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Henkel Retirement Benefits Scheme 

  
The Annual Chair’s Statement: 1 January 2019 to 31 December 2019 

Introduction 

The Trustees of the Henkel Retirement Benefits Scheme (the ‘Scheme’) present this Chair’s Statement 

(the ‘Statement’) on governance which conforms with the Occupational Pension Schemes (Scheme 

Administration) Regulations 1996 (the ‘Administration Regulations’). This Statement is based on 

advice and information provided by our advisers, Mercer Limited (‘Mercer’). 

This Statement relates to defined contribution (‘DC’) benefits (also known as money purchase 

benefits) within the Scheme only. DC benefits are provided for members of the 2003 Section (also 

known as the Money Purchase Section) and the Loctite Section, and in respect of additional voluntary 

contributions (‘AVCs’) and “pension bonus” contributions made by or on behalf of eligible members 

of other sections of the Scheme.   

This Statement relates to the period from 1 January 2019 to 31 December 2019 (the ‘Scheme Year’) 

and covers four principal areas: 

1. Investment: The Scheme’s default investment arrangements; 

2. Internal Controls: Core financial transactions; 

3. Value for members’ assessment; and, 

4. Trustee knowledge and understanding. 

Investment 

Default Arrangements 

The Scheme is used by its sponsoring employer as a Qualifying Scheme for auto-enrolment purposes. 

Members who join the Scheme and do not choose an investment option are placed into the default 

investment arrangement for the Scheme. The Trustees are responsible for the Scheme’s investment 
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governance, which includes setting and monitoring the investment strategy for the Scheme’s default 

arrangement. 

The aims and objectives of the investment arrangements, as stated in the SIP, are as follows: 

 Maximising the value of retirement benefits, to attain a reasonable standard of living in 

retirement. 

 Protecting the value of benefits in the years approaching retirement against sudden volatility 

in capital value and fluctuations in the cost of providing benefits. 

A number of the requirements of the Administration Regulations, which are referred to in this 

Statement relate only to a ‘default arrangement’ (as defined in the Administration Regulations).  The 

default arrangements for the Scheme Year are set out below and at Appendix C of the Scheme’s 

statement of investment principles, and include: 

 a default arrangement for new members (the ‘default investment option’); and 

default arrangements for members whose funds have historically been ‘mapped’ into new 

funds (the ‘mapped funds’).  

Statement of Investment Principles 

The Trustees have prepared a statement of investment principles (a ‘SIP’) which sets out the Trustees’ 

objectives and policies in relation to the default arrangements (the ‘default strategy’) and an 

explanation of how the default strategy is intended to ensure that assets are invested in the best 

interest of members whose benefits are invested in the default arrangements. 

A copy of the Scheme’s SIP is set out at Schedule 4 of this Statement. The section of the SIP relating 

to the default arrangements is set out at Appendix C of the SIP.  

Review of default strategy and performance of default arrangements 

The current default for the Scheme at the Scheme Year End is the Lifetime Target Drawdown Strategy.  

This strategy invests in a mix of equity and diversified growth funds during the growth phase. When a 

member is eight years from retirement, assets are de-risked into a diversified mix of assets suitable 

for targeting income drawdown as well as an allocation to cash to facilitate tax free cash withdrawal 

at retirement. 

The last formal review of the default investment arrangement was completed on 18 March 2019, 
which resulted in a change to the default strategy.  The review covered: 
 

 The extent to which the return on investments relating to the default arrangements (after the 
deduction of charges relating to those investments) is consistent with the aims and objectives of 
the Trustees in respect of the default arrangements (both the default investment option and the 
mapped funds as recorded in the SIP).  
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 The default investment option’s glidepath strategy.  This involved examination of the following 

data: 

 Industry analysis and general trends in DC pensions; 

 Detailed analysis of the risk / expected return metrics of the current default investment 

option, Lifetime Targeting Annuity, against alternative proposed strategies; 

Member demographic analysis of the Scheme’s current membership together with 

Scheme experience of how members were electing to take their benefits at retirement; 

and, 

 A review of the existing underlying funds and their strategic allocations.   

Outcome of the review 

The Trustees offer members three lifetime strategies, which target annuity, drawdown and cash on 

retirement. Details of the three lifetime strategies are set out in the SIP. The Lifetime  Targeting 

Income Drawdown is the new default investment option, implemented over the Scheme year. Prior 

to this review, the default strategy was the Lifetime Targeting Annuity.  

The Trustees have decided to update the default lifetime strategy to one targeting a more flexible 

outcome of income drawdown (Lifetime Targeting Drawdown) as the data showed a clear trend both 

within the membership and the wider market that mean the Trustees believe members are more likely 

to access income drawdown at retirement.  The drawdown lifestyle strategy was updated to include 

an allocation to a multi-asset fund, which has been designed specifically for the purpose of being 

suitable for an income drawdown strategy.   

The final part of the review related to the global equity allocation during the growth phase of all three 

lifestyle strategies. The decision was taken not to make any changes to the equity allocation at this 

time. The Trustees will continue to consider various aspects of the equity allocation moving forward. 

The implementation of the new default was effected by moving members in the current default 

investment option to the new default investment option, if they were more than six years from their 

target retirement date. The Trustees decided that members in the previous default strategy who were 

six years or fewer from their target retirement date will remain invested in their current arrangement, 

which will be maintained as a legacy default investment option.   

This is because these members have already received communications notifying them of the 

commencement of de-risking with the target being aligned with purchasing an annuity at their target 

retirement date.  As such, they may have already started planning for this outcome.  Furthermore, 

these members may be subject to transition costs, which may not be recouped before their retirement 

date given their closer proximity to retirement.   

The Trustees consider this approach to be in the best interests of members and beneficiaries. The 

Trustees will continue to monitor the default investment option and will make amendments as 
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appropriate based on analysis of the likely requirements of the Scheme members and future 

developments in the investment products available to DC investors.   

All members will retain the right to apply their own asset allocation within the Scheme’s fund options 

if they consider the default strategy is not suitable for their personal requirements. Members should 

therefore review the default investment option and self-select options available to them to 

determine which options are the most suitable for them. The Trustees are unable to provide advice 

to members in this respect.  

The Trustees have incorporated the views of membership where possible with respect to the fund 

range offered to members. Following feedback, the Trustee added the Ethical Aviva Pension MyM 

LGIM Global Ethical Equity Index Fund. Members can review the wide range of information on the 

Aviva My Money platform, Scheme literature and seek their own personal advice as they consider 

appropriate.   

The Trustees regularly monitor the performance of the default arrangement and will formally review 

both this and the strategy at least every three years. The next review is due to take place by H2 2022 

or immediately following any significant change in investment policy or the Scheme’s member profile. 

Mapped Funds 

The previous section details the default investment option chosen by the Trustees which members 

are defaulted into when they join the Scheme.  

However, it is possible for pension schemes to have additional ‘default arrangements’ where 

members have been switched between funds when changes have been made to the fund line up, 

without having to provide positive confirmation (i.e. they were transferred by the Trustee into a new 

fund that best matched or improved on their old fund without the Trustee requiring written 

agreement from the member).  

Since April 2015, there have been a number of mapping exercises resulting in the following ‘mapped 

funds’. 

Previous 
Fund/Arrangement 

Current Fund Date Undertaken  Reason for Creation 

Money Purchase Section 

L&G Global Equity 
(60:40) Index Fund 

Aviva Pension MyM 
BlackRock (30:70) Currency 
Hedged Global Equity Index 
(Aquila C) Fund 

December 2015 

These defaults were 
created when funds 
were mapped to the 
Aviva Platform 
(previously Friend’s 
Life) as part of the 
transition of the 
Scheme assets to the 
Aviva platform.  

L&G AAA-AA Fixed 
Interest Over 15 
Year Targeted 
Duration Fund 

50% Aviva Pension MyM 
BlackRock Over 15 Year Gilt 
Index (Aquila C) Fund and 
50% Aviva Pension MyM 
BlackRock Over 15 Year 

December 2015 
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Corporate Bond Index 
(Aquila C) Fund 

L&G Cash Fund  
Aviva Pension MyM 
BlackRock Institutional 
Sterling Liquidity Fund 

December 2015 

Aviva Pension MyM 
BlackRock DC 
Diversified Growth 
Fund 

Aviva Pension MyM 
Diversified Growth Strategy 

October 2017 

Result of movement of 
main scheme member 
assets from the 
BlackRock DGF to the 
blended DGF 
arrangement. 

Loctite Section 

L&G Consensus 
Index Fund 

80% Aviva Pension MyM 
BlackRock (30:70) Currency 
Hedged Global Equity Index 
(Aquila C) Fund 
20% Aviva Pension MyM 
BlackRock Over 15 Year Gilt 
Index (Aquila C) Fund 

December 2015 

 
 
 
These defaults were 
created when funds 
were mapped to the 
Aviva Platform 
(previously Friend’s 
Life) as part of the 
transition of the 
Scheme to the Aviva 
platform. 
 
 
 
 
 

L&G Over 15 Year 
Gilts Index Fund 

Aviva Pension MyM 
BlackRock Over 15 Year 
Corporate Bond Index 
(Aquila C) Fund 

December 2015 

L&G Cash Fund  
Aviva Pension MyM 
BlackRock Institutional 
Sterling Liquidity Fund 

December 2015 

Pension Bonus contributions  

BlackRock DC 
Balanced Growth 
Fund 

80% Aviva Pension MyM 
BlackRock (30:70) Currency 
Hedged Global Equity Index 
(Aquila C) Fund 
20% Aviva Pension MyM 
BlackRock Over 15 Year Gilt 
Index (Aquila C) Fund 

December 2015 

 
These defaults were 
created when funds 
were mapped to the 
Aviva Platform 
(previously Friend’s 
Life) as part of the 
transition of the 
Scheme to the Aviva 
platform. 

BlackRock DC  
Pre-Retirement 
Fund 

Aviva Pension MyM LGIM 
Pre-Retirement Fund 

December 2015 

BlackRock Cash 
Fund 

Aviva Pension MyM 
BlackRock Institutional 
Sterling Liquidity Fund 

December 2015 

Certain AVC contributions  

Equitable Money 
Fund  

Aviva Pension MyM 
BlackRock Institutional 
Sterling Liquidity 

December 2017 
Ex–Equitable Life  
policyholders in the  
Equitable Life Money 
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Fund were moved into 
this fund in the main 
Scheme. 

