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DC Governance Statement 
Statement of the Chair of the Trustee for National Foundation for 
Educational Research Retirement Savings Plan for the year ending 5 
April 2020 

Introduction and Background 

In March 2015, the Department for Work and Pensions introduced new requirements for the 
governance of Defined Contribution (DC) pension schemes.  The NFER Retirement Savings Plan 
(“the Plan”) provides DC benefits.  This means the amount of benefits that members will receive 
when they retire is not guaranteed, but instead depends on factors such as the amount of 
contributions paid in and the investment returns earned. The way in which members choose to 
withdraw their benefits will also have a bearing on their financial outcomes during retirement. 

Trustees are required to produce an annual statement, signed by the Chair of the trustees, setting 
out how they have met with the required governance standards as they relate to their 
management of their DC arrangement.  The aim of these requirements is to help members 
achieve a good outcome from their pension savings 

I hereby confirm that I, Lynne Stewart, on behalf of PAN Trustees UK LLP (the Plan Trustee), 
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 is the Trustee’s first such 
statement, following the de-merger from the Federated Retirement Savings Plan and resulting 
establishment of the Plan, with effect from 5 April 2019.  

This statement is produced in accordance with Regulation 23 of the Occupational Pension 
Schemes (Scheme Administration) Regulations 1996 (the Regulations) and describes how the 
Trustee has met the statutory governance standards, covering: 

1. The default investment strategy, including its governance;

2. Requirements for processing financial transactions;

3. Assessment of charges and transaction costs; and

4. The requirement for trustee knowledge and understanding.

This statement also contains a ‘Value for Members Assessment’ - an assessment of the Plan in 
terms of whether and how it represents Value for Members, along with details of charges and 
transaction costs borne by members and illustrations of the cumulative impact of those charges 
and costs on member funds.   

This statement covers the period from 6 April 2019 to 5 April 2020. 

1. The default investment strategy

“The Trustee regards the provision of a default investment arrangement that increases the
likelihood of members experiencing good outcomes in retirement as one of their most important
responsibilities”.
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DC Governance Statement (continued) 
1. The default investment strategy (continued)

The Plan is used as a ‘Qualifying Scheme’ for ‘auto-enrolment’ and as such, the Trustee is
required to operate a ‘default investment strategy’ – a strategy that will automatically apply to a

member’s existing fund and any contributions that are made, in the absence of a member making
active investment decisions.  The default investment strategy is designed and monitored by the
Trustee, after having taken suitable investment advice, with the primary objective of maximising
returns over the long term, at an acceptable level of risk.

Statement of Investment Principles

Details of the default investment strategy can be found within the most recent Statement of
Investment Principles (“SIP”) dated 15 September 2020, a copy of which can be found in
Appendix D.  The statement explains the Trustee’s approach to investment governance,
objectives and strategy and provides detailed information on the default investment strategy and
alternative ‘self-select’ investment options available to members.  The statement also takes
account of the Trustee’s views on Social, Environmental Governance (‘ESG’) considerations
(including but not limited to climate change) and the stewardship in the selection, retention and
realisation of their investments (including how any voting rights are exercised).  This incorporates
details of the arrangements in place with the Plan’s investment managers.  This includes
monitoring and assessing:

their philosophy for assessing and engaging with the businesses and institutions they invest in; 

the stewardship of those investments, including exercising of rights (including voting rights) 
attaching to investments; 

the ongoing costs and frequency of trading; 

their approach to Environmental, Social and Governance (ESG) policies. 

Investment Options 

The ‘Default Lifestyle Option’ (the Plan’s default investment strategy) is a ‘lifestyled’ strategy 
targeting an ‘annuity’ or pension benefit outcome at retirement.  Members can choose to remain in 
this strategy, or as they approach retirement, invest in one of two alternative lifestyle strategies 
that target different benefit outcomes at retirement – ‘encashment’, or ‘drawdown’.   

During the ‘growth phase’ of the Default Lifestyle Option, which spans the time from a member 
joining the Plan until 8 years from their target retirement date (age 65 in the absence of selecting 
a different age), the primary objective is to maximise returns over the long term at an acceptable 
level of risk.  During this period the member’s personal account will be invested in the Growth 
Fund.  During the ‘consolidation phase’ (the 8 years leading up to a member’s target retirement 
date), the member’s personal account and contributions are gradually switched, initially into 
Consolidation Fund and then into the Pre-Retirement Fund. This switching process is aimed at 
both reducing risk whilst also targeting a ‘annuity’ benefit outcome at retirement and can be 
summarised by the following table: 
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1. The default investment strategy (continued)

Years from retirement 9+ 8 7 6 5 4 3 2 1 0 

Switching Period (in years) 0 1 2 3 4 5 6 7 9 9 

Growth Fund 100% 80% 60% 40% 20% 0% 0% 0% 0% 0% 

Consolidation Fund 0% 20% 40% 60% 80% 80% 60% 40% 20% 0% 

Pre-Retirement Fund 0% 0% 0% 0% 0% 20% 40% 60% 80% 100% 

Each of the three lifestyle strategies invest in the same funds until 5 years prior to a member’s 
target retirement age, at which point each strategy will begin to invest in line with its target benefit 
outcome. 

For members that that don’t feel that either the Default Lifestyle Option, or the alternative lifestyle 
strategies are right for them, a range of funds are also available on a ‘self-select’ basis. 

