
The Chair’s Statement 

This statement has been prepared by the Trustee of the P&O Princess Cruises Pension Scheme (“the 

Scheme”) to demonstrate how the Scheme has complied with the governance standards introduced 

under the Occupational Pension Schemes (Charges and Governance) Regulations 2015 in relation 

to: 

 Providing a default investment arrangement for members 

 Processing financial transactions 

 Assessment of charges and transaction costs 

 Meeting the requirements for trustees’ knowledge and understanding. 

This statement covers the period from 1 April 2018 to 31 March 2019 (the Scheme Year). The report 

also covers the closed money purchase AVC arrangement that is in place under the Defined Benefit 

(DB) Section of the Scheme 

The Trustee believes that it has taken the necessary steps to ensure compliance with the governance 

standards. A copy of this document is contained on a publicly accessible website and can be found at 

www.pocruises.com/legal-and-privacy/pensions. 

Investment strategy – relating to the Scheme’s default
 
investment option and self-select 

options 

The Trustee’s long-term investment objective is to offer suitable investment options with appropriate 

liquidity which will generate income and capital growth. These, together with contributions from 

members and the Principal Employer, will provide a fund which will be used to secure members’ 

benefits at retirement. The Trustee aims to meet the long-term objective by: 

■ Identifying appropriate investment managers 

■ Providing a range of investment options which aim to meet members differing personal investment 
requirements throughout their membership and have sufficient investment choice to satisfy their 
differing risk appetites and risk profiles 

■ Monitoring the investment funds that are made available to members   

■ Seeking advice, as appropriate, from the Scheme’s advisers 

For members who did not make an active investment decision when the DC Section opened on  

1 June 2016, the Trustee made a default investment strategy available. Having taken advice from its 

advisers, which analysed the Scheme’s membership to formulate a view on the investment needs of 

the members, the Trustee decided to offer a ‘drawdown focused’ lifestyle strategy as the Scheme’s 

default investment strategy. The Trustee believes that this is suitable for the majority of the Scheme’s 

membership. 

The objective of the Drawdown focused lifestyle strategy is to generate capital growth over the long 

term through investing in a diversified portfolio that provides an appropriate balance between risk and 

return. In the 5 years prior to retirement, the lifestyle strategy aims to reduce volatility of the member’s 

expected pension fund by investing in bonds, gilts and cash. The Drawdown focused lifestyle strategy 

is designed for those members looking to use their retirement account to maintain investment growth 

at retirement age and move to a drawdown arrangement which allows members to take income as 

and when required.     



The Trustee is required to review the default investment strategy at least every three years (or if there 

has been a significant change in the membership or investment policy) and the next review will take 

place in late 2019.   

The Trustee makes available two other lifestyle strategies targeting different retirement outcomes.  

They are the Annuity focused lifestyle strategy and the Cash focused lifestyle strategy.  

Whilst there was no default fund in place for DB members who paid AVCs into the Standard Life 

arrangement, there was an investment change undertaken in 2013, whereby the Trustee decided to 

close a number of funds to new contributions. Members contributing into these funds had their 

contributions automatically redirected into the Standard Life Deposit and Treasury Pension Fund 

unless they made an active investment decision. Therefore, this fund is defined as a default fund for 

the purposes of this Statement.  

A copy of the Scheme’s Statement of Investment Principles, including those relating to the default 

investment strategy, is included in Appendix C. The Statement of Investment Principles can also be 

found online at www.pocruises.com/legal-and-privacy/pensions. 

Investment Monitoring 

The Trustee reviews both the performance of the default investment strategy and the self-select 

options on a regular basis. The Trustee also monitors the performance of the investment funds in 

conjunction with its advisers, against the agreed performance objectives.   

The Trustee’s adviser has undertaken a review of the Scheme’s investment governance processes 
which took into account some recent changes to the investment section of the DC Code of Practice 
and has confirmed that they remain in line with good market practices. 

Core financial transactions 

The Trustee regularly monitors the core financial transactions of the Scheme. These include the 

investment of contributions, transfers into and out of the Scheme, fund switches and payments out of 

the Scheme to and in respect of members. 

