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GOVERNANCE STATEMENT 

 

The Trustees of the European Automotive Components Group Pension Scheme (the Scheme) present their 

annual Chair’s statement on governance of the DC Section (the ‘Statement’) as required under legislation set 

out in regulation 23 of the Occupational Pension Schemes (Scheme Administration) Regulations 1996 

(the ‘Administration Regulations’), as amended by the Occupational Pension Plans (Charges and Governance) 

Regulations 2015. The Statement covers the annual period up to 31 March 2019.  

The default investment option 

In accordance with the Administration Regulations, the Trustees are required to append the latest copy of the 

Statement of Investment Principles (the ‘SIP’) prepared for the Plan under Section 35 of the Pensions Act 1995 

(the ‘1995 Act’) and regulation 2/regulation 2A of the Occupational Pension Schemes (Investment) Regulations 

2005 (the ‘Investment Regulations’). Therefore, the Statement of Investment Principles is attached to the 

statement and the Report and Accounts. 

Under the governance framework provided by The Pensions Regulator the Trustees are required to undertake 

a review of the default investment strategy at least every three years. The review needs to take into account 

both current contributing and non-contributing members of the Scheme to ensure the default is appropriate 

to the membership’s needs. A formal review of the default investment strategy and fund range was 

undertaken during the Scheme year, which implemented the following steps: 

1) Assessed the likely needs of the Scheme’s membership through Scheme experience and the 

demographic and risk profile of the savers.  This included both active and deferred members of the 

DC Section. 

2) Identified the required objective for a default investment strategy to meet the needs of the 

membership, as identified in step 1. 

3) Reviewed the current default investment strategy and consider whether amendments are required. 

The default investment strategy review concluded that the overall objective of the default investment strategy 

during the growth phase remains appropriate for the Scheme’s membership.  However, the Trustees 

concluded that the decumulation element of the default investment strategy should be updated to reflect the 

benefit options members are likely to take up at retirement as a result of the introduction of pension 

freedoms.  Therefore, the Trustees proposed to implement the below new default investment strategy from 

June 2019.  
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The Trustees also concluded that alternative strategies should be included within the broader fund range that 

are appropriate for members who wish to access their benefits in alternative ways at retirement.  The full fund 

range available is as follows: 

Fund  

The EURAC Drawdown Lifestyle Strategy Default Lifestyle 

The EURAC Annuity Lifestyle Strategy Lifestyle 

The EURAC Encashment Lifestyle Strategy Lifestyle 

LGIM Diversified Fund Fund 

LGIM Active Corporate Bond All Stock Fund Fund 

LGIM Pre-retirement fund Fund 

LGIM Global Equity Market Weights (50:50) Fund Fund 

LGIM Cash Fund Fund 

LGIM Over 5 Year Index-Linked Gilts Index Fund Fund 

LGIM Over 15 Year Gilts Index Fund Fund 

 

Further information will be provided to members during the 2019/20 Scheme year when the revised strategy is 

implemented.   

The next formal default investment strategy review will be due in 2021. 

The Trustees have also reviewed the performance of each fund available to members, including those within 

the default investment strategy, during the year.  The Trustees concluded that the funds are performing in line 

with the objectives set out in the Statement of Investment Principles. 

Requirements for processing financial transactions 

As required by the Administration Regulations, the Trustees must ensure that core financial transactions are 

processed promptly and accurately. 

This includes: 

 Investment of contributions paid to the Scheme; 

 Transfer of members’ assets into and out of the Scheme; 

 Transfers of members’ assets between different investment options available in the Scheme; and 

 Payment from the Scheme to, or in respect of, members. 

The Trustees have an agreement in place with the Scheme’s administrator regarding the service levels and 

core financial transactions.  Broadly, the service level agreement is for 90% of tasks to be completed within the 

relevant target timeframe.  Target timeframes range from 2 to 5 days for core financial transaction.   

Information on the processing of core financial transactions is detailed within the quarterly management 

reports produced by the Scheme’s administrator. The Trustees hold regular meetings and in the normal 

course of events meet three times a year and review financial transactions during each meeting.   During the 

Scheme year, there have been no issues relating to core financial transactions.  The Trustees have concluded 

that core financial transactions were processed promptly and accurately during the Scheme Year.  In 

particular, contributions were invested within 3 working days of receipt. 

The Trustees appointed administrator Xafinity Punter Southall, monitors the Scheme bank accounts on a daily 

basis, has a dedicated team for processing contributions, and robust and audited checking procedures for all 

investment and banking transaction involving two individuals.  
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Charges and transaction costs 

As required by the regulations, the Trustees report on the charges and transaction costs for the investments 

used in the default arrangements and their assessment on the extent to which the charges and costs 

represent good value for members. 

The employer meets the costs of administering the Scheme.  Therefore, the Annual Manage Charge met by 

members consists principally of the investment platform manager’s annual charge for managing and 

operating a fund(s) and includes additional expenses (such as custodian fees) incurred by the manager.  The 

costs for other services provided by the Trustees, such as administration, communication and consultancy 

(Investment and pension consultancy services) provided to the Trustees are paid for by the Scheme’s sponsor.  