Further information on the investment Plan’s investment options can be found in the Explanatory 
Guide dated May 2019.    

Investment Reviews 

The Trustee is required to formally review the default investment strategy at least every three 
years or immediately following any significant change in investment policy or the Plan’s member 
profile.   

A review of the investment options made available to members was last undertaken by the 
Trustee (based on advice from its investment adviser, Jagger & Associates Limited) in 2019.    

As part of its review, the Trustee carried out a demographic analysis of the membership. This 
analysis had the following objectives:  

To improve the Trustee’s understanding of the current profile of the Plan’s membership; 

To help the Trustee design an appropriate investment strategy; and  

To help the Trustee design an appropriate member communication strategy.  

These objectives combined, would help to ensure the structure and design of investment 
proposition is based on the membership profile, where practical to do so.   

As a result of the review, the Trustee introduced the alternative (‘encashment’ and ‘drawdown’) 
lifestyle investment strategies outlined above, as well as making some changes to the funds 
available.  The Trustee wrote to members in March 2020 to explain the changes, which also 
included a change to the Plan’s investment platform provider – from Phoenix to Mobius Life.   

Investment Monitoring 

In addition to undertaking regular strategy reviews, the Trustee also regularly reviews the 
performance of the current default investment strategy and the wider investment options.  This 
review includes an analysis of fund performance and member activity to check that the risk and 
return levels meet expectations.  On a regular basis, the Trustee receives, and reviews 
performance monitoring reports produced by the Trustee’s investment adviser and / or investment 
platform provider.  These are formally reviewed at scheduled Trustee meetings. 
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1. The default investment strategy (continued)

The Trustee can confirm it has considered the returns of the default investment strategy and these
are consistent with the Trustee’s current aims and objectives for that strategy, as set out within the
Statement of Investment Principles.

2. Requirements for processing financial transactions

“Reliable internal controls are essential to the security of members’ benefits and the provision of a
first-class member experience”.

The core financial transactions, including investment of contributions, transfers in and out of the
Plan to members and / or their beneficiaries, and transfers / switches of assets between different
investments in the Plan, have generally been processed promptly and accurately as evidenced by
administration reporting, provided by Capita, the Plan administrator.

Agreed service levels (SLAs) are in place between the Trustee and Capita, with each
administration report requested 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:

Contribution receipts and subsequent investment of contributions; 

Benefit / retirement quotations; 

Transfers out of the Plan; 

Leaver Statements; 

Investment switches; 

General enquiries and data changes. 

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.    

We are pleased to be able to report, that for the period covered by this statement, average 
performance against agreed SLAs have been 98%.  Further, the Trustee is not aware of any 
material issues that negatively impacted the processing of core financial transactions and that 
where service levels in this area 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 addition, the timeliness of contribution receipts and subsequent investment of contributions 
received is monitored.  During the period covered by this statement, all contributions were 
received and invested, within statutory deadlines. 

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.  This includes regular monitoring of bank accounts and ‘four eyes’ checking of 
investments and banking transactions.   
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2. Requirements for processing financial transactions (continued)

These controls, along with service levels and any service issues are reviewed at each Trustee
meeting. This includes utilisation of a workflow management system to monitor Plan 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 in the Plan’s Risk 
Register and is a standing item on the agenda for Trustee meetings.  The Trustee also reviews 
Capita’s most recent Internal Controls report (AAF 01/06) on an annual basis.  On behalf of the 
Trustee, Capita also review the processes in place to identify potential ‘pension scams’ and clear 
information on how to spot a scam is included in all relevant member communications. 

In support of the administrator being able to correctly calculate and process member benefits, the 
Trustee regularly assesses the quality of the Plan’s data, by reference to the Pension Regulator’s 
‘common’ and ‘conditional’ data requirements.  Where data gaps are identified, the Trustee has 
taken appropriate remedial action.    

Further scrutiny of transactions and also reporting and controls can be found within the Plan’s 
Annual  Report & Accounts.  As part of the annual audit process the auditor included testing of a 
sample of financial transactions for accuracy and timeliness. 

3. Assessment of charges and transaction costs

“The Trustee believes that good value is about demonstrating that the Plan’s services represent a
good use of resources versus comparable alternatives available to the Trustee.”

The Trustee is required to set out the on-going charges borne by members in this statement,
which are annual fund management charges plus any additional fund expenses, such as custody
costs, but excluding transaction costs; this is also known as the ‘total expense ratio’ (‘TER’) or
Ongoing Charges Figure (‘OCF’) . The OCF is paid by the members and is reflected in the unit
price of the funds that members choose to invest in.

The Trustee is also required to separately disclose transaction cost figures that are borne by
members.  In the context of this statement, the transaction costs shown are those incurred when
the Plan’s fund managers buy and sell assets within investment funds. While fund transaction
costs are generally minimal, unfortunately the managers have not been able to disclose them
within the timeframe required to produce this year’s statement. The Trustee will be working with
the managers to review and rectify this position.

Aside from investment management charges and investment transaction costs, all other costs
associated with running the Plan, are borne by the sponsoring 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.

