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NSK Pension Scheme – DC Governance and Charges Statement 

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 (“the Administration 

Regulations”) require the Trustee to prepare an annual statement regarding governance, which should be 

included in the annual report. This is the fourth statement issued by the NSK Pension Scheme (the Scheme). 

It covers the period from 1 August 2020 to 31 July 2021 and is signed on behalf of the Trustee by the Chair. 

The statement is in relation to the Defined Contribution (DC) section of the Scheme, which is made up of: 

 

 The Additional Voluntary Contribution arrangements/funds with the following providers: Clerical Medical, 

Janus Henderson, LGIM, Prudential, Utmost and Phoenix Life Assurance used by Defined Benefit members 

(DB AVC); and 

 A DC insurance policy invested with Prudential 

 Some transferred-in DC funds are invested with Utmost and Henderson.   
 

Note: The Trustee has excluded any commentary on the 'default arrangement' sections of the regulations, on 

the basis that no members use the DC Section of the Scheme to meet automatic-enrolment requirements 

and so no such default arrangement (for that purpose) exists.  As such a default Statement of Investment 

Principles is not produced.  However, a copy of the Scheme's full Statement of Investment Principles is 

attached to this Statement for completeness.   
 

1.   Processing of Core Financial Transactions 
 

The Trustee has a specific duty to ensure that core financial transactions relating to DC benefits within the 

Scheme are processed promptly and accurately. 
 
 
 
 
 
 
 
 
 
 

The bulk of these transactions are undertaken and managed on behalf of the Trustee by XPS, the Scheme 

administrator, who work directly with the Scheme's DC fund managers.   
 

How the Trustee monitors core financial transactions 
 

The Trustee has agreed service levels (SLAs) with XPS for the completion of core financial transactions.  

These are 2 working days for death settlement cases and 10 working days for all other tasks.   

  

This statement covers governance and charge disclosures in relation to the following: 

 

1. Processing of core financial transactions; 

2. Member borne charges and transaction costs; 

3. Illustration of the impact of these costs and charges; 

4. Value for our Members; and 

5. Trustee knowledge and understanding. 

What are core financial transactions? 

Transactions we consider include: 

 transfer of members' funds out of the Scheme, 

 transfers between different investments within the Scheme, and 

 payments to and in respect of members, such as on retirement or death. 
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The Trustee reviews whether XPS are achieving the agreed timescales at each Trustee’s meeting via an 

administration report, which sets out the number of cases received and completed within SLA. Where 

service levels are missed, the Trustee would request additional information from the administrator to 

understand the reasoning for this, which could be due to third party delays.  Where efficiencies in process 

are identified, the administrators would agree these with the Trustee.  This regular review aims to help 

the Trustee to identify and resolve any issues around the administration of core financial transactions, 

prior to these having a detrimental impact on the membership. 
 

Please note that the administration reporting periods do not 

correspond to the Scheme year and as such we have reported on 

statistics for the closest period to the Scheme year. During the 

period 1 June 2020 to 30 April 2021, the administrators processed 

1,974 tasks (107 AVC related) and completed 1,887 tasks (102 AVC 

related) of these within the timescales (96% achievement level, 95% 

for AVC related tasks).   
 

The Trustee is pleased with the SLA achievement particularly given the ongoing challenges created by the 

COVID-19 pandemic over the period. 

 

The Trustee believes that the level of service being provided to members is good.  Where the service 

levels have not been met, the Trustee has considered these to either not be delays that have detrimentally 

impacted members or steps have been taken to ensure that members have not been detrimentally 

impacted by any delay. 

 

Any member complaints or legislative breaches would be discussed at the Trustee’s meeting.   The Trustee 

is pleased to confirm that there have been no complaints or administration issues during the year.   

 

The Trustee also reviews the payments out of the Scheme via the quarterly administration report which 

provides a further indication to the Trustee around any delays in the dealing of core financial transactions.  

There are a number of administration controls in place, including: 

 

 Monthly reconciliations of the investment units held by managers against the administrator’s 

records to ensure that the data is correct and aligned.   