Equitable Life 
Managed Fund 

50% Aviva Pension MyM 
BlackRock Aquila Life (30:70) 
Currency Hedged Global 
Equity Index / 50% Aviva 
Pension MyM Diversified 
Growth Strategy (the default 
strategy’s growth fund) 

December 2017 

Ex–Equitable Life  
policyholders in the 
Equitable Life Managed 
Fund were moved into 
a 50:50 combination of 
these two funds in the 
main Scheme. 

 

Prior to mapping members' investments across to the replacement funds, the Trustees took 

appropriate investment advice and considered these funds to be suitable for members in order to 

keep them in a similar type of investment fund as they were in previously and taking account of the 

demographics of the members invested in the funds.   

The Trustees reviewed the mapped funds as part of the wider review of the default investment 

arrangements, as previously discussed. The Trustees believe that these arrangements remain suitable 

and appropriate for members. Each fund is monitored on an ongoing basis with formal quarterly 

reviews.   This review commenced on 17th September 2018 and was completed on 18 March 2019. 

Internal Controls: Core Financial Transactions 

The Trustees have a specific duty to ensure that core financial transactions relating to DC benefits are 

processed promptly and accurately.  This includes the investment of contributions, transfer of 

member assets into and out of the Scheme, transfers between different investments within the 

Scheme and payments to and in respect of members. 

These transactions are undertaken on the Trustees’ behalf by the Scheme’s platform provider, 

Aviva, with whom the Trustees hold a long term contract to administer the Scheme’s assets. The 

Trustees appointed Aviva in December 2015 because they: 

 Are one of the UK market leaders in Bundled DC pension provision; 

 Offer access to a suitable range of funds that met the Trustees stringent requirements; 

 Give members on-line access to fund information, guidance transactions and help; and, 

 Provide support with member education and communication.  

 

Over the Scheme year, the delivery of Aviva’s services was independently overseen by Mercer 

Workplace Savings (‘MWS’), which provided an additional layer of governance and operational 

oversight. The Trustees have also agreed service levels and reporting of performance against those 

service levels based on industry benchmarks with financial penalties imposed if service level 

targets are missed for a period of time.  Further details on the service level agreements (‘SLAs’) 

can be found at Schedule 1 to this Statement.   
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Aviva records all member transactions and benefit processing activities in a work management 

system which assigns the relevant timescale to the task. Aviva’s governance reports disclose their 

performance against these agreed timescales and are provided each quarter.   

The Trustees: 

 Consider these reports when received and they are reviewed against the targets set;  

 

 Understand that 100% completion against SLA will not always be possible, however it does 

request further information from Aviva in the case of consistent service delivery 

underperformance. 

The Trustees also monitor the accuracy of the Scheme’s common data annually. If there is a decline 

in common data score, the reasons for these are discussed together with the remedial measures 

available to the Trustees. 

As a wider review of the Scheme administrator in general, the Trustees receive the Scheme 

administrator’s assurance report on internal controls annually.  For the Scheme Year, the report 

noted that in all material aspects, its controls were suitably designed and those tested operated 

effectively.  

The auditor to the Scheme, Crowe U.K. LLP, performs testing of contributions as part of the audit 

of the Scheme’s annual report and accounts, and the Trustees arrange for spot checks of member 

contributions and benefit payments to be made. 

The table in Schedule 1 also sets out the SLAs for the Scheme’s core financial transactions and the 

controls that existed during the Scheme Year to ensure accuracy and promptness. The Trustees 

believe that core financial transactions were processed promptly and accurately during the Scheme 

Year, and there were no material administration errors in relation to core financial transactions .  

The Trustees also maintain the Scheme’s Risk Register, which sets out the key risks for the Scheme 

and its membership.  A delegated group of the Trustees carry out a thorough review of the risk register 

every two years outside of their Trustee meetings. In addition, the Trustees have reviewed the 

sections of the Scheme that provide DC benefits against the DC Code of Practice. As with the Risk 

Register, a delegated group of the Trustees carries out a thorough review of the Scheme against the 

DC code every two years. The last review took place in 2018 with the findings and any areas for 

improvement reported back at the following Trustee meeting. This will be reviewed again in 2020.  

Information was not available from the providers of certain legacy AVC investments (which are set 

out in the table on page 9) (the ‘Legacy AVC Providers’) regarding service level agreement and 

performance relating to core financial transactions. The Trustee will continue to engage with the 

Legacy AVC Providers on an ongoing basis through regular requests for information and will provide 

this information with regards to the assessment of core financial transactions of the Legacy AVC 

Providers at the earliest available opportunity. 
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Charges and transactions costs 

The Trustees monitor and measure the charges for the DC benefits each year to ensure they represent 

good value for members.  This is carried out formally via the annual value for member’s assessment 

which is prepared by Mercer for the Trustees. 

The Total Expense Ratios (‘TERs’) are the costs associated with managing and operating the funds. The 

total TER payable by a Member will depend on their investment weighting across all funds.  Under the 

lifetime strategies, the progress that a Member has made towards de-risking will be a significant factor 

in determining their total TER. 

The TERs for the default arrangements are below the charge cap legislation requirement of 0.75% p.a. 

that applies to default arrangements.   

As part of the value for member’s assessment, all the funds available to members have been assessed 

as providing good value for members. 

The tables below provide information on the TERs applicable to funds offered in the three lifestyle 

strategies (targeting annuity, cash and income drawdown), the mapped funds and the self-select fund 

range.   

The TERs have been provided by Aviva and include the Annual Management Charge (‘AMC’) and other 

expenses associated with the running and management of the funds (which will vary slightly from 

time to time).  The TERs are stated as at December 2019. 

Lifetime Strategies (Targeting Annuity, Cash or Drawdown) 

Fund 
TER  

(% p.a.) 

Aviva Pension MyM BlackRock Aquila Life (30:70) Currency Hedged Global Equity 
Index 

0.29 

Aviva Pension MyM Diversified Growth Strategy 0.70 

Aviva Pension MyM LGIM Pre-Retirement  0.29 

Aviva Pension MyM LGIM Retirement Income Multi Asset Fund 0.52 

Aviva Pension MyM BlackRock Institutional Sterling Liquidity 0.22 
Source: Aviva as at 31 December 2019.  These funds are also available as self-select options for members with the 
exception of the Aviva Pension MyM LGIM Retirement Income Multi Asset Fund. 
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Mapped funds 

Fund 
TER  

(% p.a.) 

Aviva Pension MyM BlackRock (30:70) Currency Hedged Global Equity Index (Aquila 
C) 

0.29 

Aviva Pension MyM Diversified Growth Strategy 0.70 

Aviva Pension MyM LGIM Pre-Retirement 0.29 

Aviva Pension MyM BlackRock Institutional Sterling Liquidity 0.22 

Aviva Pension MyM BlackRock Over 15 Year Corporate Bond Index (Aquila C) 0.23 

Aviva Pension MyM BlackRock Over 15 Year Gilt Index (Aquila C) 0.22 
Source: Aviva as at 31 December 2019. 

Self-select fund range 

Fund 
TER  

(% p.a.) 

Aviva Pension MyM BlackRock UK Equity Index 0.22 

Aviva Pension MyM BlackRock World (ex UK) Equity Index 0.22 

Aviva Pension MyM BlackRock Over 15 Year Corporate Bond Index 0.23 

Aviva Pension MyM BlackRock Over 15 Year Gilt Index 0.22 

Aviva Pension MyM BlackRock Over 5 Year Index-Linked Gilt Index 0.22 

Aviva Pension MyM LGIM Global Ethical Equity Index Fund 0.37 
Source: Aviva as at 31 December 2019. 

The charges in the tables above do not include transaction costs.  Transaction costs are costs incurred 

by fund managers as a result of buying, selling, lending or borrowing investments.  These costs are 

taken into account by the fund managers when calculating the unit price for each of the funds.  These 

costs are shown in Schedule 2 with a statutory illustration of the impact of transaction cost provided 

in Schedule 3.  The Trustees note that transaction costs for all funds wasn’t able to be provided by 

Aviva as data from the underlying managers was not available at the time of writing. The Trustees will 

continue to monitor this through regular requests for the data to ensure that full costs can be provided 

in the future.  

AVC and pension bonus contributions 

A proportion of contributions relating to AVCs and “pension bonus” contributions are invested 

alongside regular contributions with Aviva in the funds listed above. Charges and transaction costs 

information for these policies are provided in Schedules 2 and 3 respectively.  

At the start of the Scheme Year the Trustees also held legacy AVCs investments with the following 

Legacy AVC Providers:  

  



10 
 

 

Provider Unit-linked Funds With-Profits Funds 

Equitable Life Managed 

Money 
Equitable Life With Profits 

Phoenix Life Managed Fund  

Prudential 
 

Prudential With Profits Cash 

Accumulation 

 

The Trustees reviewed the AVC arrangements in November 2016 and agreed no action was to be 

taken in relation to With-Profits Investments, given the guarantees that apply under each policy. The 

Trustees then carried out a further feasibility review in April 2017 with regards to rationalising the 

unit-linked funds into funds in the Scheme’s fund range.  

Following the 2017 review, 27 members with c. £165k of assets in unit-linked policies were mapped 

to lower cost and highly rated funds by Mercer in the Scheme’s fund range.  Members within 2 years 

to retirement were asked if they wished to remain in their current arrangements due to the cost 

implications of moving assets.  One member was not moved as a result of this. 

Over the Scheme year, the Trustees were notified of the intended sale of Equitable Life to Utmost Life 

and the proposed closure of the With Profits Fund. This sale was approved by the High Court and the 

sale proceeded as planned on 1 January 2020. The Equitable Life With Profits Fund was closed and 

assets were transferred to the Utmost Life Secure Cash Fund. To compensate members for the loss of 

guarantees an Uplift to the value was applied upon transfer. Members affected by the sale of 

Equitable Life to Utmost Life have been communicated with and the Trustees plan to review the new 

arrangements at Utmost Life with their advisors and consider any actions to be taken in respect of the 

assets with Utmost Life during 2020. 

The Trustees monitor the AVC arrangements on a regular basis, the next formal review of these 

arrangements is due to be undertaken in 2020. 

The Trustees have requested charge and transaction cost information for AVC arrangements, however 

limited information was available for the Phoenix Life and Prudential policies, the information 

available is shown in Schedule 3.  The Trustees will continue to monitor progress of providers in 

disclosing these costs, by requesting the information on a regular basis and will provide them in the 

statement following the publishing of the costs when available. An illustration of costs and associated 

fees for the Utmost Life policies have been provided and are shown in Schedule 3.  
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Value for Members’ assessment  

The Trustees have undertaken a review of the charges and transaction costs (where available) 
incurred by members in order to ascertain whether or not they represent good value for members.   
This review was conducted by the Trustees based on advice from Mercer and is repeated annually. 
The assessment was undertaken taking account of the Pensions Regulator’s Code of Practice No.13 
(Governance and administration of occupational trust-based schemes providing money purchase 
benefits).  
 