Examples of the cumulative effect of costs and charges on member funds are also set out in
Appendix C.  In preparing Appendices B and C of this Statement, the Trustee has had regard to
statutory guidance published by the Department for Work and Pensions and have not deviated
from that guidance.
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3. Assessment of charges and transaction costs (continued)

We are pleased to be able to say, the Ongoing Charges Figure applicable to the default
investment strategy and alternative lifestyle strategies, as well as funds available on a self-select
basis fall significantly below the Charge Control cap of 0.75% required by pension scheme
regulations.  Transaction costs are generally minimal or negative.

The Trustee is comfortable that the member borne charges are competitive, offer value for money
and are kept under a continuous review.

4. The requirement for trustee knowledge and understanding

The Trustee spends an appropriate amount of time running the Plan in relation to the size and
complexity of the arrangements and in doing so is also required to maintain an appropriate level of
knowledge and understanding, which together with professional advice enables them to properly
exercise their functions and duties in relation to the Plan.   During the period covered by the
statement, the Trustee held four formal meetings.

The Plan’s Trustee is required to maintain appropriate levels of knowledge and understanding to
run the Plan effectively.  Each designated member of the Trustee must:

Be conversant with the trust deed and rules of the Plan, the Plan’s statement of investment 
principles and any other document recording policy for the time being adopted by the Trustee 
relating to the administration of the Plan generally. 

Have, to the degree that is appropriate for the purposes of enabling the individual properly to 
exercise his or her functions as a designated member of the Trustee, knowledge and 
understanding of the law relating to pensions and trusts and the principles relating to 
investment the assets of occupational pension schemes. 

The Trustee has measures in place to comply with the legal and regulatory requirements 
regarding conversance and knowledge and understanding. 

All the designated members of the Trustee are familiar with and have access to copies of the 
current Plan governing documentation, including the Trust Deed & Rules (together with any 
amendments), the statement of investment principles and key policies and procedures. 

Further, each designated member considers that they have sufficient knowledge and 
understanding of the law relating to pensions and trusts and of the relevant principles relating to 
the funding and investment of occupational pension schemes to fulfil their duties, supplemented 
where appropriate in specialist areas by delegation to/support from their legal advisers, their 
auditors, administrators, and investment advisers. 
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4. The requirement for trustee knowledge and understanding (continued)

PAN Trustees UK LLP, as sole Trustee of the Plan, is represented by two of its longest standing
LLP members, Lynne Stewart and Steve Delo.  Individually, both are experienced professional 
independent trustees who have been Accredited by the Pensions Management Institute and have 
between them 45 years of trusteeship experience and over 70 years of pensions industry 
experience, including long term DC experience.  Both have been deemed fit and proper persons 
to act as Trustees of Authorised Master Trusts and have extensive practical experience of DC 
pension arrangements.  Lynne and Steve have worked together for over a year and between them 
their collective knowledge and experience covers the areas critical to the governance of the Plan, 
including understanding trust law and DC pensions, investment strategy setting, governance 
approaches, risk management, communication / engagement methods, member options and 
behavioural finance.   

By combining these perspectives with appropriate support by advisory organisations with skills in 
DC advice, collectively the Trustee can make effective decisions on most issues that emerge.  
Any areas of weakness or knowledge gaps can therefore be readily identified enabling 
appropriate training and/or advice to further support decision-making in that area to be sought.   

Both Lynne and Steve carry out significant continuing professional development (CPD) in respect 
of their role, which is formally recorded centrally. CPD during the year included structured training, 
wide reading of pensions industry materials and news developments, face to face engagement 
with industry participants and thought leaders, advisory sessions, conferences and seminars and 
on-line training. 

To help achieve the above, each representative of PAN Trustees UK LLP All is expected to 
ensure that he or she meets the Pension Regulator’s (TPR) Trustee Knowledge and 
Understanding requirements. This includes completing TPR’s Trustee Toolkit. The Trustee Toolkit 
is an online learning program aimed at trustees of occupational pension schemes. It contains 
modules and resources on the law relating to pensions and trusts, and the principles relating to 
the funding and investment of occupational pension schemes. It is designed to help trustees meet 
the minimum level of knowledge and understanding required under the Pensions Act 2004.   

A formal review of the effectiveness of the Trustee Board, both on an individual and collective 
basis, will take place in 2021.  

PAN Trustees UK LLP is also able to draw on the extended experience of the full Board of LLP 
members. Each such member is an experienced pension professional and trustee.  

The Trustee is also cognisant of the necessity to take advice as and when required and in 
particular would seek legal advice from the Plan’s legal advisers in any contentious 
cases/situations or if they are unclear in any aspect of the operation of the Trust Deed and Rules.  
The Trustee can confirm that there were no contentious cases to consider in the Plan year and 
therefore we did not seek any legal advice concerning these matters in this period. 

Taking into account the knowledge and experience of the Trustee with the specialist advice 
received from the appointed professional advisers the Trustee is confident it is well placed to 
exercise its function as Trustee to the Plan, both properly and effectively and is satisfied it has 
sufficient knowledge and understanding of all subject areas required. 
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Summary 

The Trustee has considered how the Plan has been governed, by reference to Sections 1. – 4. 
above.  This includes service standards being provided in terms of scheme administration 
(including processing core financial transaction, scheme records and scheme governance), 
member communication, investment proposition and investment returns.  The Trustee has also 
considered the type and level of charges borne by members, as well as how the Plan’s costs and 
charges compare to similar and alternative pension schemes.  