 Annual lifestyle process in place which requires an Administrator to carry out the switches in line 

with the Scheme document and this is peer-reviewed by a Senior Administrator before the 

changes are sent to the investment manager. The investment units held by the administration 

system are then reconciled against the data provided by the investment manager.  

 A monthly cashflow review is undertaken that looks at what money is needed to be paid out in 

the month and appropriate disinvestments are made.  This enables the Administrator to pay out 

the benefits in good time. In addition, the cashflow is reconciled on a monthly basis against the 

Trustee’s bank account.  

 

XPS also produces an annual AAF report.  This assurance report describes the control environment within 

which the administration business operates and the latest version covers the period 1 January to 31 

December 2020. KPMG has independently reviewed the controls in place over the period, noting overall 

that the controls in place had been adhered to and were suitable.  The Report highlighted three areas 

where KPMG was unable to gain full assurance as to the effectiveness of the controls and contains details 

of the action that XPS has taken or is considering to address these issues. The Trustee receives a copy of 

this report annually and reviews its contents.  The Trustee reviewed the latest report at the Trustee’s 

meeting of 17 September 2021 and were comfortable with the findings and controls in place. 

  

At a glance: 

96% of all work items completed 

within agreed service level 
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Accurate data is fundamental to the accuracy and timeliness of core financial transactions.  The Trustee 

monitors the data held on an annual basis.  The Trustee has a data cleanse programme in place that is 

being monitored at Trustee meetings.   

 

Based on the Trustee’s ongoing review of the administration service, the Trustee considers that agreed 

procedures and timescales have been adhered to over the period covered by this statement. 
 

DB AVC Providers 
 

As the AVC arrangements are closed to future AVCs, the Providers' administration is limited to producing 

annual benefit statements, maintaining a record and paying proceeds to the Scheme administrator, XPS 

on transfer, retirement or death.  XPS will report back any concerns or delays to the Trustee around the 

administration by the AVC providers.  During the Scheme year there have been no concerns raised. 
 

The Impact of COVID-19 on the Scheme administration  

The Trustee has been monitoring the administration as part of their response to the COVID-19 pandemic.  

The Trustee is happy that XPS’ business continuity plans have enabled XPS to continue to deliver a good 

service to members throughout the year. XPS has stated that ‘The security of the data processed on behalf of 

clients continues to be of paramount importance, and we recognise that we may be more vulnerable to cyber security risks 

whilst working from home. We have therefore put in place a number of additional measures to protect the security of client 

data during this time.’ 

The Trustee is pleased to report that, to date, there has been no material impact to SLAs as a result of 

COVID-19. 

 

2.   Member Borne Charges and Transaction costs 
 

The Trustee regularly monitors the level of charges borne by members through the funds. These charges 

comprise: 

 

 Express explicit charges, such as the Annual Management Charge (AMC), and additional expenses 

that are disclosed by the fund manager as part of the Total Expense Ratio (TER); and 

 

 Implicit charges, such as the transaction costs borne within the fund for activities such as buying and 

selling of particular securities within the fund's portfolio. Due to the way in which transaction costs 

are calculated, they can be negative or positive in nature; a negative figure is effectively a gain from 

trading activity and so in practice the total charge would be less, whilst a positive figure is effectively 

an additional cost from trading activity. 

 

Details of the charges and transaction costs for each fund used by members is given below.  These are 

provided per DC provider for ease. 

 
 
  

The Trustee is satisfied that during the period of this report, that: 

 the administrator was operating appropriate procedures, checks and controls and operating 

within the agreed SLA;  

 there have been no material administration errors in relation to processing core financial 

transactions; and  

 all core financial transactions have been processed promptly and accurately during the 

Scheme year. 
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Janus Henderson 
 

Most members with DC and/or DB AVC benefits in the Scheme are invested with Janus Henderson.  The DC 

members are those that have previously transferred in benefits from previous pension arrangements. We have 

obtained both charges and transaction costs from Janus Henderson and LGIM (which forms part of the Janus 

Henderson lifestyle strategy).   
 