Below, we set out the Total Expense Ratio (TER) for each Fund utilised within the default investment strategy 

and the broader fund range, along with transaction costs as supplied by the investment manager: 

 

Total Expense 

Ratio 

Annual impact of 

charges on 

£1,000 

Total 

transaction 

costs incurred 

Default Instalment Strategy funds (during Scheme Year)    

LGIM Diversified Fund 0.35% £3.50 0.06% 

LGIM Over 15 Year Gilts Index Fund 0.10% £1.00 0.02% 

LGIM Cash Fund 0.125% £1.25 0.00% 

Core fund range 
   

LGIM Diversified Fund 0.35% £3.50 0.06% 

LGIM Active Corporate Bond All Stock Fund 0.25% £2.50 n/a* 

LGIM Pre-retirement fund 0.20% £2.00 n/a* 

LGIM Global Equity Market Weights (50:50) Fund 0.165% £1.65 0.01% 

LGIM Cash Fund 0.125% £1.25 0.00% 

LGIM Over 5 Year Index-Linked Gilts Index Fund 0.10% £1.00 0.14% 

LGIM Over 15 Year Gilts Index Fund 0.10% £1.00 0.02% 

*These funds were not available during the Scheme year.  Therefore, transaction cost information has not 

been provided.  The Trustees will first be required to consider this for the 2019/20 Scheme Year. 

The Scheme’s investment platform manager does not apply an explicit charge to switch investments between 

unitised funds.  

Value for Members 

In accordance with regulation 25(1)(b), the Trustees are required to undertake a review of the charges and 

transaction costs incurred by members in order to ascertain whether or not they represent good value for 

money. 

The Trustees appointed a specialist defined contribution consultancy, Punter Southall Aspire, to undertake a 

value for members assessment in conjunction with the Trustees’ own views.  Within the assessment, the 

Trustees considered each service which the members meet the cost for, namely the Scheme’s investments 

plus a broader assessment across the entire range of services members receive but which are paid for by the 

employer. 
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The Trustees concluded that overall the Scheme provides value to members. The reasons underpinning this 

conclusion include: 

 Charges on funds have been assessed by our advisors as good for this type of arrangement. The 

charge cap for this type of scheme is 0.75% of funds under management as the Scheme is used as a 

Qualifying Workplace Pension for some of the contributing members. 

 Transaction costs for the funds available to members were at a reasonable level that did not unduly 

detract from the overall level of return and value provided to members. 

 The Trustees have taken steps to improve the value for members through reviewing the default 

investment strategy.  The proposed new strategy structure of the default fund, and the availability of 

alternative lifestyle strategies and a core fund range will provide value to members.  

 The investments made available to members have met their objective during the reporting period, 

providing value to members. 

The cost of administration, investment and consultancy services are not met by the member and so fall 

outside of the required value for members assessment.  However, the Trustees believe the administration of 

the Scheme provides good value to members.  The Trustees will consider further whether additional 

engagement and communication would positively impact the value members receive. 

Illustrative impact of charges  

We have provided an illustration of the likely impact of charges for a short, medium and long term member 

invested in the default investment (The EURAC Drawdown Lifestyle Strategy) compared to the charge cap 

requirements of a qualifying workplace pension scheme with a starting pot of £0.   

We compare the actual charges of the Scheme against a scenario where there is no charges and a scenario 

where the charges are in line with the current charge cap for qualifying workplace pension.  The illustration 

follows the statutory guidelines for illustrating the cumulative effect of costs and charges. 

 

 Total expense ratio 

(TER) 

Short term 

(5 years) 

Medium term 

(15 years) 

Long term 

(25 years) 

The default investment strategy.  

If no charges were to apply 

0.00% £6,301.51 £20,492.26 £37,138.16 

The current default investment strategy 0.10% to 0.35% £6,276.12 £20,079.77 £35,721.45 

The Charge Cap 0.75% £6,187.10 £19,368.19 £33,725.16 

 

Starting assumptions:  

Starting salary: £25,000,  

Contributions: £200 per month 

Salary increase: 2% p.a. 

Nominal fund growth: 5% p.a. 

Source: Punter Southall Aspire Pension Calculator  
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Trustee knowledge and understanding 

In accordance with sections 247 and 248 of the Pensions Act 2004, the Trustees are required to maintain an 

appropriate level of knowledge and understanding which, together with professional advice which is 

available to them, enables them to properly exercise their functions and duties in relation to the Plan. This 

requirement has been met during the course of the Scheme year as follows: 

 The Trustees have undertaken ongoing training, both as a group and individually to keep abreast of 

relevant developments.  In particular, the Trustees keep up to date with market, legislation and 

regulation through a range of briefing papers, news articles and market updates provided by 

professional groups including the Scheme’s legal adviser (Eversheds), actuary (Xafinity Punter Southall) 

and DC adviser (Punter Southall Aspire). 

 The Trustees have a good working knowledge of the Scheme’s documents as set out the Scheme’s 

training log and review of documents as required at Trustees meetings.  The Trustees also have access to 

all scheme documents including the SIP, Trust Deed and Rules and other policies online should they be 

required to refer to them. 

 The Trustees also receive an annual training programme whereby the Trustees invite one of their 

appointed advisors to provide training at each meeting on a topic relevant to any upcoming decisions.  

In October 2018 the Trustees received training on; 

 

o legal, regulatory and best practice requirements for governing a DC pension scheme; and 

o considerations when setting a default investment strategy from the appointed advisers, PS Aspire.   

 

 The Trustees have regularly reviewed their training needs and this is discussed at the Trustees meetings 

to identify if any further training is required to be included in the training programme; 

 As part of the Trustees’ training plan for 2018, the Trustees have completed the Pension Regulator’s 

Trustee Toolkit modules.  

 The Trustees believe that the combined knowledge of the Trustees, including that of an appointed 

professional, independent trustee, together with the advice available enables the Trustees to properly 

exercise their duties to the Scheme and its membership. 

 

I confirm that the above statement has been produced by the Trustees to the best of our knowledge. 

 

NAME:  Steve Jones 

 

Signed: .......................................................................... 

POSITION: Chair of Trustees, European Automotive Components Group Pension Scheme 
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APPENDIX – STATEMENT OF INVESTMENT PRINCIPLES  
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