It is our view that the Plan, including member borne costs and charges, represents Value for its 
Members.  Our Value for Members Assessment and Statement is set out in Appendix A. 

Signed for and on behalf of the Plan Trustee by Lynne Stewart in my capacity as Chair of the 
Trustee of the NFER Retirement Savings Plan. 
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Appendix A: Value for Members Assessment and Statement 

To assess the Plan in terms of how it represents Value for Members, the Trustee has considered the 
following evidence: 

Statement of Investment Principles, dated 15 September 2020; 
2019 Investment strategy review, including members analysis; 
Investment performance monitoring reports;  
Plan Guide, dated May 2019 
Quarterly administration reports;  
Trustee’s Annual Business Plan; 
Trustee’s Risk Register 
The commentary from our independent auditors contained within the Plan Report & Accounts; 

Also, the Trustee has taken account of the following: 

1. The costs of the Plan are predominantly borne by the sponsoring employer, leaving only investment
costs which are borne by Plan members.  Details of these charges are set out in Appendix B.

2. The Annual Management Charges applicable to the funds that comprise the default investment
strategy and the alternative lifestyle strategies fall significantly below the Charge Control cap of
0.75%.  The charges for all funds available on a self-select basis are also below the 0.75% charge
cap.

3. The Trustee has gained an evidenced understanding of the nature and ‘needs’ of Plan members by
carrying out analysis of the Plan’s demographic profile.

4. The investment reviews carried out in 2019 used the findings of the above analysis to inform the
design of an appropriate portfolio of investment options.

5. Furthermore, this analysis, along with the Trustee’s broad knowledge of the membership of the
Plan is used to inform targeted member communication campaigns as and when required.  The
Trustee is comfortable that its investment design, twinned with access to relevant member
communications, ensures that ongoing appropriateness of the Plan for its members.

6. Appointed Investment managers and investment returns are assessed by the Trustee in liaison with
their investment advisers on a regular basis, using performance reports prepared by the Trustee’s
investment adviser and / or investment platform provider.

The Trustee has also taken in to account the Pensions Regulator’s Code of Practice No.13 
(Governance and administration of occupational trust-based schemes providing money purchase 
benefits) (DC benefits). 
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Appendix A: Value for Members Assessment and Statement (continued) 

Assessing transaction costs on behalf of Plan members 

The Trustee has obtained from Mobius Life, details of ongoing charges that applied (or may have 
potentially applied) to the investment funds available to members.  

As noted within the statement, whilst the Trustee is able to disclose the total expense ratio (‘TER’) or 
Ongoing Charges Figure (‘OCF’) – the ongoing charges paid by the members and reflected in the unit 
price of the funds that members choose to invest in – the Plan’s investment managers have not been 
able to provide details of any transaction costs incurred within the timeframe required to produce this 
year’s statement.  For information, actual and potential transaction costs would include (but may not 
be limited to):  

- Transaction taxes

- Broker commission

- 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

Details of the ongoing investment charges and transaction costs disclosed by Mobius Life, are set out 
in Appendix B.  The cumulative effect of costs and charges on member funds are set out in 
Appendix C. 

Costs borne by the employer: 

As mentioned elsewhere in this statement, in carrying out this assessment, the Trustee has taken the 
view that costs borne by the sponsoring employer will have a positive effect on Value for Members 
who are only paying investment charges. The employer-borne costs which have been taken into 
consideration are as follows: 

1. Administration costs

2. Cost of running the Trustee Board

3. Cost of advice/suppliers of professional services
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Value for Members Statement 

The Trustee believes the Plan represents value for Plan members. The reasons for this are based on 
the evidence listed above and include, but are not limited to, the following: 

The oversight and governance of the Trustee, including ensuring the Plan is compliant with 
relevant legislation, such as the charge cap, and holding regular meetings to monitor the Plan and 
address any material issues that may impact members.   

The Trustee is comfortable with the quality and efficiency of the administration processes, 
including processing of financial transactions. 

Members of the Plan pay only investment charges and transaction costs, with the sponsoring 
employer bearing most of the costs of running the Plan. 

The investment charges borne by members compare favourably with similar schemes and for all 
investment funds available to members, fall well below the 0.75% charge cap. 

The fund charges are competitive for the types of fund available to members. 

The investment options offered to members (including the default investment strategy) have been 
designed to reflect members’ needs according to third party data analysis of the Plan’s 
demographic profile. 

The investment choices offered to Plan members are subject to regular review to ensure the 
investment options continue to meet member needs and that they account for the range of benefit 
options available to members.  

Both the investment manager and the funds under management are assessed by the Trustee in 
liaison with their investment advisers on a regular basis and at each Trustee meeting.   

The returns on the investment funds members can choose during the period covered by this 
statement have been consistent with the Trustee’s stated investment objectives. 

The Trustee ensures ongoing communications and engagement activities provide ample 
information, learning and engagement activities to encourage Plan members to make informed 
decision and changes to their investment options and retirement planning, if this is an appropriate 
course of action to suit their circumstances.   

The Trustee recognises that Members are not currently able to manage their pension accounts 
online. Whilst member engagement with online management can generally be low, the Trustee 
accepts this position detracts from the Plan’s value.   
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Appendix B: Member Charges and Transaction Costs 

Charges for funds within the default investment strategy for the Plan year ending 5 April 2020: 

Fund Total Expense Ratio 
(TER)* 

Growth Fund1 0.158% 

Consolidation Fund2 0.279% 

Pre Retirement Annuity Fund3 0.130% 

Notes for Appendix B 

1 A blended fund ‘of funds’ that forms part of the growth stage of the default investment strategy. 
These include a Global Equity 60/40 Fund (80%) and a Corporate Bond Fund (20%). 