The assessment carried out in 2020 (for 2019) concluded that all the Scheme funds except one have 
performed in line with their benchmarks over the one-year period, the fees are below the median 
manager fee for a comparable universe for all but one fund and funds are highly rated by Mercer.  
Additionally, the member-borne fee in respect of the administrative and platform charges is broadly 
competitive with what could be obtained via another bundled arrangement. The Trustees note that 
value for money does not necessarily mean the lowest fee, and the overall quality of the service 
received has also been considered in this assessment as well as the additional value that members 
receive through access to online tools, communications and oversight of the Trustee board. 
 
We can therefore conclude that the charges and transaction costs, where information is available 
(information was not available for the  Phoenix Life or Prudential AVC policies) relating to the funds 
offered to members of the Scheme represent good value for money for members.   
 
Trustee knowledge and understanding 

The Trustees maintain an appropriate level of knowledge and understanding which, together with 

professional advice available to them, enables them to properly exercise their functions and duties in 

relation to the Scheme and in accordance with the legal requirements.   

The Trustees are conversant with, and have a working knowledge of, the current Statement of 

Investment Principles. The Trustees also have access to and a working knowledge of all relevant 

Scheme documents, including the Trust Deed and Rules. The Trustees also have an appropriate level 

of knowledge and understanding of matters such as the law relating to pensions and trusts, and the 

principles relating to investment of pension scheme assets.   

The knowledge of Scheme documents and understanding of matters in relation to pensions and trusts 

has been achieved on an ongoing basis with preparation for and discussion at Trustee meetings, input 

and training from the Scheme’s lawyers and Scheme Actuary when needed.  Furthermore, the 

sponsoring employer of the Scheme, Henkel Limited (the ’Company’), supports Trustee training and 

there is an agreed policy and budget in place which Trustees are able to utilise to arrange the training 

they feel they require, supported by ad-hoc training provided to the Board as a whole during meetings. 

The table below details the basis of appointment for each Trustee. 
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Name Basis of Appointment 

Capital Cranfield Pension Trustees Limited 

represented by Geoff Ashton 

Independent Chair of Trustees– Appointed by 

the Company 

Paul Spackman Company Appointed Trustee 

Robert Ferneyhough Company Appointed Trustee 

Andy Place Company Appointed Trustee 

Mark Crane Member Nominated Trustee 

Karl Bethell Member Nominated Trustee 

 

The presence of an independent Trustee aids the Scheme further in meeting its governance 

requirements. Capital Cranfield work for a broad range of clients and are familiar with the law relating 

to pensions and trusts. Capital Cranfield undertake regular training on investment matters and are 

regular commentators on the wider pensions market. The independent Trustee has sufficient 

knowledge of investment matters to be able to challenge their advisor. This can be demonstrated 

through the qualifications held by the Trustee and their continued involvement with many pension 

schemes. The Trustee is also subject to CPD requirements of the actuarial profession.  The professional 

Trustee representing Capital Cranfield has undertaken regular training throughout the year and holds 

a number of qualifications including: 

 Fellow of the Pensions Management Institute (PMI). 

 Holds a PMI Trustee Certificate earned by examination. 

 Earned PMI Continued Professional Development (CPD) Certificate confirming achievement 

of 25 hours in 2018 of appropriate training and development as approved by PMI. 

 Completed all of the Pensions Regulator’s Toolkit modules passing all the tests set including 

with “distinction”, “How a DC Scheme Works” and “Investment in a DC Scheme”. 

 In 2019 managing and working with Mercer to develop further the strategy for the Scheme’s 

default investments after researching market developments and trends. 

 Attended various industry conferences and training covering a wide range of pensions issues 

in 2019 including in relation to DC scheme investment, compliance and scheme operation. 

 In 2019, sitting on a wide range of private sector scheme boards including reviews and 

management of those scheme’s respective DC sections. 

For new Trustees joining the Board there is a Trustee Induction Plan in place that requires new 

Trustees to complete the Pensions Regulators’ toolkit and a Scheme specific introductory training 

session within six months of appointment.  Adherence to this is monitored at the bi-annual Trustees’ 

meetings. There were no new Trustee appointments over the Scheme year. All Trustees have 
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completed the Pension Regulator’s Trustee Toolkit with their knowledge of the toolkit enhanced 

further throughout the Scheme year through training. Further information can be found in the section 

below. The Trustees maintain a Trustee training log to keep a record of training undertaken. 

The Trustees undertook a training gap analysis in March and April 2019.  This gap analysis was 

discussed at the April 2019 Trustees’ meeting and further training sessions will be arranged following 

the Trustees’ analysis and agreement on those items with the lowest confidence score.   

Examples of training undertaken over the Scheme year include: 

 The Trustees undertook training in respect of the default investment strategy over multiple 
sessions for those Trustees who are part of the Investment Sub-Committee as part of the 
requirements to review the default every three years. The Trustees considered the latest 
trends within the pensions industry, the latest investment products available as well as 
understanding the demographics of the membership as part of the process. 

 The Trustee received training at the 18 March 2019 ISC meeting, for those Trustees who are 
part of the Investment Sub-Committee, regarding the requirements to add policies 
considering financially and non-financially material issues, including Environmental, Social and 
Governance (‘ESG’) topics to the Scheme Statement of Investment Principles. 

 At the 8 April 2019 Trustee meeting, the Trustees undertook training on various topics 
included in the Trustee toolkit including: Actuarial Valuations & Funding Updates, Liability 
Management – Buy-ins, GMP equalisation and PPF Levy management. 

 At the 22 October 2019 Trustee meeting, the Trustees undertook training on various topics 
included in the Trustee toolkit including: Actuarial Valuations, the Anti-Money Laundering 
Regime, Conflicts of Interest and Trustee Board effectiveness. 

 The Trustees will undertake further training on Environmental, Social and Governance (‘ESG’) 
topics and a further Trustee toolkit blitz refresh on various topics during 2020.   

Based on undertaking sufficient training and actions undertaken over the year, the Trustees have 

confirmed that they have sufficient knowledge and understanding of the relevant principles relating 

to the funding and investment of occupational schemes as well as the laws that govern pensions and 

trust arrangements. The level of Trustee knowledge and understanding continues to be reviewed on 

an ongoing basis with DC items included at every Trustee meeting.     

I confirm that the above statement has been produced by the Trustees and is accurate to the best 

of our knowledge.  

This statement was signed by Capital Cranfield Pension Trustees Limited represented by Geoff 
Ashton as the Independent Chair of Trustees on 15 July 2020.  
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SCHEDULE 1 – Core Financial Transactions: Service Level Agreements (SLAs) 
 

Core Financial 
Transaction 

Key Internal Control 
Promptness 

Contribution 
processing 

Subject to the completion of the longest delayed dealing cycle, Aviva 
shall process regular contributions and allocate to member policies 
within two business days of receipt of the validated contribution 
schedule and reconciled payment. 

Member Investment 
Transactions 

Aviva shall action investment transaction (switches, redirections and 
single contributions where appropriate) requests from Members or 
Trustees within three business days from the date of receipt of 
complete instructions. 

Processing Payments 
out 

Subject to the completion of the longest delayed dealing cycle, Aviva 
shall process payments out within five business days of receipt of the 
completed payment authority form and all required documentation 
from the authorised party.  
In respect of payments to Members on retirement, the period of five 
business days referred to in this SLA shall commence from the normal 
retirement age of the retiring Member. 

Transfer in 
processing 

Subject to the completion of the longest delayed dealing cycle, Aviva 
shall issue confirmation to Members or Trustee Clients that 
transferred assets have been allocated as at the date of receipt of 
both payment and complete documentation within five business days 
of receipt. 

  
Over the year the Trustees monitored the performance of the Scheme against target SLAs. Across 
the year the performance against service levels was generally positive and in line with SLAs with 
some minor dips in processing payments out of the Scheme.  
 
The Trustees understand that 100% completion against target SLAs will not always be possible and 
requests and discusses further information from Aviva when necessary on quarterly calls, alongside 
the ongoing governance overlay and engagement provided by the relationship with Mercer 
Workplace Savings (‘MWS’) who query and investigate cases of consistent service delivery 
underperformance. MWS is currently engaging with Aviva around the area of processing out in order 
to drive more consistent performance results in this area. The Trustees will continue to monitor 
performance moving forward to look ensure improvements are made. 
 
Information was not available from the AVC providers regarding service level agreement and 
performance relating to core financial transactions. The Trustee will continue to engage with the 
Legacy AVC Providers on an ongoing basis through regular requests for information and will provide 
this information with regards to assessment of core financial transactions of the Scheme’s AVC 
providers when made available. 
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SCHEDULE 2 – Transaction costs  
 

Explanatory Notes: 

The tables on the following pages show the administration and transaction costs for each fund in your scheme and is 
provided to assist with value for money / value for member assessments. The FCA has prescribed the ' slippage cost' 
methodology for calculating transaction costs.  The slippage cost methodology calculates the transaction cost of buying or 
selling an investment as the difference between the price at which an asset is valued immediately before an order is placed 
into the market and the price at which it is actually traded.  Where fund managers have not used this methodology it is 
shown below.  

       

The data in the table below shows the following:     

Total Transaction 
Cost 

The total annual fund transaction costs. This is the total of the 'Buying and Selling' costs and 'Lending and Borrowing' costs 
as described below.  

Buying and Selling 
Transaction Cost 

Where it is an internal fund, which is a fund managed to an investment mandate set by Aviva UK Insurance, these are the 
costs incurred in buying and selling units in the Aviva insured fund and the costs incurred by this fund in buying and selling 
its holdings. 
 
Where the Aviva insured fund invests in an external fund these are the annual costs incurred in buying and selling units in 
the underlying external fund and the annual costs incurred by the underlying fund in buying and selling its holdings. 

Lending and 
Borrowing 
Transaction Cost  

The annual costs incurred by either the Aviva insured fund and / or the underlying fund in lending and borrowing its 
holdings.  