Fund Name AMC % per 

year 

TER % per 

year 

(including 

AMC) 

Transaction 

costs 

% per year 

Total cost 

% per year 

Janus Henderson Cautious Managed Fund* 0.50% 0.56% 0.37% 0.93% 

Janus Henderson Asia Pacific Capital Growth 

Fund 
0.50% 0.61% 0.37% 0.98% 

Janus Henderson Institutional Long Dated Gilt 

Fund* 
0.40% 0.46% 0.06% 0.52% 

Janus Henderson Diversified Growth Fund* 0.45% 0.75% 0.20% 0.95% 

LGIM Sterling Liquidity Fund* 0.10% 0.11% 0.00% 0.11% 

     

* these funds form part of the lifestyle strategy available to members.  All funds are available as individual self-

select funds as well. 

~ The latest available transaction costs are those to 31 March 2021. 

Where transaction costs are negative these have been shown as zero above as a prudent approach.  
 

Prudential  

 

AVC Policy 
 

The charges and transaction costs that apply to the Prudential funds are detailed below.   
 

Fund Name AMC % per 

year  

TER % per 

year 

(including 

AMC)  

Transaction 

costs 

% per year 

Total cost 

% per year  

Prudential Discretionary Fund  0.75% 0.77% 0.10% 0.87% 

Prudential UK Equity Fund  0.75% 0.76% 0.00% 0.76% 

Prudential Global Equity Fund  0.75% 0.76% 0.12% 0.88% 

Prudential International Equity Fund  0.75% 0.77% 0.21% 0.98% 

Prudential UK Property Fund#  0.75% Not provided 

as fund closed 

in period 

N/A 1.28% 

Prudential Deposit Fund *  0.00% 0.00% 0.00% 0.00% 

Prudential Cash Accumulation With-Profits 

Fund ^ 

^ 0.18% 0.13% ^ 

Prudential Dynamic Growth I Fund# 0.72% 0.73% 0.11% 0.84% 
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* Prudential Deposit fund - Prudential has advised that there is no explicit charge for the deposit fund and under 

the terms of this fund, the prevailing bank of England Interest Rate is applied.   

^ Prudential Cash Accumulation With-Profits - Prudential have confirmed that there is no explicit charge for 

this fund.  An amount to cover the expenses of running the with-profits fund is deducted from the fund before 

bonuses are declared.  This is currently restricted to 1% p.a. although there is no guarantee that this will not 

change in the future. There are additional costs of 0.18% p.a. disclosed.  

# This fund closed on 22 June 2021 and was replaced by the Prudential Dynamic Growth I Fund  

~ The latest available transaction costs are those to 31 March 2021. 

Where transaction costs are negative these have been shown as zero above as a prudent approach.  

 

Trustee Transfer Policy  
 

There is only one member invested in this policy.  The member is invested in the Prudential With-Profits I Fund 

and Prudential With-Profits II Fund.  Both versions of the With-Profits Fund have a charge of 1% p.a. deducted 

from the fund to cover expenses prior to the declaration of any bonus. Transaction costs of 0.13% have been 

quoted by Prudential.  
 

Clerical Medical  
 

The charges and transaction costs that apply to the Clerical Medical Funds are detailed below: 
 
Fund Name AMC % per 

year  
TER % per 

year 
(including 

AMC) 