2 A blended fund ‘of funds’ that forms part of the consolidation stage of the default investment strategy. 
These include a Global Equity 60/40 Fund (40%), a Corporate Bond Fund (20%), and a Diversified 
Growth Fund (40%). 

3 A blended fund ‘of funds’ that forms part of the pre retirement stage of the default investment 
strategy. These include a Pre Retirement Fund (75%) and a Cash Fund (25%).

* Total Expense Ratio (TER) includes the Annual Management Charge (AMC), plus various other
expenses – e.g. legal fees, administration, marketing, regulation, auditing.

Charges for funds within the Drawdown investment strategy for the Plan year ending 5 April 
2020: 

Fund Total Expense Ratio 
(TER)* 

Growth Fund1 0.158% 

Consolidation Fund2 0.279% 

Pre Retirement Annuity Fund3 0.130% 

1A blended fund ‘of funds’ that forms part of the growth stage of the investment strategy. These include 
a Global Equity 60/40 Fund (80%) and a Corporate Bond Fund (20%). 

2A blended fund ‘of funds’ that forms part of the consolidation stage of the investment strategy. These 
include a Global Equity 60/40 Fund (40%), a Corporate Bond Fund (20%), and a Diversified Growth 
Fund (40%). 

3A blended fund ‘of funds’ that forms part of the pre retirement (drawdown) stage of the investment 
strategy. These include a Global Equity 60/40 Fund (25%), a Corporate Bond Fund (20%), a 
Diversified Growth Fund (25%), and a Cash Fund (30%). 

*Total Expense Ratio (TER) includes the Annual Management Charge (AMC), plus various other
expenses – e.g. legal fees, administration, marketing, regulation, auditing



National Foundation for Educational Research Retirement Savings Plan Confidential 

DC Governance Statement (continued) 

Appendix B: Member Charges and Transaction Costs (continued)

Charges for funds within the Cash investment strategy for the Plan year ending 5 April 2020: 

Fund Total Expense Ratio 
(TER)* 

Growth Fund1 0.158% 

Consolidation Fund2 0.279% 

Cash Fund3 0.130% 

1A blended fund ‘of funds’ that forms part of the growth stage of the investment strategy. These include 
a Global Equity 60/40 Fund (80%) and a Corporate Bond Fund (20%). 

2A blended fund ‘of funds’ that forms part of the consolidation stage of the investment strategy. These 
include a Global Equity 60/40 Fund (40%), a Corporate Bond Fund (20%), and a Diversified Growth 
Fund (40%). 

3A fund that forms part of the pre retirement (encashment) stage of the investment strategy. These 
includes a Cash Fund (100%). 

*Total Expense Ratio (TER) includes the Annual Management Charge (AMC), plus various other
expenses – e.g. legal fees, administration, marketing, regulation, auditing.

Charges for all funds members can invest in, on a self-select basis, for the year ending 5 April 
2020: 

Fund Total Expense Ratio 
(TER)* 

Global Equity 60/40 Index Fund 0.156% 

Corporate Bond Fund 0.165% 

Long Gilts Fund 0.154% 

Cash Fund 0.120% 

*Total Expense Ratio (TER) includes the Annual Management Charge (AMC), plus various other
expenses – e.g. legal fees, administration, marketing, regulation, auditing.
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Appendix C: Projected Fund Values  

Default investment strategy - projected pension pot showing effect of charges produced in 
accordance with DWP guidance 

Projected pension fund in today’s money 
We have assumed a starting value of £30,000, a salary of £35,000, combined contributions of 

16%, and a 40yr old member, but other ages can be assessed using the following table 

Default Investment Strategy 

Years Before costs and charges After charges deducted 

1 £36,188.00 £36,140.60 
3 £48,930.23 £48,755.75 
5 £62,176.85 £61,829.66 

10 £97,633.10 £96,632.40 
15 £136,702.96 £134,685.94 
20 £179,017.96 £175,333.67 
25 £213,289.62 £207,449.65 

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 £30,000, which is approximately the average value of a
representative younger member within the Scheme.

3. The average salary is assumed to be £35,000, and combined contribution rate of 16% has
been used – both of which are representative for the average younger member.

4. Inflation is assumed to be 2.5% each year.

5. The charges used to generate the projections are the fund Total Expense Ratios.

Values shown are estimates and are not guaranteed. 
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Appendix C: Projected Fund Values (continued) 

Alternative lifestyle investment strategies – projected pension pot showing effect of charges 
produced in accordance with DWP guidance. 

