Investment switches.

For activities completed outside of the agreed service level, specific details of cause and actions taken
and resolution are reviewed and remedial action taken where required.
The Trustee is satisfied that for the period in question service levels have generally been met, or where
they have not been met, for the majority of cases, the timescales achieved have fallen shortly outside
the agreed SLA, or mitigating circumstances have prevented the SLA from being met.
In accordance with the ongoing administration reporting arrangements, controls are in place to monitor
and ensure that core financial transactions are and continue to be processed promptly and accurately.
These, along with service levels and any service issues are reviewed quarterly and at each Trustee
meeting. This includes utilisation of a workflow management system to monitor Scheme and member
related activities and related performance against service levels and forward planning of regular annual
activities and events. The monitoring of administration and core financial transactions is also reflected
on the Scheme’s Risk Register and is a standing item on the agenda for Trustee meetings.

During the year ending 31 December 2019, The Trustee was not aware of any material issues that
negatively impacted the processing of core financial transactions.
Further scrutiny of transactions and also reporting and controls can be found within the Scheme’s
Annual Report & Accounts.
3.

Charges and transaction costs paid by members

Aside from investment management charges and investment transaction costs, all other costs
associated with running the Scheme’s DC Section, are borne by the employer and therefore have no
bearing on member charging. However, for completeness we have referred to these as part of our
assessment of Value for Members, which can be found in Appendix A.
The charges and transaction costs for The Multi-Asset Fund are recorded in Appendix C. Examples of
the cumulative effect of costs and charges on member funds are set out in Appendix D. As explained
in Section 1, the additional funds outlined have yet to be established for the Scheme’s DC Section.
In preparing Appendices C and D of this Statement, the Trustees have had regard to statutory guidance
published by the Department for Work and Pensions and have not deviated from that guidance.
The Annual Management Charge applicable to the Multi-Asset Fund falls significantly below the Charge
Control cap of 0.75% required by pension scheme regulations. Transaction costs are generally
negative or minimal.
All charges and transaction cost details have been provided by LGIM and cover the period 1 January
2019 to 31 December 2019. In preparing this statement, we were able to obtain all relevant charge and
transaction cost information from LGIM.
The Trustee is comfortable that the member borne charges are competitive, offer value for money and
are kept under a continuous review. As noted in Section 1. above, we receive regular Performance
Monitoring Reports on our full range of investments, from Capita.
4. Trustee ‘knowledge and understanding’
The Trustee spends an appropriate amount of time running the DC Section in relation to the size and
complexity of the arrangements. ITS is represented by Helen Frisby as Lead Director, Hetal Kotecha
as second Director and Paul Sherman as Trust Officer, bringing a high degree of pensions experience,
knowledge and expertise.
Trustee knowledge and understanding requirements
The Trustee is required to be conversant with the Scheme’s main documents and have appropriate
knowledge and understanding of the law relating to pensions and trusts, the funding of occupational
schemes and investment of scheme assets to enable them to properly exercise their functions. The
Trustee addresses the requirements through a combination of training and taking professional advice.
The Trustee demonstrates it is conversant with the Scheme’s main documents through ongoing
management of the Scheme.
Training the Trustee
All ITS Directors partake in an ongoing mandatory training programme, which is designed to ensure
that our knowledge is kept up to date. Each Trustee Director maintains a personal record of both group
and individual training, which is documented and logged on a quarterly basis. In doing so, Trustee
Directors can identify any knowledge gaps that they may have and request training accordingly. After
each ITS training session, attendees are asked to provide feedback on the quality and effectiveness of
the training. If individuals have attended particularly effective training sessions externally, these may
be repeated for the group.

At the beginning of each year, ITS directors are asked to provide input into the annual training
programme based on the anticipated needs of their schemes and upcoming pensions changes or
deadlines. Relevant topics scheduled for training sessions in the period of this statement included DC
Trends in default design and auto-enrolment; Trustee diversity; Administration and data management,
and proposed accreditation framework for professional trustees. These sessions were delivered by
external specialists in their respective fields or led by internal experts. The ITS internal training
programme is also set with consideration of upcoming changes to pensions regulations and disclosure
requirements of which there have been many in the period of this statement and more to come. Legal
topics covered during the period of this statement included New Investment Duties for Trustees on
ESG, Climate Change and Stewardship; member costs and charges illustrations disclosure obligations
and data protection refreshers.
This is not an exhaustive list but shows that individually and collectively, myself and my ITS colleagues
as professional trustees are committed to continuous improvement through relevant and extensive
training to provide quality governance to this scheme.
Access to professional advice
The Trustee consults with professional advisers as and when required, for example on consultancy,
governance and legal matters. Its professional advisers alert the Trustee, and where appropriate
provide training, on relevant changes to pension and trust law.
The Trustee’s professional advisers provide support in relation to understanding and application of the
Scheme’s documents and policies.
Summary
The Trustee continuously reviews the service standards being provided by the Scheme and the
proposition of the DC Section made available to members.
The Trustee appreciates that low cost does not necessarily mean better value, so in doing so they have
also reviewed a range of benefits such as quality of customer service, member communication and
support, the efficiency of administration services, robustness of scheme governance, the investment
options available and the management and performance of the funds that comprise the investment
options, in the context of agreed investment objectives.
It is our view that the Scheme’s DC Section represents reasonable Value for Members and the Trustee
attaches its Value for Members assessment and statement for the Scheme.
As outlined within the Introduction, The Trustee, in conjunction with the sponsoring employer, continues
to review the operational efficiency and ongoing management of the DC Section, including potential
alternatives to the current structure

Signed ……………………………………………………..