Transaction 
costs 

% per year 

Total cost 
% per year 

Clerical Medical Balanced Fund  0.59% 0.59% 0.27% 0.86% 

Clerical Medical Japanese Fund  0.59% 0.59% 0.00% 0.59% 

Clerical Medical Retirement Protection Fund  0.59% 0.59% 0.10% 0.69% 

Clerical Medical UK Growth Fund   0.59% 0.59% 0.31% 0.90% 

Clerical Medical Cautious Fund  0.59% 0.59% 0.18% 0.77% 

Clerical Medical Non-Equity Fund  0.59% 0.59% 0.09% 0.68% 

Clerical Medical Halifax Fund  0.59% 0.59% 0.00% 0.59% 

Clerical Medical UK Property Fund 0.59% 0.59% 0.00% 0.59% 

Clerical Medical Global Equity Tracker Fund  0.59% 0.59% 0.06% 0.65% 

Clerical Medical Dynamic Return Fund   1.34% 1.34% 0.18% 1.52% 

Clerical Medical International Growth Fund  0.59% 0.59% 0.20% 0.79% 

Clerical Medical Invesco Perpetual High Income 

Fund*  

1.39% 1.39% 1.06% 
2.45% 

Clerical Medical BlackRock World (Ex UK) Equity 

Fund  

0.59% 0.59% 0.01% 
0.60% 

Clerical Medical BlackRock UK Equity Fund  0.59% 0.59% 0.00% 0.59% 

Clerical Medical BlackRock Over 5 Year Index Linked 

Gilt Fund  

0.59% 0.59% 0.00% 
0.59% 

Clerical Medical BlackRock Corporate Bond All 

Stocks Fund  

0.59% 0.59% 0.00% 
0.59% 

Clerical Medical BlackRock Over 15 years UK Gilt 

Index Bond All Stocks Fund 

0.59% 0.59% 0.00% 
0.59% 

 

* This fund is closed to new investors. 

~ The latest available transaction costs are those to 30 June 2021 
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Utmost (formerly Equitable Life) 
 

Funds AMC % per 

year 

TER 

% per year 

Transaction 

costs% per year 

Total costs 

% per year  

Utmost Multi-Asset Growth Fund  0.75% 0.75% 0.16% 0.91% 

Utmost Multi-Asset Moderate Fund* 0.75% 0.75% 0.32% 1.07% 

Utmost Multi-Asset Cautious Fund * 0.75% 0.75% 0.36% 1.11% 

Utmost US Equity Fund 0.75% 0.75% 0.19% 0.94% 

* these funds make up the Investing By Age lifestyle strategy and are also available as self-select funds.  

~ The latest available transaction costs are those to 30 June 2021. 
 

Phoenix Life Assurance 
 

Phoenix Life have confirmed the charges for the Traditional With Profits as follows: 

Funds AMC % per 

year 

TER 

% per year 

(including AMC) 

 

Transaction 

costs % per 

year 

Total costs 

% per year 

LL Pension Traditional With Profits -V1 Fund  1.00% 1.00% 0.53% 1.53% 

 

~ The latest available transaction costs are those to 31 March 2021. 

 

Illustration of the effect of costs and charges 

In order to help members understand the impact that costs and charges can have on their retirement savings, the 

Trustee has provided two illustrations of their cumulative effect on the value of typical scheme members savings 

over the period to their retirement.  

The illustrations have been prepared having regard to statutory guidance, selecting suitable representative 

members, and are based on a number of assumptions about the future which are set out below. 

Members should be aware that such assumptions may or may not hold true, so the illustrations do not promise 

what could happen in the future and fund values are not guaranteed. Furthermore, because the illustrations are 

based on typical members of the Scheme they are not a substitute for the individual and personalised illustrations 

which are provided to members in their annual Benefit Statements. 

The Trustee has not provided additional illustrations for Utmost as it would be disproportionately burdensome given 

the very small amounts of money held in this arrangement.  It has also not been possible to provide an illustration 

for Phoenix Life due to difficulties in obtaining the necessary data to be able to do so and also as the projection 

would not take into account the enhanced annuity rates that members invested in this fund benefit from.    

Janus Henderson Illustrations  

As the majority of members with DC and/or DB AVC members are invested in the Janus Henderson/LGIM funds, 

the Trustee has chosen to illustrate the impact of cost and charges for example members invested these funds.   

Each illustration, A and B is shown for a different type of member as follows: 

 

  

Member A – no further contributions based on the median pension fund size of £2,300.  

The Trustees believe that this is a good representation of the Scheme membership with 

DC/DB AVC assets.  

Member B – no further contributions based on the median fund size for members with 

funds above £20,000. This is £42,700.   
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The illustrations use age 37 as the starting age.  This is the age of the youngest DC member.  The illustrations 

are based on the period until the member's Normal Retirement Age (“NRA”) which is age 65. They show the 

impact of costs and charges on the member's fund, at five yearly intervals, until age 65.   

As the projected retirement savings are dependent on investment returns as well as the level of costs and 

charges, we have shown comparison illustrations for Members A and B assuming they are invested in the 

following funds: 

 The Janus Henderson lifestyle strategy. 