Projected pension fund in today’s money 

Alternative Investment Strategy – Drawdown Lifestyle 

Years Before costs and charges deducted After charges deducted 
1 £36,188.00 £36,140.60 
3 £48,930.23 £48,755.75 
5 £62,176.85 £61,829.66 
10 £97,633.10 £96,632.40 
15 £136,702.96 £134,685.94 
20 £179,017.96 £175,333.67 
25 £218,385.79 £212,049.19 

Projected pension fund in today’s money 

Alternative Investment Strategy – Cash Lifestyle 

Years Before costs and charges deducted After charges deducted 

1 £36,188.00 £36,140.60 
3 £48,930.23 £48,755.75 
5 £62,176.85 £61,829.66 
10 £97,633.10 £96,632.40 
15 £136,702.96 £134,685.94 
20 £179,017.96 £175,333.67 
25 £209,770.58 £204,064.41 
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Appendix C: Projected Fund Values (continued) 

Self-select funds – funds that members can self-select – projected pension pot showing effect 
of charges produced in accordance with DWP guidance.

Projected pension fund in today’s money 
Global Equity 60/40 Index Fund 

(Gross Accumulation Rate = 4.90%) 
Years Before costs and charges deducted After charges deducted 

1 £36,320.00 £36,273.20 
3 £49,418.68 £49,245.07 
5 £63,153.64 £62,805.65 
10 £100,481.32 £99,461.04 
15 £142,508.56 £140,417.93 
20 £189,827.02 £186,181.10 
25 £243,102.87 £237,314.58 

Projected pension fund in today’s money 
Corporate Bond Fund 

(Gross Accumulation Rate = 2.70%) 
Years Before costs and charges deducted After charges deducted 

1 £35,660.00 £35,610.50 
3 £47,013.98 £46,837.39 
5 £58,413.43 £58,072.14 
10 £87,112.13 £86,193.45 
15 £116,098.96 £114,364.00 
20 £145,376.83 £142,583.88 
25 £174,948.65 £170,853.19 

Projected pension fund in today’s money 
Long Gilts Fund 

(Gross Accumulation Rate = 0.90%) 
Years Before costs and charges deducted After charges deducted 

1 £35,120.00 £35,073.80 
3 £45,115.55 £44,955.98 
5 £54,793.80 £54,494.53 
10 £77,666.57 £76,914.93 
15 £98,767.13 £97,436.85 
20 £118,232.81 £116,221.03 
25 £136,190.28 £133,414.62 
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Appendix C: Projected Fund Values (continued) 

Self-select funds – funds that members can self-select – projected pension pot showing effect 
of charges produced in accordance with DWP guidance. (continued)

Projected pension fund in today’s money 
Cash Fund 

(Gross Accumulation Rate = 0.90%) 
Years Before costs and charges deducted After charges deducted 

1 £35,120.00 £35,084.00 
3 £45,115.55 £44,991.17 
5 £54,793.80 £54,560.46 

10 £77,666.57 £77,080.15 
15 £98,767.13 £97,728.63 
20 £118,232.81 £116,661.38 
25 £136,190.28 £134,020.97 
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Appendix D: Statement of Investment Principles 

This is the Statement of Investment Principles made by the Trustee of The NFER Retirement Savings 
Plan (“the Plan”) in accordance with the Pensions Act 1995. It is subject to periodic review by the 
Trustee.  

The attached appendix is an integral part of, and should be read in conjunction with, this statement. 

In preparing this statement the Trustee consulted with the principal employer of the Plan and has 
taken advice from Jagger & Associates, who have also undertaken a review of this document.  

The Trustee reviews the investment performance, investment strategy and manager arrangements 
from time to time taking advice as required.  

The Trustee’s investment advisers are authorised and regulated by the IFoA regulated under the DPB 
regime  

1. Investments

1.1  Socially Responsible Investment and Corporate Governance

The Trustee believes that good stewardship, environmental, social and corporate governance 
("ESG") issues can have a positive impact on investment returns.  

Having considered the views of Trustee Directors the Trustee has resolved that ESG should 
form part of any investment manager’s investment selection and ongoing involvement 
regarding the portfolio.  

The Trustee has delegated responsibility for the selection, retention and realisation of 
investment securities to each of its appointed investment managers and included within this 
each manager is required to advise the Trustee of its ESG policy and update the Trustee on 
an annual basis.  

As part of the initial ESG policy introduction the Trustee has considered the ESG policies of 
the various managers and where passive funds are used emphasis is concentrated on the 
Governance aspect of ESG.  

It is not the policy of the Trustee to impose restrictions on the managers. However having 
considered the various manager ESG policies the Trustee is confident that ESG factors are 
taken into account when assessing sustainability in the exercise of their delegated duties.  

The Trustee excludes other non-financial matters in the selection, retention and realisation of 
investments.  
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Appendix D: Statement of Investment Principles (continued) 
1. Investments (continued)

1.2  Voting policy

The Trustee’s policy is to delegate responsibility for the exercising of rights (including voting 
rights) attaching to investments to its appointed investment managers as part of the 
delegated duties under its ESG policy.  

As the Trustee uses pooled funds, their asset managers are not incentivised to align their 
investment strategy and decisions with the Trustee’s policies, nor are they incentivised to 
make decisions based on assessments about medium to long-term performance of an issuer 
of debt or equity, nor to engage with those issuers in order to improve their performance. 
However, the managers may make such decisions and/or engage of their own accord.  

Performance monitoring, manager remuneration and duration of manager appointments are 
covered elsewhere in this Statement or in the Trustee’s Report & Accounts. As the Trustee 
uses pooled funds, there is no targeted portfolio turnover or turnover range.  

As the Trustee uses pooled funds, they do not need to have an engagement policy in relation 
to monitoring the capital structure of companies they invest in, or any associated potential 
conflicts of interest.  

