
Claude Lyons Group Pension Scheme - Chair’s 
Statement Regarding Governance of the Money 
Purchase Section – Scheme year to 30 June 2020 

 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 (“the Administration 
Regulations”) require the annual report of a scheme with money purchase arrangements to include a 
statement regarding the governance of such arrangements.  

Wind-up of the Scheme was formally triggered with effect from 13th October 2017. 

Fund selection 

Since the Scheme is closed and no member contributions have been paid in the period since the new 
regulations came into force on 6 April 2015, there is no “default arrangement” as defined by the 
Occupational Pension Schemes (Investment) Regulations 2005, as amended by the Occupational 
Pension Schemes (Charges and Governance) Regulations 2015. 

At the date of the statement the Trustee held two policies with Clerical Medical Investment Group Ltd 
in respect of members’ money purchase funds: 

 One policy was invested in the Clerical Medical Balanced Fund.  The aim of this fund is to 
achieve long-term capital growth by gaining exposure predominantly to UK and overseas 
equities, with flexibility to gain a minority exposure to commercial property and fixed interest 
stocks. 

 The other policy comprised the Clerical Medical with profits fund and four unit-linked funds 
(Balanced, UK Growth, Lifestyle Balanced and Lifestyle UK Growth) in which members have 
selected their funds to be invested.  The aim of the Balanced Fund is similar to above.  The aim 
of the UK Growth Funds is to deliver long-term capital growth by investing mainly in UK 
companies.  

As the Scheme is in wind-up, no review of the funds in which members’ monies are invested has taken 
place during the year. Since the year end, however, members’ funds have been transferred to an 
alternative provider, Aviva, in order to give effect to the buy-out of DC benefits. As part of the selection 
of Aviva, the Trustee considered the range of funds available for members, the charges on those funds 
and selected a default fund, which it believes is suitable to meet member needs. Members will 
additionally be able to invest across a wide variety of funds; in whatever proportions they wish. 

Member funds were transferred to the new policy in July 2020. Individual policies have now been 
issued to those members by Aviva and as a result the Scheme holds no further liability for DC benefits. 

The Trustee did not impose social, environmental or ethical constraints on the investment manager in 
relation to the selection, retention and realisation of investments. 

As the Scheme has less than 100 members, there is no Statement of Investment Principles in place for 
the Scheme. 

  



Processing financial transactions 

The Trustee has a specific duty to ensure that core financial transactions relating to the money 
purchase assets (including the transfer of member assets out of the Scheme, transfers between 
different investments within the Scheme and payments to and in respect of members) are processed 
promptly and accurately.  

These transactions were undertaken on the Trustee’s behalf by Clerical Medical with the support of 
the Scheme administrator, Hughes Price Walker Ltd (HPW). HPW process all elements of their 
involvement in line with internal service level agreements. There have been no issues related to the 
payment of member benefits during the year. 

The Trustee considers that the requirements for processing core financial transactions specified in the 
Administration Regulations have been met.  

Charges and transaction costs 

The Trustee is required to make an assessment of charges and transactions costs borne by money 
purchase section members and the extent to which those charges and costs represent good value for 
money for members.  Whilst invested with Clerical Medical, funds were subject to an annual 
management charge of 1% per annum, which was applied to the unit prices. 

Transaction costs typically arise as a result of the selling of investment units.  These are reflected in 
the unit dealing prices, which are adjusted upwards for the expenses of purchases or downwards for 
the expense of sales.  The Trustee has previously written to Clerical Medical to request further 
details of transaction costs, however to date no reply has been received. 

The charges in relation to the buy-out policy with Aviva, , were scrutinized prior to selecting the 
policy. The total expense ratio (TER) for the chosen default policy is 0.33%. The TER for the 
alternative funds ranges from 0.30% to 1.28%. 

 An illustration of the charges currently levied on members 

New regulations require additional disclosures in relation to the level of charges borne by members.  
Under these new regulations, schemes which offer money purchase benefits are required to provide 
an illustrative example of the cumulative effect of costs and charges incurred by a typical member up 
to retirement age. 

The tables below show the projected pension pot both before and after charges are deducted under 
two scenarios. 

Scenario 1: an example deferred member with benefits in the DC section accrued before 30 September 
2001, aged 55 whose starting pot is assumed to be £12,000 

Scenario 1: Projected pension pot in today’s money for a member aged 55 (£) 

Years Before charges deducted After all charges deducted 

1 12,239 12,117 

3 12,732 12,355 

5 13,246 12,597 

10 14,622 13,223 



 

Scenario 2: an example deferred member with benefits in the DC section accrued after 30 September 
2001, aged 48 whose starting pot is assumed to be £33,000 

 

Scenario 2: Projected pension pot in today’s money for a member aged 48 (£) 

Years Before charges deducted After all charges deducted 

1 33,821 33,483 

3 35,525 34,470 

5 37,315 35,486 

10 42,073 38,050 

15 46,320 39,838 

17 47,277 39,852 
 

Notes 

1. Projected pension pot values are shown in today’s money and do not need to be further adjusted for inflation 
2. Starting pot size is assumed to be: 

- £12,000 for the member aged 55 
- £33,000 for the member aged 48 

3. No further contributions are paid into the pot 
4. Inflation is assumed to be 2.5% each year 
5. Values shown above are estimates and are not guaranteed 
6. The example members are assumed to be invested as follows: 

- Balanced fund for the member aged 55 
- Adventurous lifestyle programme for the member aged 48 

7. The projected growth rates for the funds under the default strategy are assumed to be as follows: 
- Equity funds: 1.5% above inflation 
- Gilt and fixed interest funds: 1% below inflation 
- Cash funds: 1.5% below inflation 

These growth rates are used to calculate the pension pots after charges are deducted. 

Trustee 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 properly. This requirement is underpinned by guidance in the Pension 
Regulator’s Code of Practice 07. 

ITS, the Trustee of the Scheme is a professional independent trustee body, represented by individuals 
with relevant professional qualifications and significant pensions industry experience.     

  



The ITS training programme is set with consideration of current pensions topics or upcoming 
changes to pensions regulations and disclosure requirements. Topics earmarked for attention in the 
period of this statement included consideration of the PLSA retirement targets to support savers 
retirement plans; understanding the role of technology in members engagement; developing 
environmental, social and governance beliefs, the impacts of Covid 19 on investment markets and 
member longevity and legislative developments affecting Dc schemes . These sessions were 
delivered by external specialists in their respective fields. The training programme ensures that ITS is 
up to date with changes in pensions best practice and any upcoming changes to defined contribution 
regulations and disclosure requirements.  In particular I have reviewed the Guidance issued by the 
Pensions Regulator in October 2012 on the winding up of DC pension schemes.  

 
This is not an exhaustive list but shows that individually and collectively, myself and my ITS 
colleagues as professional trustees are committed to relevant and extensive training to provide 
quality governance to this scheme. 

In addition, the Trustee receives regular advice from its appointed professional advisors.  The Trustee 
therefore considers itself to be able to exercise its functions properly as Trustee of the Scheme. 

The Statement regarding money purchase section governance was approved by the Trustee and 
signed on its behalf by:  

 

 

…………………………………………………………………………………….. 

Janine Wood, Director 

On behalf of Independent Trustee Services Ltd 

29th January 2021 
Date: ……………………………………………………. 