 The highest charged/expected rate of return Janus Henderson fund, assuming that it is self-selected; 

Janus Henderson Asia Pacific Capital Growth Fund  

 The lowest charged/expected rate of return fund, assuming that it is self-selected – LGIM Sterling 

Liquidity Fund 

The Chart shows a projection of the member's retirement savings at retirement age, with and without costs 

and charges applied. All projected fund values are shown in today's terms, so do not need to be reduced 

further for the effect of future expected inflation.  

Member A: Starting fund size £2,300 no further contributions  

Projected pension pot in today’s money 

Fund choice 

 Lifestyle strategy 

Janus Henderson Asia 

Pacific Capital Growth 

Fund  

LGIM Sterling Liquidity 

Fund  

Age 
Before 

charges 

After all 

charges + 

costs 

deducted 

Before 

charges 

After all 

charges + 

costs 

deducted 

Before 

charges 

After all 

charges + 

costs 

deducted 

37 £2,300 £2,300 £2,300 £2,300 £2,300 £2,300 

40 £2,440 £2,370 £2,540 £2,510 £2,200 £2,190 

45 £2,680 £2,480 £3,010 £2,890 £2,040 £2,030 

50 £2,940 £2,600 £3,560 £3,340 £1,900 £1,870 

55 £3,160 £2,690 £4,210 £3,860 £1,760 £1,730 

60 £3,290 £2,710 £4,980 £4,460 £1,640 £1,600 

65 £3,090 £2,500 £5,890 £5,140 £1,520 £1,480 

 

Member B: Starting fund size £42,700 no further contributions  

Projected pension pot in today’s money 

Fund choice 

 Lifestyle strategy 

Janus Henderson Asia 

Pacific Capital Growth 

Fund  

LGIM Sterling Liquidity 

Fund  

Age 
Before 

charges 

After all 

charges + 

costs 

deducted 

Before 

charges 

After all 

charges + 

costs 

deducted 

Before 

charges 

After all 

charges + 

costs 

deducted 

37 £42,700 £42,700 £42,700 £42,700 £42,700 £42,700 

40 £45,250 £43,940 £47,230 £46,550 £40,850 £40,720 

45 £49,840 £46,080 £55,860 £53,740 £37,950 £37,620 

50 £54,560 £48,190 £66,070 £62,050 £35,250 £34,760 

55 £58,670 £49,990 £78,150 £71,650 £32,750 £32,110 

60 £61,090 £50,290 £92,430 £82,720 £30,420 £29,670 

65 £57,410 £46,340 £109,330 £95,510 £28,260 £27,410 
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Prudential Illustration  
 

 
 

Projected pension pot in today’s money 

Fund choice 

 Prudential Cash Accumulation With-Profits Fund 

Age Before charges 
After all charges + costs 

deducted 

58 £7,100 £7,100 

60 £7,540 £7,360 

65 £8,760 £8,040 

 

Clerical Medical Illustration  
 

 
 

Projected pension pot in today’s money 

Fund choice 

 Clerical Medical Balanced Fund 

Age Before charges 
After all charges + costs 

deducted 

57 £20,400 £20,400 

60 £20,250 £19,730 

65 £20,010 £18,660 

 

Members are advised to consider both the level of costs and charges and the expected return on investments (i.e. 

the risk profile of the strategy) in making investment decisions. 

 

  

Member C – no further contributions based on the median pension fund size of £7,100 and 

based on the median age of 58.  The Trustees believe that this is a good representation of 

the Scheme membership with DC/DB AVC assets with Prudential. It is based on being 

invested in the Prudential Cash Accumulation With-Profits Fund as this is the fund with the 

highest amount of money invested in (around 63% of the money invested with Prudential is 

invested in this fund).  

Member D – no further contributions based on the median pension fund size of £20,400 

and based on the median age of 57.  The Trustees believe that this is a good representation 

of the Scheme membership with DC/DB AVC assets with Clerical Medical. It is based on 

being invested in the Clerical Medical Balanced Fund as this is the fund with the highest 

amount of money invested in (around 44% of the money invested with Clerical Medical is 

invested in this fund).  
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The transaction costs, as defined in regulation 2(1) of the Occupational Pension Schemes (Charges and 

Governance) Regulations 2015, should be based on an average of the previous 5 years’ transaction costs or, 

where data is available for fewer than 5 years, an average of transactions costs over the years for which data 

is available. Currently, less than 5 years of transaction cost information is available from providers, which may 

result in greater volatility in these costs in the short term. It is anticipated that once information is available 

over longer periods, the assumptions made in respect of these costs will demonstrate less volatility. 
 