Transaction Cost 
Data Missing 

The percentage of the fund value for which underlying fund cost data is missing. As a result of this we cannot provide the 
total transaction costs for this fund. This includes when: 
a) the fund manager has provided no transaction costs 
b) the fund manager has not provided costs for a certain percentage of their fund  

Slippage Cost 
methodology not 
used 

The percentage of the fund for which transaction costs have been calculated using a method other than the slippage cost 
methodology.  
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Scheme Section: Henkel Retirement Benefits Scheme – Money Purchase Section (N11198), Money Purchase Section (N11210), Loctite Section 
(N11228), AVC and Pension Bonus contributions (N11225), AVC and Pension Bonus contributions (N11227) 

Fund Name 
Total 

Transaction 
Cost % 

Buying and 
Selling 

Transaction 
Cost % 

Lending and 
Borrowing 

Transaction 
Cost % 

% of fund 
without EFM 

costs 

Exposure to 
Non Slippage 

Cost 
methodology 

(%) 

Comments Additional Information 

Av MyM BlackRock Aq Connect 
World ex UK Equity Index 

-0.0517% -0.0553% 0.0036% 0% 0%   

Av MyM BlackRock Aq Connect UK 
Equity Index 

-0.1314% -0.1364% 0.0050% 0% 0%   

Av MyM BlackRock Aq Connect 
Over 15 Year Gilt Index 

-0.0094% -0.0095% 0.0001% 0% 0%   

Av MyM Legal & General (PMC) 
Pre-Retirement 

0.0069% 0.0067% 0.0002% 0% 0% 

Only external cost has been provided because fund 
managers have not provided fair value prices 
required to calculate Aviva's costs of buying and 
selling units with the underlying funds. 

Av MyM BlackRock Aq Connect 
Over 5 Year Index-Linked Glt Idx 

0.0337% 0.0337% 0.0000% 0% 0%   

Av MyM Diversified Growth 
Strategy 

0.3879% 0.3824% 0.0055% 0% 34% 

The costs provided represent those incurred by the 
underlying fund in buying and selling its holdings and 
do not include those incurred by the Aviva fund in 
buying and selling units in the underlying fund(s). 

Av MyM Legal & General (PMC) 
Ethical Global Equity Index 

0.0076% 0.0025% 0.0051% 0% 0% 

Only external cost has been provided because fund 
managers have not provided fair value prices 
required to calculate Aviva's costs of buying and 
selling units with the underlying funds. 

Av MyM BlackRock Aq Connect 
(30:70) Curr Hdgd Glbal Eq Index 

-0.0355% -0.0441% 0.0086% 0% 0%   

Av MyM BlackRock Aq Connect 
Over 15 Year Corporate Bond Idx 

-0.1479% -0.1527% 0.0048% 0% 0%   

Av MyM BlackRock Institutional 
Sterling Liquidity 

0.0109% 0.0109% 0.0000% 0% 0% 

Only external cost has been provided because fund 
managers have not provided fair value prices 
required to calculate Aviva's costs of buying and 
selling units with the underlying funds. 
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Av MyM Legal & General (PMC) 
Retirement Income Multi Asset  

-0.0114% -0.0178% 0.0064% 0% 0%  

Source: Aviva as at 31 December 2019. These costs represent the annual costs for the Scheme year. Due to differences in exposure to non-cost slippage cost methodology only one 
year costs are shown. The Trustee will endeavour to provide an average of transaction costs where possible in future statements. 
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SCHEDULE 3 – Costs and charges illustrations 

Using the charges and transaction cost data provided by Aviva and in accordance with regulation 
23(1)(ca) of the Administration Regulations, the Trustees have prepared an illustration detailing the 
impact of the costs and charges typically paid by a member of the Scheme on their retirement 
savings pot. The statutory guidance provided has been considered when providing these examples. 
 
The illustration on the next page has taken into account the following elements: 

 Savings pot size; 

 Contributions; 

 Real term investment return gross of costs and charges; 

 Adjustment for the effect of costs and charges; and, 

 Time. 
 
To ensure that these calculations are representative of the membership, the Trustees have made 
some assumptions in the producing these illustrations: 
 

1. The illustration starts at age 19 (the age of the youngest member) and continues until 
age 65 (Normal Retirement Age); 

 
2. A starting pot size of £500 which is the median pot size of the youngest active members; 

 
3. A salary of £19,000 which is the median salary of the youngest active members; 

 
4. The default contribution level, 9% p.a.; 

 
5. Gross (before fees) investment return assumptions and the reason for the funds chosen 

in the illustration: 
 

a. Default Investment Option – Lifetime Targeting Income Drawdown (most popular 
fund in terms of assets and number of members invested): -1.0% to 2.5% p.a gross 
expected real return relative to inflation. 

b. Aviva Pension MyM BlackRock Institutional Sterling Liquidity (cheapest fund and 
fund with lowest expected return): -1.0% p.a. gross expected real return relative to 
inflation. 

c. Aviva Pension MyM Diversified Growth Strategy (most expensive fund): 1.8% p.a. 
gross expected real return relative to inflation. 

d. Aviva Pension MyM BlackRock UK Equity Index (fund with highest expected 
investment return): 2.5% p.a. gross expected real return relative to inflation. 
 

6. As per prescribed guidance, an inflation assumption of +2.5% has been used in 
producing these illustrations. 

 
The returns are not guaranteed.  
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Years 

Default Fund 
Cheapest fund and 
fund with lowest 
expected return 

Most expensive fund 
Fund with highest 

expected investment 
return 

Lifetime Income 
Drawdown 

Aviva Pension MyM 
BlackRock 

Institutional Sterling 
Liquidity 

Aviva Pension MyM 
Diversified Growth 

Strategy 

Aviva Pension MyM 
BlackRock UK Equity 

Index 

Before 
Fees and 
Charges 

After 
Fees and 
Charges 

Before 
Fees and 
Charges 

After 
Fees and 
Charges 

Before 
Fees and 
Charges 

After 
Fees and 
Charges 

Before 
Fees and 
Charges 

After 
Fees and 
Charges 

1 2,240  2,225  2,197  2,192  2,242  2,237  2,247  2,223  
2 4,021  3,978  3,878  3,864  4,028  4,014  4,045  3,976  
3 5,844  5,759  5,542  5,515  5,858  5,831  5,895  5,761  
4 7,709  7,571  7,189  7,146  7,734  7,689  7,798  7,577  
5 9,619  9,412  8,820  8,757  9,657  9,590  9,757  9,426  

10 19,859  19,080  16,737  16,524  20,016  19,761  20,436  19,177  
15 31,360  29,570  24,270  23,830  31,738  31,143  32,755  29,828  
20 44,277  40,951  31,437  30,701  44,999  43,879  46,967  41,463  
25 58,782  53,299  38,257  37,163  60,003  58,132  63,361  54,172  
30 75,073  66,696  44,746  43,242  76,979  74,081  82,274  68,056  
35 93,368  81,231  50,921  48,960  96,185  91,928  104,092  83,221  
40 113,689  96,870  56,796  54,338  117,916  111,899  129,262  99,787  
45 133,698  112,099  62,386  59,396  142,502  134,247  158,298  117,884  
46 136,704  114,398  63,472  60,371  147,794  139,026  164,620  121,699  

These illustrations have been produced using the fund charge and transaction cost data found elsewhere in this statement for the funds 
shown. As stated previously the transaction cost data used for these projections has used the one year costs due to differences in 
exposure to non-slippage cost methodology between this year and previous years. Where transaction costs for the relevant funds are 
negative for the purpose of the illustrations costs are assumed to be zero as negative transaction costs represent gains to members and 
are not likely to repeat on average. 

 
AVC and pension bonus contributions 

As previously discussed in the main body of the statement, full cost and charge illustration 
information was not available for the Phoenix Life or Prudential policies, the Trustee will continue to 
engage with the Legacy AVC Providers on an ongoing basis through regular requests for information 
and will provide this information when made available. The information provided by these providers 
to date as well as Utmost Life is shown in the rest of this schedule. 
 
Phoenix Life  
 
Phoenix Life were unable to provide transaction cost data or illustrations in respect of the policies 
held by HRBS. As at 3 January 2020, members were only invested in the Phoenix Life Managed 
Pension Fund. Phoenix Life has confirmed that there is an annual fund charge of 1.03% applicable for 
this fund. 
 
 
 
 
 



 

20 
 

 
 
 
Utmost Life (Formerly Equitable Life) 
The following table shows the management fees and the transaction costs of the funds managed by 
Utmost Life (formerly Equitable Life) to 31 December 2019. 

 

 
 
Transaction Cost Illustrations   
 
Equitable Life has provided the following illustrations for the AVC policies held by members of the 
Scheme. These will differ in methodology and assumptions to those shown for the main DC assets  
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Prudential 
 
Prudential are unable to provide transaction cost illustrations as they have concluded that AVCs that 
they manage are out of scope of the Occupational Pension Schemes (Administration and Disclosure) 
Regulations 2018, including the development and provision of illustrative examples for scheme use. 
 
Prudential has confirmed that as at 31 December 2019, the only holdings in the policy were in the 
Prudential With-Profits Cash Accumulation Fund. Prudential state that the With-Profits Fund’s 
management charge depends on the performance of the With-Profits Fund, in particular the 
investment return and our expenses. Prudential currently expect this charge to be 0.80% a year, 
based on the assumption that future investment returns from the With-Profits Fund will be 5% per 
year. 
 
For the year to 31 December 2019, the transaction costs associated with the With-Profits Cash 
Accumulation Fund was 0.09%.  



 

22 
 

 
SCHEDULE 4 –Scheme’s Statement of Investment Principles – Money Purchase Section, Loctite 
Section & AVCs and Pension Bonus contributions  
 

STATEMENT OF INVESTMENT PRINCIPLES 
September 2019 
HENKEL RETIREMENT BENEFITS SCHEME  
DB & DC SECTIONS  

 

1. Introduction 

The purpose of this Statement of Investment Principles (the “Statement”) is to record 
the investment arrangements adopted by the Trustees of the Henkel Retirement 
Benefits Scheme (“the Scheme”) for the Henkel DB Section and the Henkel DC 
Section and the rationale behind those arrangements.  

The Scheme is comprised of several sections.  Some sections provide benefits on a 
defined benefit (“DB”) basis and others on a defined contribution (“DC”) basis.  In 
addition, some with DB benefits include DC investments in respect of members’ 
additional voluntary contributions or “pension bonus” contributions.   

For the purposes of this Statement, the sections which provide DB benefits will be 
referred to as the “DB Section” and the sections which provide DC benefits (including 
DC investments under DB sections) will be referred to as the “DC Section”. 