The scheme invests in a unit linked life trustee investment policy. Funds established through 
this policy invest in underlying pooled funds.  

The Trustees expect the life company and their sub fund managers to adhere to the UK 
Stewardship Code and for the sub fund managers to be signatories to the Principles for 
Responsible Investment (PRI) Association. The Trustees will also consider how any sub fund 
managers exercise their rights (including voting rights) in relation to the underlying 
investments they hold in line with the UK Stewardship code.  

2. Monitoring of investment advisers and managers

2.1  Investment adviser

The Trustee measures the performance of its advisers on an on-going basis in a qualitative 
way.  

2.2  Investment managers 

The appointment of the investment managers will be reviewed by the Trustee, based on the 
results of its monitoring of performance and considerations of suitability.  

2.3  Investment Objectives 

The Trustee recognises that members of the Plan have differing investment needs and 
attitudes to risk that may change during the course of their working lives. They therefore aim 
to offer members a range of ‘self-select’ funds that, taken together, satisfy their needs for real 
long-term growth, inflation protection, capital stability and tracking of annuity costs. However, 
in order to maintain simplicity and to help moderate administration workloads, the Trustee 
believes that the number of investment options available should be limited to a core range of 
funds.  
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Appendix D: Statement of Investment Principles (continued) 
2. Monitoring of investment advisers and managers (continued)

2.3  Investment Objectives (continued)

Included in the self-select range are three different pre-set investment strategies that target 
above inflation returns during members’ younger years and then switch into assets that target 
preferred methods of withdrawing benefits in later years.  

The Trustee recognises that many members may not wish or consider themselves able to 
make investment decisions. As such, they make available a default investment strategy. This 
aims to provide real long-term investment growth in the early and middle part of members’ 
working lives but then, over the 9 years approaching age 65, switches gradually into funds 
that are more suited to the member requirements at retirement. To ensure members give 
careful selection to their retirement needs the Trustee advises members in advance of 
retirement of the various investment options open to them in the latter years of their 
membership. If a member does not make a selection the Trustee has selected the Annuity 
Lifestyle as the default option.  

The Trustee has delegated to its investment managers the discretion over the day to day 
management of assets, including short-term asset allocation and stock selection, subject to 
the requirements of the Statement.  

All contributions are invested via the Mobius Life Platform.  

The details of the funds offered and their expected returns are detailed in the Appendix. 

The Trustee believes the default lifestyle strategy is in the best interests of members and 
beneficiaries, by its addressing the four main risk types faced by members, which are 
outlined for them in the member materials.  

3. Trustee’s policies

3.1  Types of investments to be held and diversification

After obtaining and considering investment advice, pooled funds have been chosen by the 
Trustee as the appropriate vehicle for the investment of the Plan members’ assets for the 
following reasons:  

- To achieve greater diversification and easier access to markets compared to investing
directly into these markets;

- Simplification of administration;

- Obtaining competitive charges.

The Trustee has adopted a fund range so as to meet member needs for long-term growth, 
inflation protection, capital preservation and annuity conversion protection. This range 
provides growth funds aimed at providing long term returns in excess of price and average 
earnings inflation and defensive funds aimed primarily at members who are approaching 
retirement. The Trustee periodically reviews the fund range to ensure an appropriate mix 
between growth and defensive assets in both the default and self-select strategies such that 
members have sufficient investment opportunities to achieve good outcomes at retirement.  
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Appendix D: Statement of Investment Principles (continued) 
3. Trustee’s policies (continued)

3.2  Risk measurement and risk management processes

The Trustee has considered risk from a number of perspectives, both in relation to the default 
investment arrangements and self-select fund choices. These include:  

a) The risk that future investment returns over members’ working lives do not exceed
inflation and therefore undermine members’ efforts to achieve an adequate retirement
income. This is measured by examining periodically the long-term performance of
different assets relative to inflation. It is managed by investing in growth assets that are
expected to produce returns that exceed long term inflation within the default strategies
and making such funds available under the self-select range of funds.

b) The risk that unfavourable market movements in the years just prior to retirement lead to
a substantial reduction in the levels of members’ retirement savings. This is managed
primarily by making available three different pre-set lifestyle strategies that switch
members’ funds from growth oriented assets to less volatile assets over the nine years
prior to the member’s Target Retirement Age.

c) The risk of there being insufficient investment options available to allow members to meet
their specific risk/return requirements. This is managed by the Trustee engaging with the
Employer Consultative Committee and periodically reviewing members’ investing
patterns as well as market innovations and emerging best practices.

d) The risk that the funds in which monies are invested under-perform in comparison to the
investment managers’ stated objectives. This is measured by the Trustee receiving
quarterly reports on fund managers’ performance against benchmark and managed by
obtaining professional advice on what actions might be appropriate. Also, investing
predominantly in passive funds helps to reduce this risk.

e) The risk that the cost of an annuity increases by more than the value of investments as
members approach retirement. This is managed by making available an annuity
purchase fund that targets changes in annuity prices and by also making available a pre-
set lifestyle strategy that switches members’ funds from growth assets into the annuity
purchase fund over the years prior to Target Retirement Age.

3.3  Realisation of investments 

The Trustee’s policy is that there should be sufficient investments in liquid or readily 
realisable assets to meet cash flow requirements, including the payment of benefits when 
due.  