Value for members 

There is no legal definition of "good value" and the process of determining this for members is a subjective 

one.  Based on advice from the Scheme advisers, Aon, the Trustee has established a cost-benefit analysis 

framework in order to assess whether the member borne charges deliver good value for Members. The 

framework has been designed with reference to the statutory guidance. The assessment against the 

framework is relevant to the current membership. The cost part of the analysis considers the costs and 

charges members pay. The benefit side of the analysis considers the quality of Scheme Governance and 

Management, the quality of Scheme Administration, the quality of Scheme Investments and the quality of 

Scheme Communications.  It also considers any special terms that apply to members under the relevant DC 

and DB AVC policy.  

  

Assumptions and data for illustrations: 

The following assumptions have been made for the purposes of the above illustrations: 

 The projected annual returns on assets are: 

Members A & B: 

 Janus Henderson Cautious Managed Fund 4.0% p.a. 

 LGIM Sterling Liquidity Fund 1.0% p.a. 

 Janus Henderson Institutional Long Dated Gilt Fund 1.4% p.a.  

 Janus Henderson Diversified Growth Fund 4.5% p.a. 

 Janus Henderson Asia Pacific Capital Growth Fund 6.0% pa 

These rates are set by the Trustee after taking advice from the Scheme Actuary. 

 For Members A & B, the projection takes into account the changing proportion invested in the different 

underlying funds.  

Member C  

Prudential Cash Accumulation With-Profits Fund – 5.62%. The assumed rate of growth mirrors that 

used by Prudential in the annual statement as at 31 July 2021 for someone invested in this fund.  This 

assumed growth rate is set by Prudential and not the Trustee. For the purpose of the illustration we 

have used an assumed charge of 1.31% - this is based on the maximum expense of 1% plus the 

additional charge of 0.18% and the transaction costs of 0.13% quoted by Prudential.  

Member D 

Clerical Medical Balanced Fund – 2.25% p.a. The assumed rate of growth is based on that used by 

Clerical Medical in the annual statement as at 31 July 2021 for someone invested in this fund, allowing 

for the current investment split.  This assumed growth rate is set by Clerical Medical and not the 

Trustee. 

 Inflation Is assumed to be 2.5% p.a.  

 The transaction costs have been averaged over a 4 year period for Members A & B (2 years for 

Member C and 3 years for Member D as transaction costs were not available prior to this time) in 

line with statutory guidance to reduce the level of volatility.  A floor of 0% pa has been used for the 

transaction costs if these were negative in any year so as not to potentially understate the effect of 
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The Trustee has carried out a detailed assessment of the Scheme over the period to consider whether good value 

is provided to members in terms of the benefits and services they receive given the level of charges paid. 

 Scheme Governance and Management: The Trustee believes in having robust processes and structures 

in place to support effective management of risks and ensure members interests are protected, increasing 

the likelihood of good outcomes for members. 

 Scheme Administration: The Trustee believes that good administration and record keeping play a crucial 

role in ensuring that members receive the retirement income due to them.  

 Scheme Investments: The Trustee believes that it is important to offer members a range of lifestyle and 

self-select funds.  

 Scheme Communications (including support at retirement): The Trustee believes that effective member 

communications and delivery of the right support helps members understand and improve their 

retirement outcomes. The Trustee believes it is important to have retirement processes that enable 

members to make informed decisions and select appropriate option(s) at retirement. 

 Special terms – the Trustee is mindful of the impact that special terms can have on member outcome 

such as guaranteed annuity rates and/or bonus rates.  Such guarantees can be difficult to value.  

 
 
 
 
 
 
 
 
 

Area Rating Example  

Plan 

Governance 

  The Trustee Board includes both Company and member 

nominated Trustee Directors. 

 All Trustee Directors receive training both at outset and ongoing 

and are required to complete an agreed number of training 

hours per year to ensure that they can fulfil their duties. 