This Statement is designed to comply with the requirements of the Pensions Act 
1995 as amended by the Pensions Act 2004 (the “Act”), the Occupational Pension 
Schemes (Investment) Regulations 2005 as amended by the Occupational Pension 
Schemes (Charges and Governance) Regulations 2015, and subsequent legislation.  
It is also intended to fulfil the spirit of the Code of Best Practice (the “Myners Code”) 
published in 2001 and revised in 2008 (DB) and 2010 (DC).  In preparing this 
Statement, the Trustees have consulted Henkel Ltd (‘the Company’), to ascertain 
whether there are any material issues of which the Trustees should be aware in 
agreeing to the Scheme’s investment arrangements.   

Overall investment policy falls into two parts.  The strategic management of the 
Scheme’s assets is the responsibility of the Trustees, acting upon the advice from 
Mercer Limited (“the Investment Consultant”) and driven by the objectives below.  
The remaining elements of the policy are the day to day management of the assets. 
For the Henkel DB section, this has been delegated to BlackRock (“the DB 
Investment Manager”) who in turn can delegate responsibility for the investment of 
the assets to underlying investment managers.  For the DC section, the Trustees 
have invested all of the assets in a long term insurance policy with Aviva Life & 
Pensions UK Limited (“Aviva”) that offers access to a wide range of pooled funds.   

In considering the appropriate investments for the Scheme, the Trustees obtained 
and considered the written advice from their Investment Consultant, Mercer Limited, 
whom the Trustees believe to be suitably qualified to provide such advice.  The 
advice received and arrangements implemented are, in the Trustees’ opinion, 
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consistent with the requirements of Section 35 of the Pensions Act 1995 (as 
amended).  

 

2. Defined Benefit Section (“DB Section”) 

2.1 Investment Objectives 

The Trustees are required to invest the DB Section’s assets in the best interests of 
the members, beneficiaries and Company and in the case of a potential conflict of 
interest in the sole interest of the members and beneficiaries. 

Within this context the Trustees’ main objectives with regard to the investment policy 
are: 

 to provide appropriate security for all beneficiaries 

 to achieve long-term growth whilst managing investment risks 

The Trustees recognise that the Company has a key role to play in assisting the 
Trustees to fulfil its primary responsibility of paying benefits and accordingly seeks to 
maintain the continued long-term support of the Company. 
The Trustees are responsible for reviewing the DB Section’s investment strategy in 
consultation with the Scheme’s Investment Consultant. 

2.2 Risk Management and Measurement 

The Trustees are aware of and pay close attention to a range of risks inherent in 
investing the assets of the DB Section and have considered the impact of risks that 
they believe to be financially material within the expected lifetime of the Scheme. 

The Trustees believe that the DB investment strategy provides for adequate 
diversification both within and across different asset classes and sectors.  The 
Trustees further believe that the current investment strategy is appropriate given the 
DB Section’s liability profile. 

The Trustees’ policy on risk management is as follows: 

 The primary investment risk faced by the DB Section arises as a result of a 
mismatch between the DB Section’s assets and its liabilities.  This is therefore 
the Trustees’ principal focus in setting the investment strategy. 

 The Trustees recognise that whilst increasing risk increases potential returns 
over the long term, it also increases the risk of a shortfall in returns relative to 
that required to cover the DB Section’s liabilities as well as producing more 
short-term volatility in the DB Section’s funding position.  The Trustees have 
taken advice on the matter and (in light of the objectives noted previously) 
carefully considered the implications of adopting different levels of risk. 

 The Trustees recognise the risks that may arise from the lack of diversification of 
investments.  Subject to managing the risk from a mismatch of assets and 
liabilities, the Trustees aim to ensure the asset allocation policy in place results 
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in an adequately diversified portfolio.  The DB Section may invest in pooled 
funds or on a segregated basis. 

 The documents governing the manager’s appointment include a number of 
guidelines which, among other things, are designed to ensure that only suitable 
investments are held by the DB Section.  The manager is prevented from 
investing in asset classes outside its mandate without the Trustees’ prior 
consent. 

 The Trustees recognise the risk that are insufficient liquid assets available to 
meet benefit payments as they fall due i.e. “liquidity risk”. This is monitored 
according to regular comparison of the level of cash flows required by the 
Scheme over a specified period with the level of cash actually held. It is 
managed by holding an appropriate amount of readily realisable investments- 
the majority of the Scheme’s assets are invested in quoted markets.  

 The Trustees are aware of the risk that the fair value or future cash flows of a 
financial asset will fluctuate because of changes in foreign exchange rates i.e. 
“currency risk”. The Trustees invest a proportion of assets in an overseas 
hedged equity fund to partially mitigate against this risk. 

 There is a risk that one party to a financial instrument will cause a financial loss 
for the other party by failing to discharge an obligation i.e. “credit risk”. This is 
partially mitigated by the Scheme investing in corporate bonds that are rated as 
investment grade credit (i.e. higher quality bonds). 

 The Trustees are mindful of the risk of changes to the Sponsor’s covenant. This 
is assessed as the level of ability and degree of willingness of the Sponsor to 
support the continuation of the Scheme and to make good any current or future 
deficit. It is managed by assessing the interaction between the Scheme and the 
Sponsor’s business, as measured by a number of factors, including the 
creditworthiness of the Sponsor and the size of the pension liability relative to the 
Sponsor. 

 Considerations specific to Environmental, Social and Governance (“ESG”) 
issues are addressed in Section 4.2. 

 Arrangements are in place to monitor the DB Section’s investments to help the 
Trustees check that nothing has occurred that would bring into question the 
continuing suitability of the current investments.  To facilitate this, the Trustees 
receive regular reports from the DB Investment manager.  These reports include 
an analysis of the overall level of return, to ensure the risks taken and returns 
achieved are consistent with those expected.  The Trustees also take advice 
from the Investment Consultant on the manager’s performance, as required. 

 The safe custody of the DB Section’s assets is delegated to professional 
custodians. 

The Trustees will review this Statement at least once every three years and without 
delay after any significant change in investment policy. Should there be a material 
change in the DB Section’s circumstances, the Trustees will review whether and to 
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what extent the investment arrangements should be altered; in particular whether the 
current risk profile remains appropriate. 

2.3 Investment Strategy 

Investment policy can be considered in two parts: (1) the strategic management, the 
setting of which is one of the fundamental responsibilities of the Trustees and (2) the 
day-to-day management of the assets, which has been delegated to professional 
investment managers. 

Given the investment objectives the Trustees have implemented the investment 
strategy detailed in Appendix A.  The Trustees believe that the investment risk 
arising from the investment strategy is consistent with the overall level of risk being 
targeted. 

2.4 Expected Return 

Over the long term, the Trustees expect the return on the DB Section’s assets to be 
sufficient to meet its objectives. 

2.5 Day–to-Day Management of the Assets 

The Trustees delegate the day-to-day management of the assets to BlackRock as its 
fiduciary manager, who in turn can delegate responsibility for the investment of the 
assets to underlying investment managers.  The Trustees have taken steps to satisfy 
themselves that BlackRock has the appropriate knowledge and experience for 
managing the DB Section’s investments and is carrying out their work competently.  
The Trustees have determined, based on expert advice, a benchmark mix of asset 
types and ranges within which BlackRock may operate. 

3. Defined Contribution Section (“DC Section”) 

3.1 Investment Objectives 

The Trustees recognise that members have differing investment needs which may 
change during the course of their working lives.  They also recognise that members 
may have different attitudes to risk. The Trustees believe that the members should 
make their own investment decisions based on their individual circumstances.  

The Trustees’ objective is to provide a range of investment options, which while 
avoiding complexity, should assist members in achieving the following: 

 Maximising the value of retirement benefits, to ensure a reasonable standard of 

living in retirement. 

 Protecting the value of benefits in the years approaching retirement against 

sudden volatility in capital value and fluctuations in the cost of providing benefits. 

 Tailoring a member’s investments to meet his or her own needs. 

  

The Trustees’ Investment Consultant provides advice regarding the suitability of this 
approach. 
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The Trustees have also established a default investment option that is described in 
Appendix C, which is appropriate for any member not wishing to make his/her own 
investment decisions.  There are also a number of ‘technical defaults’ in the Scheme 
which have been created following past mapping exercises, these are also set out in 
Appendix C. 

The risks set out in Section 3.2 and other factors referenced are those that the 
Trustees consider to be financially material considerations in relation to the DC 
Section. The Trustees believe that the appropriate time horizon in which to assess as 
financially material considerations is based on individual member’s horizons, and are 
dependent on member age and target retirement dates. In designing the default 
lifestyle option and alternative lifestyles the Trustees have considered the proximity 
to target retirement dates when designing the strategy.   

The Trustees are satisfied that the funds offered to members and the appointed 
investment managers are consistent with the objectives of the DC Section, 
particularly in relation to diversification, risk, expected return and liquidity. 

Scheme assets are mainly invested on regulated markets.  Some funds may have 
higher exposure to securities not on regulated markets.  It is at the discretion of 
investment managers  to ensure these are kept to prudent levels. 

The Trustees consider investment objectives and policies when choosing 
investments either for the self-select fund range or for inclusion within the default 
investment option.  The Trustees receive written advice from their Investment 
Consultant on any investments prior to them being implemented. The advice 
received and arrangements implemented are, in the Trustees’ opinion, consistent 
with the requirements of Section 36 of the Pensions Act 1995 (as amended). 

3.2 Risk Management and Measurement 

The Trustees have considered risk from a number of perspectives in relation to the 
DC Section, including the default option, all of which the Trustees believe are 
financially material. The list below is not exhaustive, but covers the main risks 
considered by the Trustees in formulating the policy regarding the default investment 
options. 
 

Type of Risk Description 
How is the risk managed and 
measured? 

M
a
rk

e
t 

R
is

k
 Inflation Risk 

The risk that the 
investment return over 
members’ working lives 
will not keep pace with 
inflation. 

The Trustees make available a range 
of funds, across various asset 
classes, with the majority expected to 
keep pace with or exceed inflation 
over the long term. 
 
Members are able to set their own 
investment allocations, in line with 
their risk tolerances. 
 

Currency Risk 

The risk that fluctuations 
in foreign exchange rates 
will cause the sterling 
value of overseas 
investments to fluctuate. 
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Type of Risk Description 
How is the risk managed and 
measured? 

Credit Risk 

The risk that the issuer of 
a financial asset, such as 
a bond, fails to make the 
contractual payments 
due. 

 During the growth phase of the 
default option, members are invested 
in an allocation which is expected to 
grow their pension savings in excess 
of inflation. 
 