Date: 30 July 2020

Signed for on behalf of the Trustee by Helen Frisby, on behalf of ITS, in my capacity as Chair of
the Trustee of the The Family Action Pension Scheme

Appendix A
Value for Money Assessment and Statement

The Trustee has assessed the extent to which all the associated charges and transaction costs are
representative of value for members and have concluded that this continues to be the case. In pure
member borne costs the charges levied on member funds is significantly less than the current
maximum charge allowed by legislation, and whilst cost is not a direct reflection of value, they are
competitive charges and we believe put our members in a good position.
As explained with the statement, the additional funds outlined have yet to be established for the
Scheme’s DC Section, so it is not currently possible to draw the same conclusions for these funds.
However, if utilised, we would expect all associated charges and transaction costs to also be less
than the current maximum charge allowed by legislation.
The Trustee regularly reviews the service standards being provided in terms of Scheme administration,
member communication and investment performance.
The employer also bears the running costs of the DC Section, including the cost of running the Trust
Board, the cost of advice (Investment, legal costs and other advice) and all administration and running
costs.
To assess if and how the DC Section represents value for money for members, the Trustee has
considered (although consideration has not been limited to) the following evidence:
•

Statement of Investment Principles, signed by the Trustee on 30 July 2020

•

Example Performance Monitoring Report;

•

Example Administration Report;

•

Investment Review document, dated September 2010;

•

Current member support and member communication material e.g. Member Investment Guide,
transfer value quotations, annual SMPI statements.

Appendix B
Statement of Investment Principles

Appendix C
Charges and transaction costs for the default investment strategy for the year ending 31
December 2019
The charges applicable to Multi-Asset Fund can be summarised as follows:
Fund
LGIM Multi-Asset Fund

Charges*

Transaction
costs**

0.250%

0.030%

Notes
* Includes the Annual Management Charge (AMC), plus various other expenses including index
licensing fees, legal fees, administration, marketing, regulation, auditing.
** Transaction costs that applied (or may have potentially applied) to the investment funds available to
members. Note that a negative transaction cost can refer to things like anti-dilution measures put in
place by the manager to protect existing investors. It is effectively a ‘saving’ to existing members and
reduces the impact of other charges. As it is an implicit, calculated cost, it would ordinarily be reflected
within the unit price.
Actual and potential transaction costs disclosed by Legal & General Investment Management Limited
include:
include:
Broker commission
Transaction taxes
Implicit costs
Entry/exit charges
Other transaction costs
Indirect transaction taxes
Indirect broker commission
Indirect implicit costs
Indirect entry/exit charges
Indirect other transaction costs
Indirect transaction costs - external funds
Anti-dilution offset
Indirect anti-dilution offset
Implicit transaction costs have been calculated as the difference between the price at which a deal was
struck and the price of the instrument at previous market close. This is consistent with the implicit cost
calculation methods allowable prior to 2018 under PRIIPS guidance, which allows firms to assume there
is no intra-day data available.
For any transactions occurring in 2019, the arrival price of each trade will be captured and used to
calculate the implicit transaction cost (‘slippage cost’). The arrival price of a trade is the mid-market
price of an asset at the time the order is placed in the market.
Indirect transaction costs have been calculated assuming a static fund structure as at 31 December
2019.
For any funds which hold an investment managed by a third party, the transaction costs provided by
the third party manager are represented as an indirect external fund transaction cost. Where transaction
cost information was not made available by the third party, transaction costs incurred by the externally
managed fund have not been included.

All charges and transaction costs have been provided by LGIM, who calculate them using the following
methodology (and in this order, dependent on the availability of transaction data):
1.
2.
3.

EPT (European PRIIPS Template)
EMT (European MIFID II Template)
Average Transaction Costs (Active Funds = 0.1491%; Passive Funds = 0.0065%)

Appendix D: Projected Values
Projected Pension pot showing effect of charges and transaction costs produced in accordance
with DWP guidance

Projected pension fund in today’s money – we have assumed a starting value of £15,000, a
and a 45-year-old member, but other ages can be assessed using the following table
Default Strategy – Multi-Asset Fund
Years
1
3
5
10
15
20

Before costs and charges deducted

After costs and charges deducted

£15,247.50
£15,754.82
£16,279.02
£17,667.09
£19,173.53
£20,808.41

£15,205.44
£15,624.80
£16,055.73
£17,185.75
£18,395.32
£19,690.01

Notes (for the above and the following tables)
1. Projected pension pot values are shown in today's terms, and do not need to be reduced further for
the effect of future inflation.
2. The starting pot size is assumed to be £15,000, which is approximately the average value within
the DC Section.
3. Inflation is assumed to be 2.5% each year
Values shown are estimates and are not guaranteed.