 The Trustee regularly meets to discuss the Scheme and 

discussions at these meetings are documented in writing. The 

Trustee's professional advisers also attend these meetings to 

give advice and guidance to the Trustee.   

 The Trustee has processes in place to deal with conflicts of 

interest and has a risk register that helps the Trustee to mitigate 

any risks related to running the Scheme.  

 The Trustee Directors regularly assess their training needs 

against the Pensions Regulator's scope document.  This scope 

document sets out areas that the Trustee needs to know and 

understand and a list of the documents that the Trustee should 

be familiar with. 

Administration    The Trustee is comfortable with the quality and efficiency of the 

administration processes, as highlighted in the earlier section of 

this Statement.  

Investments    The Scheme provides members with an appropriate range of 

lifestyle and self-select fund options. These are reviewed and 

refined as needed.  For example, during the year, Prudential 

closed the Prudential UK Property Fund.  The Trustee considered 

and agreed with Prudential’s suggested replacement fund; the 

Prudential Dynamic Growth I Fund and this is now available to 

members.  Additionally, during the year, the Trustee reviewed 

For each area we have rated the services either green, amber or red:  

 Green – we believe that the services provided represent good value to our members and help 

to deliver better member outcomes, 

 Amber – some of the services provided offer good value, however, we have identified gaps 

where these services could be improved, 

 Red – none of the services provided represent good value for our members and action will be 

taken to address this.  
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Under the Trustee’s assessment framework, the Trustee believes that the Scheme delivers value for its members. 

The Trustee will continue to monitor the Scheme against the Regulator's governance standards to ensure it 

continues to deliver value. 

3.   Trustee's Knowledge and Understanding (TKU) 
 

The comments in this section relate to the Trustee as a body in dealing with the whole Scheme and are not 

restricted to the DC/DB AVC section of the Scheme. The Trustee meets the Pension Regulator's TKU 

requirements (as set out under Code of Practice 7).  

 

All of the Trustee Directors have successfully completed the Pension Regulator's e-learning toolkit. The 

Trustee’s toolkit is an online module-based training tool that trustees can complete to gain an understanding 

of the key elements of managing a pension scheme.  It is provided by the Pensions Regulator.  

 

With the exception of the new Trustee Director (appointed in June 2020), all other Trustee Directors have 

successfully gained the PMI Award in Pension Trusteeship (APT).  The Pensions Management Institute (PMI) is 

a recognised professional body for pensions professional and the APT is a qualification for trustees to 

demonstrate their TKU in line with the requirements set out in the Pensions Act 2004. 

 

Each Trustee Director takes personal responsibility for keeping themselves up-to-date with relevant 

developments to meet their training needs. This includes attending pension conferences, reading pension 

related material supplied by Aon, XPS and training provided at Trustee's meetings. A formal training log is 

maintained by the Secretary to the Trustee to record the training undertaken.  The Trustee undertook a self-

evaluation assessment of training needs in September 2020 and this was used to identify training to be 

provided over the Scheme year.   
 
  

and reduced the number of funds available to make these more 

manageable. However the range still covers the main asset 

classes that would be typically of interest to DC members.  

 The investment strategy and performance is monitored and 

reviewed by the Trustee. 

 Fund factsheets are produced quarterly for members and these 

are available to download or can be requested via the 

administrators.  

Member 

communication  

  An annual newsletter is issued to members which includes topics 

specific to DC/DB AVCs, where relevant.   

 The Trustee communicates directly with members where there 

are important messages to convey. For example, during the year 

the Trustee wrote to members of the Clerical Medical Invesco 

Perpetual High Income Fund regarding an issue that had arisen.  

 At retirement, members receive a quotation that takes into 

account their DC/DB AVCs, highlighting the options available to 

them. 

 A pre-retirement webinar was held in the year that explained the 

retirement options available from both the DB and DC sections. 

Special terms   Special terms apply to members invested in the Phoenix Life 

policy, which include valuable guaranteed annuity rates at 

retirement which would be lost on transfer to another 

arrangement.   