Within active funds, management of 
many of these risks is the 
responsibility of the investment 
manager. 
 
The Trustees consider fund 
performance, including that of the 
default investment option, on a 
quarterly basis.  

Equity, property 
and other price 
risk 

The risk that investment 
market movements lead 
to a substantial reduction 
in the market value of 
investments. 

Pension Conversion Risk 
 

Member’s investments do 
not match how they 
would like to use their 
pots in retirement. 

The Trustees make available three 
lifestyle strategies for members.  

Lifestyle strategies automatically 
switch member’s assets into 
investments whose value is expected 
to be less volatile relative to how the 
member wishes to access their 
pension savings as they approach 
retirement age. 

The default option is a lifestyle 
strategy which targets income 
drawdown at retirement. As part of the 
annual default strategy review, the 
Trustees review whether the default 
destination remains appropriate by 
considering the membership profile, 
market trends and how members 
have previously accessed their 
pension savings. 

Members who wish to take their pots 
via other methods are able to choose 
alternative lifestyles which may be 
more suitable for targeting these 
outcomes, reducing the risk of 
mismatches between investment 
strategy and target destination.  

 

Liquidity Risk 

 

The risk that the 
Scheme’s assets cannot 
be realised at short 
notice in line with 
demand. 

The Scheme’s assets are invested in 
daily dealt and daily priced pooled 
funds, via an insurance policy with 
Aviva. 
 
Investment managers are expected to 
manage the liquidity of assets in the 
underlying strategies and keep 
exposures to any illiquid assets to 
prudent levels. 
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Type of Risk Description 
How is the risk managed and 
measured? 

Investment Manager Risk 

The risk that the 
investment manager 
does not meet its fund 
performance objectives, 
fails to carry out 
operational tasks, does 
not ensure safe-keeping 
of assets or breaches 
agreed guidelines. 

The Trustees consider fund returns 
relative to the benchmark. This is 
monitored on a quarterly basis. 

 
The Trustees consider the Investment     
Consultant’s rating of the investment 
managers on an ongoing basis and 
prior to implementation. 

Environmental, Social and 
Governance Risk 

 

The risk that ESG 
factors, including climate 
change, have a 
financially material 
impact on the return of 
the Scheme’s assets. 

The management of this risk has been 
considered and investment managers 
are expected to integrate this into their 
processes.  
  
The Trustees review the investment 
managers’ policies and actions in 
relation to this from time to time. 
 
The Trustees’ policy on Responsible 
Investment and Corporate 
Governance  is set out in Section 4.2 

 
3.3 Investment Funds 

The Trustees believe that the risks identified in 3.2  are best met by offering 
members a range of investment funds from which to choose.  This will allow 
members to choose investment options suited to their personal requirements. These 
investment options are offered via a long term insurance policy with Aviva (see 
Appendix C). 

4. Defined Benefit and Defined Contribution  

4.1 Realisation of Investments 

The Investment Manager has discretion in the timing of realisation of investments 
and in considerations relating to the liquidity of those investments within parameters 
stipulated in the relevant appointment documentation. 
 

In the event of an unexpected need to realise all or part of the assets of the portfolio, 
the Trustees require the Investment Managers to be able to realise the Scheme’s 
investments in a reasonable timescale subject to the market conditions existing at 
the time the disposal is required and subject to the best interests of the Scheme.  
The majority of assets are not expected to take an undue time to liquidate.  
 
The Trustees have agreed a cashflow policy for the DB section, given that the deficit 
recovery contributions from the Company are expected to cease in 2019. The regular 
pension benefits are met by income from coupon payments from the buy & maintain 
credit mandate. Any extraordinary cashflow requirements in excess of the balance 
left in the cash fund held with BlackRock will be subject to BlackRock’s discretion as 
the fiduciary manager. 

 



   

4.2 Socially Responsible Investment and Corporate Governance 

The Trustees believe that environmental, social, and corporate governance (ESG) factors may 
have a material impact on investment risk and return outcomes, and that good stewardship can 
create and preserve value for companies and markets as a whole. The Trustees also recognise 
that long-term sustainability issues, particularly climate change, present risks and opportunities 
that increasingly may require explicit consideration. 

The Trustees have given appointed investment managers full discretion in evaluating ESG 
factors, including climate change considerations, and exercising voting rights and stewardship 
obligations attached to the investments, in accordance with their own corporate governance 
policies and current best practice, including the UK Corporate Governance Code and UK 
Stewardship Code. Equity managers who are authorised in the UK are expected to report on 
their adherence to the UK Stewardship Code on an annual basis. 

Trustees believe that ESG risks can affect an organisation’s reputation, therefore the values of 
the organisation and its reputation alongside risk and return objectives should be considered. 
The Trustees have liaised with BlackRock to find out how ESG considerations are incorporated 
into their investment process.  

The Trustees consider how ESG, climate change and stewardship is integrated within investment 
processes in appointing new investment managers and monitoring existing investment 
managers. Monitoring is undertaken on a regular basis through consideration of ESG ratings 
provided by the advisors. 

The Trustees keep the topic of corporate governance and responsible investment under periodic 
review and will review this policy regularly to ensure that the policy is applicable, appropriate and 
in line with expectations of the majority of the membership.  

These policies relating to responsible investment and corporate governance are applicable to 
both the default investment option (Appendix C) and all other arrangements within the DC section 
including the self-select fund range options. 

4.3 Non-Financial Matters and Member Views 

Non-financial matters refer to the views of the members and beneficiaries including (but not 
limited to) their ethical views and their views in relation to social and environmental impacts of 
investments and the future quality of life of members.  

Member views have not been explicitly taken into account in the selection, retention and 
realisation of investments. The Trustees make available a self-select ESG fund in the DC Section 
following a request from member for this type of fund. 

4.4 Additional Voluntary Contributions (“AVCs”) 

Under the terms of the Trust Deed the Trustees are responsible for the investment of AVCs paid 
by members.   AVCs are currently invested with BlackRock, Equitable Life Assurance Society, 
Legal & General, Phoenix Life, Clerical Medical, Standard Life and Prudential. A proportion of 
contributions relating to AVCs and “pension bonus” contributions are invested with DC Section 
assets (detailed in Appendix C) in long term insurance policies held with Aviva. 

The objective is to provide a return consistent with that achieved by typical investment options for 
AVC investment. 
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If Members are considering paying AVCs then the Trustees strongly advise that they seek FCA 
regulated financial advice.  

With the assistance of the Scheme Actuary and the Trustees’ Investment Consultant, the 
Trustees will review these arrangements from time to time to ensure that they remain consistent 
with the needs of the members. 

4.5 Custodian and Advisors 

Custodian 

The role of a custodian is to ensure the safe keeping of the assets and facilitate all transactions 
entered into by the appointed investment managers. 

The Trustees have appointed State Street as custodian of segregated investments for the DB 
Section.  The Trustees are not responsible for the appointment of the custodian of the assets 
contained within the various pooled fund investments. However, the Trustees are comfortable 
that BlackRock has procedures in place for the appointment and monitoring of the relevant 
custodians and for conducting periodic reviews. 

Actuary 

Emily Brown of Mercer Limited is the appointed Scheme Actuary. 

The actuary performs a valuation of the Scheme at least every three years, in accordance with 
regulatory requirements.  The next valuation is expected to be performed by the Scheme 
Actuary, with an effective date of 31 December 2019.  The main purpose of the actuarial 
valuation is to assess the extent to which the assets cover the accrued liabilities and provide 
information to help determine the Participating Employers’ contribution rate. 

Investment Consultant 

Whilst the day-to-day management of the Scheme’s assets in the DB section is delegated to 
BlackRock, all other investment decisions including strategic asset allocation and selection and 
monitoring of investment managers across the DB and DC sections is based on advice received 
from the Investment Consultant.  Mercer Limited has been appointed for this purpose. 

Administrator 

The Scheme’s administrator for the DB Section is Mercer Limited.  The administration of the DC 
Section is provided by the Scheme’s bundled investment platform provider, Aviva. 

The investment platform provider for the DC Section 

The Scheme’s bundled investment platform provider is Aviva, who: 

 Operates within the terms of this Statement and the written contract; 

 Provides access to a platform through which third party funds can be accessed by the 

Trustees, for the DC Section’s members;  

 Provides the administration for the DC Section. 

Mercer Workplace Savings 

 Provides advice in selecting the investment platform provider; 
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 Provides on-going governance monitoring services (i.e. on the platform provider);  

 Provides investment governance of the platform provider’s fund range. 

4.6 Fees 

All fees associated with managing the Scheme’s assets have been agreed between the 
providers and the Trustees. 

4.7 Performance monitoring 

The performance of each investment manager in the DB and DC Sections is monitored by the 
Investment Committee and Investment Consultant, using data provided by the Investment 
Managers.  Performance is measured on a bi-annual basis and aggregated to facilitate 
comparison over longer periods.   

In addition the Investment Committee meets the investment managers regularly to review their 
investment actions together with the reasons for and the background to the performance.  

4.8 Compliance with this Statement 

The Trustees monitor compliance with this Statement annually and obtain written confirmation 
from the Investment Manager that it has given effect to the investment principles in this 
Statement so far as reasonably practicable and that in exercising any discretion the investment 
managers have done so in accordance with Section 4 of The Occupational Pension Schemes 
(Investment) Regulations 2005. 

4.9 Review of this Statement 

The Trustees will review this Statement at least once every three years and without delay after 
any significant change in investment policy.  Any change to this Statement will only be made 
after having obtained and considered the written advice of someone who the Trustees 
reasonably believes to be qualified by their ability in and practical experience of financial matters 
and to have the appropriate knowledge and experience of the management of pension scheme 
investments. 

 

…………………………………… 

Trustee 

 

…………………………………… 

Date  

  

 
The Trustees of the Henkel Retirement Benefits Scheme 
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Appendix A – Defined Benefit Section 
Strategic Benchmark 
The Trustees have agreed to de-risk the Scheme so that it is invested 90% in matching assets 
and 10% in growth assets.  This decision followed a request by the Company to change the 
Scheme’s investment strategy to reduce the risk of deterioration in the Scheme’s funding level.   

A summary of the strategic asset allocation for the Scheme is provided below. 