Members’ Retirement Accounts are held in funds that can be realised to provide pension 
benefits on retirement, or earlier on transfer to another pension arrangement. All of the 
pooled funds used within the DC Section operate daily dealing cycles.  

The Trustee has delegated responsibility for the selection, retention and realisation of 
individual investment securities to the investment managers.  
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Appendix D: Statement of Investment Principles (continued) 
3. Trustee’s policies (continued)

3.4  Suitability of investments

The Trustee has taken advice from its investment advisor to satisfy the aim that the default 
investment arrangement and self-select fund range reflect its aims and objectives and are 
suitable for members’ needs.  

The Trustee reviews the suitability of its default investment arrangement at least every three 
years having regard to factors such as membership demographics and how it expects 
members to withdraw benefits at retirement.  

4. Additional disclosures relating to the default investment arrangements

The ‘Main Default Strategy’ is an annuity purchase arrangement.

In addition, there are two ‘self-select’ funds which are offered to members as they approach
retirement to accommodate members who wish to take the proceeds of their account in cash or
transfer to a drawdown option.

4.1  Objectives of the Main Default Strategy

The Trustee’s objectives in relation to the Main Default Strategy and the ways in which it 
seeks to achieve these are detailed below:  

- To generate returns in excess of inflation during the “growth” phase. The Main Default
Strategy’s growth phase invests 80% of members’ Retirement Account in passively
managed equities and 20% in corporate bonds. These investments are expected to provide
long term growth with some protection against inflation erosion.

- To provide a strategy that reduces investment risk for members as they approach
retirement.

As a member’s Retirement Account grows, investment risk will have a greater impact on
retirement outcomes. Therefore, the Trustee believes that a default strategy that seeks to
reduce investment risk as the member approaches retirement is appropriate. From 9 years
before the default retirement age (age 65), investment in growth assets gradually reduces
and gilts, corporate bonds and other fixed income assets are introduced.

- To offer members a mix of assets at retirement that is broadly appropriate for withdrawing
tax free cash at retirement, purchasing an annuity or moving to a drawdown policy.
Members are provided with the option to select a pathway suited to their requirements.
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Appendix D: Statement of Investment Principles (continued) 
4. Additional disclosures relating to the default investment arrangements (continued)

4.2  Members’ interests

Based on the Trustee’s understanding of members’ needs, the Main Default Strategy’s 
targeting an annuity and a tax-free cash lump sum (up to 25% of a member’s Retirement 
Account) at retirement is expected to be broadly appropriate to meet a typical member’s 
requirements for income in retirement.  

Taking into account the demographics of the Plan’s membership and the Trustee’s views of 
how the membership might behave at retirement, the Trustee believes that the Main Default 
Strategy is appropriate in the medium term and will continue to review it regularly. A more 
formal review of the suitability of the default arrangements will be carried out at least 
triennially, or after significant changes to the Plan’s demographic profile, if sooner.  

The Trustee reviews investment performance and risk on a quarterly basis, and takes 
professional advice as appropriate.  

This statement will be made available via the NFER website 

The Trustee is aware that they must prepare a statement setting out how they have 
implemented their investment policies and explaining and giving reasons for any change 
made to them. It will also cover engagement policy, outlining how the various governance 
requirements have been followed during the year, and describes the voting behaviours of the 
asset managers on their behalf. They will include this implementation statement in the annual 
report and will ensure that the link included in the annual benefit statement sent to members 
also refers to this implementation statement.  

On behalf of the trustee of the Plan 

15 September 2020  
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Appendix – Investment Manager Information  

Individual Fund Options 

Note that under the new 
arrangements, each fund has 
been given a simplified name 
that better describes the 
purposes of the fund. The table 
below shows the new name 
and the actual fund that is 
used. Fund name  

Actual 
Fund used 

Active/ Passive Fund charge  Fund objectives 

Global Equity Index Fund BlackRock 
Equity 
(60:40) 
Fund 

Passive 0.15% p.a. This fund aims to capture the 
returns of the UK and overseas 
stock markets. The fund is split 
approximately 60% in the UK 
share markets and 40% in 
overseas markets.  

Long Gilts Index Fund BlackRock 
Long Gilts 
Index Fund 

Passive 0.15% p.a. This fund invests in over 15 year 
gilts and is aimed at reducing 
volatility as a member 
approaches retirement.  

Long Corporate Bond Index 
Fund  

BlackRock 
Long 
Corporate 
Index Fund 

Passive 0.15% p.a. This fund aims to reduce volatility 
and is invested in over 15 year 
corporate bonds.  

Diversified Growth Fund 50% Baillie 
Gifford Multi 
Asset Fund, 
50% L&G 
Diversified 
Fund 

Active 0.40% p.a. This fund aims to provide long-
term investment growth up to and 
during retirement, and to facilitate 
the drawdown of retirement 
income. It invests globally in a 
range of different asset classes, 
including equities.  

Annuity Purchase Fund Legal & 
General 
Pre-
Retirement 
Fund 

Active 0.13% p.a. This fund invests in Over 15 year 
gilts and highly rated corporate 
bonds. The mix of assets in the 
fund is determined by L&G and 
reflects the investments 
underlying a typical non-inflation 
linked annuity product  

Cash Fund Legal & 
General 
Cash Fund 

Active 0.12% p.a. This fund invests in short term 
cash deposits and money market 
instruments.  