 Members invested in the Prudential Cash Accumulation With-

Profits fund are entitled to guaranteed bonus rates which would 

be lost on transfer.     
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In addition to the skills within the Trustee board, the Trustee also engages with appointed professional advisers 

regularly to ensure that the Scheme is well run and functions are exercised properly. Regular Trustee's meetings 

are held throughout the year where advice is provided, discussions are held and decisions are taken in relation 

to any matters material to the Scheme's running. During the Scheme year, six Trustee's meetings were held. The 

wider knowledge and background of the Trustee from each individual's 'day job', which include positions in the 

Company's finance and HR departments, also assist in the Trustee functioning as an effective body. 
 

Demonstrating a working knowledge of key scheme documents 

The Trustee has engaged with its professional advisers regularly throughout the year to ensure that it exercises 

its functions properly and takes professional advice where needed. In exercising its functions this has required 

knowledge of key scheme documents such as their governance documents, Trustee's Report & Accounts and 

Statement of Investment Principles. A few of the areas that support this statement are set out below:  

 Updated the Statement of Investment Principles,  

 Signed off of the Trustee’s Report and Accounts,  

 Reviewed the risk register and high priority risks,  

 Produced and monitored a Cyber Incident Response Plan and undertook a cyber assessment to 

monitor the adequacy of the current controls in place to prevent cyber security breaches, 

 Monitored and updated the business plan,  

 Reviewed quarterly administration reports to monitor service delivery against agreed service levels 

standards and assessing the member experience, 

Demonstrating knowledge of principles relating to investment and funding of DC schemes  

To show how the Trustee has demonstrated that it has sufficient knowledge and understanding of principles 

relating to investment of DC schemes it also undertook the following actions: 

 Updated the Statement of Investment Principles for the Trustee's policies around how the Trustee 

delegates its voting rights, considers costs to members/the Company (including how parties are made 

fully aware of the costs) and how the Trustee monitors the Investment Managers.  

 Undertook and reviewed the results of a Trustee survey used to identify the Trustee’s investment 

policies.    

 Undertook training from their investment consultant on investment issues.  

 Received quarterly investment market updates from their managers/investment advisers. 

 Carried out an annual review of the Clerical Medical arrangement.  

 Consolidated the fund range offered to DC members.    

 Undertook training around the equalisation of Guaranteed Minimum Pensions (GMP) and also new 

requirements relation to the triennial Scheme valuation which is relevant as some DC members have 

a GMP underpin. 

 Reviewed the operation of the Scheme against the aim and objectives set out in the Statement of 

Investment Principles and produced an Implementation Statement to demonstrate how these aims 

and objectives have been met. 
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Demonstrating knowledge and understanding of the law relating to pensions and trusts 

To show how the Trustee has demonstrated that it has sufficient knowledge and understanding of principles 

relating to pensions and trusts the Trustee undertook the following actions: 

 Received further refresher training around the requirements of the General Data Protection 

Regulations for trustee boards.  

 Updated the risk register and produced a forward-looking focused business plan, 

 Carried out a review of the Scheme advisers and concluded that the service received is appropriate,  

 Carried out a review of the effectiveness of the Trustee Board and has put in place a plan to address 

some areas where effectiveness can be improved (such as maintaining a focused business plan), 

 Reviewed the process around avoiding Pension Liberation taking into account latest guidance,  

 Undertook training around cyber risk, including participating in a simulated phishing exercise.  

 

The Trustee board is made up of five Trustee Directors with varying skill sets and who have varying 

backgrounds including investment and administration expertise.  As already highlighted the Trustee carries out 

an annual review of its effectiveness.  The latest review, considered at the Trustee’s meeting of 25 September 

2020, led to the decision to produce a focused business plan looking at the next 12 months and the Risk 

Register becoming a regular agenda item going forward.  

The Trustee considers that it meets the Pension Regulator's Trustee Knowledge and Understanding 

requirements and is confident that the Board's combined knowledge and understanding, together with the 

support of its advisers, enables it to properly exercise its functions as the Trustee of the Scheme. 

 

 

 

--------------------------------------------------------------- 

Signed on behalf of the Trustee of the NSK Pension Scheme:  

 

 

 

Name/Position: Steve Metcalfe/Chair of Trustee 

 

 

 

Date of signing: ……………………………………………………………………….. 
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