Asset Class 
Interim Central 

Allocation  
(%) 

Permitted 
range  

(%) 

Growth Portfolio* 10.0 ± 5 

Liquid   

Currency Hedged Developed 
Global Equity (ex UK) 

6.6 
± 3 

UK Equity 0.4 

Emerging Market Equity 3.0 0/+ 2 

   

Matching Assets 90.0 ± 5 

Buy and Maintain Credit 40.6 n/a 

Cash 0.0 n/a 

LDI Portfolio  49.4 n/a 

   

Total 100.0  

 

The DB Section has a target hedge ratio of 95% of nominal and real interest rate exposure (on 
the Technical Provision basis for valuing the liabilities). The interest rate and inflation exposure 
from the LDI portfolio, together with the interest rate exposure from the Buy & Maintain Credit 
Fund, is used to achieve the required level of hedging. 

There is a residual investment in private equity, amounting to c.0.5% of Scheme’s assets (as at 
31 July 2019). Over time the intention is for the private equity assets to decrease as investments 
are sold and no new allocations are being made to this asset class. 

Performance Objectives 

The overall objective of BlackRock is to outperform the composite benchmark.  This consists of 
the total return on the benchmark indices for each asset class combined in the proportions shown 
in the table above. The performance objectives of the underlying funds are detailed overleaf. 
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BlackRock 

Asset 
Class 

Portfolio 
Benchmark 
index 

Performance Target    
(% p.a.) 

Currency 
Hedged 
Developed 
Global 
Equity (ex 
UK) 

Aquila Life 
Currency 
Hedged 
World Equity 
ex UK Fund 

FTSE All-
World 
Developed 
ex UK 
Index 

To achieve returns in line 
with the benchmark 

UK Equity 
Aquila Life 
UK Equity 
Index Fund 

FTSE All-
Share 
Index 

To achieve returns in line 
with the benchmark 

Emerging 
Market 
Equity 

iShares 
Emerging 
Markets 
Index Fund 

MSCI 
Emerging 
Markets 
Index 

To achieve returns in line 
with the benchmark 

Buy and 
Maintain 
Credit 

Segregated 
mandate 

n/a 

Invest in a diversified 
portfolio of primarily 
investment grade fixed 
income securities with the 
aim of delivering an 
attractive yield and 
spread.  The portfolio will 
be managed on a buy and 
maintain basis.  Its aim is 
to partially provide income 
to meet cashflow 
requiremements and also, 
along with the LDI 
Portfolio, to provide 
interest rate exposure with 
the aim of achieving the 
target nominal hedge 
ratio.   

Liability 
Driven 
Investment 

Institutional 
Liquidity 
Fund; directly 
held cash, 
gilts, Network 
Rail bonds  

n/a 

To manage the LDI 
portfolio to control the 
interest rate and inflation 
exposure relative to the 
Scheme’s cashflow 
portfolio. 

Cash 

Institutional 
Sterling 
Liquidity 
Fund 

7 day LIBID 

Maximise income through 
use of high quality short 
term money market 
instruments 
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Appendix B – Fees 
Investment Management Fees 
 
BlackRock receives a fiduciary fee which is fixed at 0.11% per annum of the market 
value of the total portfolio.  

The underlying elements of the annual management charges (AMCs) are reflected in 
the table below: 

Total Portfolio Rate p. a. 

  

Growth Assets  

BlackRock Aquila Life UK Equity Index Fund 0.04% 

BlackRock Aquila Life World ex UK Equity Fund 0.04% 

Aberdeen Global Emerging Markets Equity – G2 USD 0.75% 

Aberdeen Global Emerging Markets Equity – D2 GBP 0.70% 

iShares Emerging Markets Index Fund 0.10% 

  

Matching Assets  

BIBF Over 10 Year Corporate Bond Fund 0.15% 

Buy and Maintain Credit Portfolio* 0.14% 

  

LDI Portfolio** 0.03% 

  

Liquid Assets  

BlackRock Institutional Sterling Liquidity Fund 0.00%*** 
*Subject to a minimum fee of £150k per annum  
**Subject to a minimum fee of £100k per annum  
***There is no AMC for the BlackRock Institutional Sterling Liquidity Fund as reflected in the table 
above. However, for the avoidance of doubt, there will be a charge of 0.03% for third party expenses 
(custody, safekeeping, transaction fees, fund administration and transfer agency). 
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Appendix C – Defined Contribution Section 
Lifetime Programme 

 
The Scheme makes available three lifetime strategies for members. 
i. The Lifetime Targeting Income Drawdown (the default investment option) 

ii. The Lifetime Targeting Annuity  

iii. The Lifetime Targeting Cash 

All lifetime strategies invest 50% of assets in global equities and 50% in a diversified 
growth fund until eight years before the member’s retirement date. As retirement 
approaches, these assets are gradually transferred into a pre-retirement funds 
suitable for the respective target and a cash fund (and retaining the diversified 
growth fund holding in the case of Lifetime Targeting Income Drawdown ).  
i. The Lifetime Targeting Income Drawdown (the default investment option) 

Asset Class Fund Years to Retirement 

  8+ 7 6 5 4 3 2 1 0 

Global Equities Aviva Pension MyM 

BlackRock (30:70) Currency 

Hedged Global Equity Index 

(Aquila C) 

50.0 43.75 37.5 31.25 25.0 18.75 12.5 6.25 0.00 

Diversified Growth Aviva Pension MyM Diversified 

Growth Strategy 
50.0 43.75 37.5 31.25 25.0 18.75 12.5 6.25 0.00 

Pre-Retirement 
Fund (Multi-Asset) 

Aviva Pension MyM LGIM 
Retirement Income Multi-Asset 
Fund 

0.0 12.5 25.0 37.5 50.0 62.5 70.0 70.0 70.0 

Cash Aviva Pension MyM 
BlackRock Institutional Sterling 
Liquidity 

0.0 0.0 0.0 0.0 0.0 0.0 5.0 17.5 30.0 

 

This Lifetime strategy is the default investment option for those members who do not 
wish to make an active choice on their investments. Further detail on the default 
investment option is provided below. 
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ii. The Lifetime Targeting Annuity  

Asset Class Fund 

Years to Retirement 

8+ 7 6 5 4 3 2 1 0 

Global Equities Aviva Pension MyM 

BlackRock (30:70) Currency 

Hedged Global Equity Index 

(Aquila C) 

50.0 38.0 25.0 13.0 0.0 0.0 0.0 0.0 0.0 

Diversified Growth Aviva Pension MyM 

Diversified Growth Strategy 
50.0 50.0 50.0 50.0 50.0 38.0 25.0 13.0 0.0 

Pre-Retirement Fund Aviva Pension MyM LGIM 
Pre-Retirement 0.0 12.0 25.0 37.0 50.0 62.0 67.0 71.0 75.0 

Cash Aviva Pension MyM 
BlackRock Institutional 
Sterling Liquidity 

0.0 0.0 0.0 0.0 0.0 0.0 8.0 16.0 25.0 

 
 

iii. The Lifetime Targeting Cash 

Asset Class Fund 

Years to Retirement 

8+ 7 6 5 4 3 2 1 0 

Global Equities Aviva Pension MyM 

BlackRock (30:70) Currency 

Hedged Global Equity Index 

(Aquila C) 

50.0 38.0 25.0 13.0 0.0 0.0 0.0 0.0 0.0 

Diversified 

Growth 

Aviva Pension MyM Diversified 

Growth Strategy 
50.0 50.0 50.0 50.0 50.0 38.0 25.0 13.0 0.0 

Pre-Retirement 
Fund 

Aviva Pension MyM LGIM Pre-
Retirement 0.0 12.0 25.0 37.0 50.0 37.0 25.0 12.0 0.0 

Cash Aviva Pension MyM 
BlackRock Institutional Sterling 
Liquidity 

0.0 0.0 0.0 0.0 0.0 25.0 50.0 75.0 100.0 

 
 
The Aims and Objectives of the Default Investment Option 
The default investment option manages investment and other risks through a 
diversified strategic asset allocation consisting of traditional and alternative assets.  
Risk is not considered in isolation, but in conjunction with expected investment 
returns and outcomes for members.  Any investment in derivative instruments 
contributes to risk reduction, or efficient portfolio management.   
Typically, a proportion of members will actively choose the default investment option 
because they feel it is most appropriate for them.  However, the vast majority of DC 
scheme members do not make an active investment decision and are invested in the 
default investment option.  
The Trustees have made available a default investment option, the Lifetime 
Targeting Income Drawdown. The Trustees consider the default investment option to 
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be appropriate for a member intending to take their retirement savings through 
income drawdown, along with a 25% tax-free cash lump sum, at retirement. The 
Trustees recognise that this will not be appropriate for all members and therefore 
encourages members to make their own investment decisions. 
As a member’s pot grows, investment risk will have a greater impact on member 
outcomes. Therefore, the default investment option aims to reduce investment risk as 
the member approaches retirement, relative to how they intend to take their benefits. 
These risks are managed via automated lifestyle switches over the eight-year period 
prior to a member’s selected retirement date. 
In designing the default investment option, the Trustees have explicitly considered 
the trade-off between risk and expected returns. 
If members wish to, they can opt to choose their own investment strategy or an 
alternative lifetime strategy on joining but also at any other future date. 
Assets in the default investment option are invested in the best interests of members 
and beneficiaries, taking into account the profile of members.Assets in the default 
investment option are invested in a manner which aims to ensure the security, 
quality, liquidity and profitability of a member’s portfolio as a whole. 
Assets in the default investment option are mainly invested on regulated markets.  
Some funds may have higher exposure to securities not on regulated markets.  It is 
at the discretion of investment managers  to ensure these are kept to prudent levels. 
Policies in Relation to the Default Investment Option 
In addition to the Trustees’ Investment Objectives (covered in Section 4.1) and the 
Aims and Objectives of the Default Investment Option above, the Trustees believe, 
with the aim that assets are invested in the best interests of members, that:: 

 The growth phase structure, that invests in global equities and other growth-

seeking assets (through the use of a diversified growth fund), will provide growth 

with some downside protection and some protection against inflation erosion. 

 The default investment option manages investment and other risks through a 

diversified strategic asset allocation consisting of traditional and alternative 

assets.  Risk is not considered in isolation, but in conjunction with expected 

investment returns and outcomes for members.  Any investment in derivative 

instruments contributes to risk reduction, or efficient portfolio management.   

 The Trustees have considered the balance of investments to be held in the 
default investment option, including the characteristics of particular asset classes 
and the balance between the use of active and passive investments where 
appropriate.  

 As a member’s pot grows, investment risk will have a greater impact on member 

outcomes.  Therefore, the Trustees believe that the default investment option that 

seeks to reduce investment risk as the member approaches retirement is 

appropriate. 

 Taking into account the current demographics of the Plan’s membership and the 

Trustees’ views of how the membership will behave at retirement, the Trustees 

believe that the current default investment option is appropriate and will continue 

to review this over time, at least triennially, or after significant changes to the 

Scheme’s demographic, if sooner. 
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 Assets in the default option are ultimately invested in daily traded pooled funds 

which hold highly liquid assets. The pooled funds are commingled investment 

vehicles which are managed by various investment managers.  

 The selection, retention and realisation of assets within the pooled funds is at the 

discretion of the respective investment managers in line with the mandates of the 

funds. Likewise, the investment managers have full discretion (within the 

constraints of their mandates) on the extent to which social, environmental or 

ethical conditions are taken into account in the selection, retention and realisation 

of investments as set out in Section 4.2. 

Additional default arrangements 

In accordance with the Occupational Pension Schemes (Charges and Governance) 

Regulations 2015, the Scheme has identified the investment options listed in the 

table below as ‘default arrangements’ (as defined by these regulations) in addition to 

the current default investment option in which new members are directed. 

These have been identified as ‘additional default arrangements’ as members’ 

accrued funds and contributions have been automatically directed to these funds 

without members having instructed the Trustees where their contributions are to be 

invested, these are not default arrangements for the purposes of auto-enrolment; 

these defaults exist due to historic investment option removals and were the result of 

three exercises: 

 Mapping of former self-select funds to the Aviva My Money Platform 

(previously Friend’s Life at the time of transition). 

 Changes made to diversify the diversified growth fund from the Aviva 

MyMoney BlackRock DC Diversified Growth Fund to three underlying 

managers in the white-labelled Aviva MyMoney Diversified Growth Strategy. 

 Rationalisation and transfer of assets held with Equitable Life to the main DC 

Scheme assets. 

Further explanation and detail is provided in the table below. 

 

Fund 
Previous 
Arrangement 

Reason for 
identification as a 
‘default arrangement’ 

Date 

Aviva Pension MyM 

BlackRock (30:70) 

Currency Hedged 

Global Equity Index 

(Aquila C) Fund 

L&G Global 

Equity (60:40) 

Index Fund 

These defaults were 

created when funds 

were mapped to the 

Aviva Platform 

(previously Friend’s 

Life) as part of the 

transition of the Scheme 

assets to the Aviva 

Decembe

r 2015 

Aviva Pension MyM 

BlackRock Over 15 

L&G AAA-AA 

Fixed Interest 
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Year Gilt Index 

(Aquila C) Fund 

(50%) 

Over 15 Year 

Targeted Duration 

Fund 

platform as part of the 

2003 section.  

Aviva Pension MyM 

BlackRock Over 15 

Year Corporate 

Bond Index (Aquila 

C) Fund (50%) 

Aviva Pension MyM 

BlackRock 

Institutional Sterling 

Liquidity Fund 

L&G Cash Fund 

Aviva Pension MyM 

BlackRock (30:70) 

Currency Hedged 

Global Equity Index 

(Aquila C) Fund 

(80%) L&G Consensus 

Index Fund 

These defaults were 

created when Loctite 

section funds were 

mapped to the Aviva 

Platform (previously 

Friend’s Life) as part of 

the transition of the 

Scheme assets to the 

Aviva platform.  

Decembe

r 2015 

Aviva Pension MyM 

BlackRock Over 15 

Year Gilt Index 

(Aquila C) Fund 

(20%) 

Aviva Pension MyM 

BlackRock Over 15 

Year Corporate 

Bond Index (Aquila 

C) Fund 

L&G Over 15 

Year Gilts Index 

Fund 

Aviva Pension MyM 

BlackRock 

Institutional Sterling 

Liquidity Fund 

L&G Cash Fund 

Aviva Pension MyM 

BlackRock (30:70) 

Currency Hedged 

Global Equity Index 

(Aquila C) Fund 

(80%) 
BlackRock DC 

Balanced Growth 

Fund 

These defaults were 

created when Pension 

Bonus section funds 

were mapped to the 

Aviva Platform 

(previously Friend’s 

Life) as part of the 

transition of the Scheme 

to the Aviva platform  

Decembe

r 2015 

Aviva Pension MyM 

BlackRock Over 15 

Year Gilt Index 

(Aquila C) Fund 

(20%) 
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Aviva Pension MyM 

LGIM Pre-

Retirement Fund 

BlackRock DC  

Pre-Retirement 

Fund 

Aviva Pension MyM 

BlackRock 

Institutional Sterling 

Liquidity Fund 

BlackRock Cash 

Fund 

Aviva Pension MyM 

Diversified Growth 

Strategy 

Aviva Pension 

MyM BlackRock 

DC Diversified 

Growth Fund 

As a result of the 

decision to replace the 

Aviva Pension MyM 

BlackRock DC 

Diversified Growth Fund 

with the Aviva Pension 

MyM Diversified Growth 

Strategy the decision 

was taken to move 

these members to the 

Aviva Pension MyM 

Diversified Growth 

Strategy without 

consent due to the 

belief that this was in 

the best interest of 

these members as it 

would provide a similar 

investment strategy. 

October 

2017 

Aviva Pension MyM 

Diversified Growth 

Strategy (50%) 

Equitable Life 

Managed Fund 

This combination of 

funds is the default 

investment option 

growth phase. Following 

the decision to 

rationalise the Equitable 

Life Managed Fund it 

was deemed 

appropriate to move 

members into a broadly 

similar investment 

strategy which the 

growth phase provides. 

Decembe

r 2017 

Aviva Pension MyM 

BlackRock Aquila 

Life (30:70) 

Currency Hedged 

Global Equity Index 

(50%) 

Aviva Pension MyM 

BlackRock 

Institutional Sterling 

Liquidity 

Equitable Money 

Fund 

Following the decision 

to rationalise assets 

held within the 

Equitable Life policies it 

was deemed that the 

Aviva Pension MyM 

BlackRock Institutional 

Sterling Liquidity was 

the most appropriate 

destination for assets 

Decembe

r 2017 



 

13 
 

held in the Equitable 

Life Money Fund. 

 

Prior to mapping members' investments across to the replacement funds, the 
Trustees took appropriate investment advice and considered these funds to be 
suitable for members in order to keep them in a similar type of investment fund as 
they were in previously and taking account of the demographics of the members 
invested in the funds.  The Total Expense Ratios (‘TERs’), which is the cost 
associated with the managing and operating of the funds, are below the charge cap 
legislation requirement of 0.75% p.a. that applies to default investment options. 

The Trustees’ aims and policies in relation to the additional default arrangements are 
detailed below: 

To provide members with a fund that is a suitable replacement for one that was 
removed from the Scheme. 

 Assets in the default option are ultimately invested in daily traded pooled 
funds which hold highly liquid assets. The pooled funds are commingled 
investment vehicles which are managed by various investment managers. 
The selection, retention and realisation of assets within the pooled funds are 
delegated to the respective investment managers in line with the mandates of 
the funds. Likewise, the investment managers adhere full discretion (within 
the constraints of their mandates) on the extent to which social, 
environmental or ethical conditions are taken into account in the selection, 
retention and realisation of investments. 

 The performance of these funds are monitored quarterly, with a strategic 
review being carried out at least triennially since falling under the 
categorisation of a ‘default arrangement’. 

 Risks associated with these investments have been considered in line with 
the defined contribution section of the Risk Management and Measurement 
section of this document (Section 3.2). 

The Trustees review both the default strategy and additional default arrangements at 
least every three years and without delay after any significant change in the 
investment policy or the demographic profile of relevant members. The Trustees 
monitor the performance of the default strategy and additional defaults arrangements 
quarterly via monitoring reports and advice from the Investment Consultant which 
includes considering the investment performance net of management fees and 
considering the Trustees’ aims and objectives are being met. 

Day to Day Management of the Assets 
Main Assets 
The Trustees have contracted with Aviva via a long-term insurance contract.  The 
Plan’s investment platform is provided under contract with Aviva and Mercer 
Workplace Savings, both of whom are regulated by the Financial Conduct Authority 
(the “FCA”). 
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The Trustees undertake to review the investment options offered to members and the 
investment manager arrangements on a regular basis. The investment options 
comprise primarily of equity, bonds, diversified growth funds and cash.  
The Trustees expect the Investment Managers to manage the assets appropriately 
under the terms of their contracts. The Investment Managers have full discretion to 
buy and sell investments, subject to agreed constraints and applicable legislation. 
They have been selected for their expertise in different specialisations and on the 
basis of having carried out appropriate due diligence. 

3.2 Spread and Suitability of Investments 

The Trustees are satisfied that the spread of assets by type, and the investment 
managers’ policies on investing in individual securities within each type, provide 
adequate diversification of investments. Mercer monitor the suitability of the 
investment options (outlined below), through ongoing research and performance 
reviews.  
As the assets of the Scheme are invested in the pooled fund vehicles underlying the 
funds offered by Aviva, the investment restrictions applying to these funds are 
determined by the underlying investment managers. 
Investment Options 
Details of the range of funds available are set out below together with the 
corresponding annual management charge. 
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Asset 

Class 
Fund 

Total 

Expen

se 

Ratio       

(% 

p.a.) 

UK Equities FL MyM BlackRock UK Equity Index (Aquila C)   0.23 

Overseas 

Equities 

FL MyM BlackRock World ex UK Equity Index 

(Aquila C) 

0.23 

Global 

Equity Fund 

(L) 

FL MyM BlackRock (30:70) Currency Hedged 

Global Equity Index (Aquila C) 

0.30 

Diversified 

Growth 

Fund (L) 

FL MyM BlackRock DC Diversified Growth 0.95 

Pre-

Retirement 

Fund (L) 

FL MyM LGIM Pre-Retirement 0.32 

Cash Fund 

(L) 

FL MyM BlackRock Institutional Sterling 

Liquidity 

0.23 

Corporate 

bonds 

FL MyM BlackRock Over 15 Year Corporate 

Bond Index (Aquila C) 

0.24 

Governmen

t Bonds 

(Fixed 

Interest) 

FL MyM BlackRock Over 15 Year Gilt Index 

(Aquila C) 

0.23 

Governmen

t Bonds 

(Inflation 

Linked) 

FL MyM BlackRock Over 5 Year Index-Linked 

Gilt Index (Aquila C) 

0.23 

Ethical 

Fund 

FL MyM LGIM Ethical Global Equity Index  0.37 

- Lifetime Targeting Annuity* 0.68 

- Lifetime Targeting Income Drawdown * 0.68 

- Lifetime Targeting Cash* 0.68 

     (L)     These funds are component funds of the lifestyle strategies 
*Maximum TER 

 