The Trustee has service level agreements (SLAs) in place with the provider, Scottish Widows 

(formerly Zurich), which are the Trustee’s expectation for the promptness of processing financial 

transactions. The SLAs vary dependent on the administration task (ranging from one to two business 

days for time critical tasks such as investment switches and up to ten business days for non time 

critical tasks such as more complex member enquiries). SLAs  were considered as part of the process 

the Trustee undertook to select Zurich as its DC pension provider when the DC Section was set up. 

Scottish Widows provides quarterly administration reports which includes details of performance 

against SLAs.  

Scottish Widows has processes in place to help it meet its SLAs such as a task logging system used 

to allocate tasks and manage workloads. 

During the reporting period from 1 April 2018 to 31 March 2019, the Trustee satisfied itself that core 

financial transactions were processed promptly and accurately by: 

■ Ensuring appropriate documentation was in place recording payments in and out of the Scheme. 

■ Monitoring, assessing and reconciling financial transactions through the quarterly reporting 
provided by Scottish Widows. 

■ Ensuring Scottish Widows has in place appropriate internal processes and controls which includes 
the checking and reconciliation of investment and banking transactions. 



Service standards in relation to manually processed non-time critical tasks remained poor over the 

reporting period. However, the Trustee continues to monitor Scottish Widows and is continuing to 

seek improvements to service levels. The Trustee works with its advisers to understand the key 

issues and will be undertaking a review of Scottish Widows as the Scheme’s provider later in 2019. 

Consideration will specifically be given to administration performance when undertaking this review. 

The Trustee reviews the quality of Scheme data held on a regular basis and is satisfied that the data 

quality has remained good over the period. 

The Scheme’s appointed auditors have also audited the Scheme’s accounts in relation to the period 

to which this statement relates.   

In 2019 Willis Towers Watson undertook an independent review of the Scheme’s governance 

processes and internal controls and confirmed that it is compliant with the Pensions Regulator’s DC 

Code of Practice (July 2016). The Scheme is also compliant with the Code of Practice No. 5 in 

relation to reporting late payments of contributions and with the relevant legislation.  

 

Member borne charges and transaction costs 

The total expense ratio (TER) applied to the funds available for selection by members of the Scheme 

are set out in the tables below. TER is a measure of the costs associated with managing and 

operating an investment fund.  These costs consist primarily of annual management charges (AMC) 

and variable additional expenses such as trading, legal and auditor fees and other operational 

expenses.  

Transaction costs are those incurred by the investment managers as a result of buying, selling, 

lending or borrowing investments and are usually taken into account via the unit price for each of the 

funds. The Financial Conduct Authority (FCA) has set out a specific method for providers and 

managers to calculate transaction costs and they are typically categorised as being explicit costs or 

implicit costs. 

■ Explicit costs are directly observable and include broker commissions and taxes. 

■ Implicit costs cannot be observed in the same way but occur, for example, where the price on 
placing a trade instruction is different to the price paid when the trade is executed. This can also 
lead to ‘negative’ transaction costs or small ‘gains’ where the price when placing a trade 
instruction is higher than the price when the actual trade is executed. 

Default strategy 

The charges applied to the funds that make up the Scheme’s default strategy over the Scheme Year 
are as follows: 

               Fund 

 

                                           

Fund charges  Transaction 

costs 

Annual 

Management 

Charge (AMC) 

 Additional Fund 

Expenses 

(variable) 

 Total 

Expense 

Ratio (TER) 

 

Default 

Strategy 

Legal & General 

Diversified Fund 
0.46% p.a. + 0.01% p.a. = 0.47% p.a.  - 0.06%. 

Legal & General Pre-

Retirement Fund 
0.35% p.a. + 0.00% p.a. = 0.35% p.a.  - 0.01% 



BlackRock Sterling 

Liquidity Fund 
0.27% p.a. + 0.00% p.a. = 0.27% p.a.  0.02% 

 

Members are invested in these funds in varying proportions depending on their term to retirement. 
The maximum TER for the default lifestyle strategy is 0.47% p.a.  

Alternative lifestyle strategies and self-select fund range 

The charges applied to the self-select fund range (which are also component funds in the alternative 
lifestyle strategies) are as follows (please note the table only includes funds in which members of the 
Scheme have chosen to invest): 

               Fund 

 

                                           

Fund charges  Transaction 

costs 

Annual 

Management 

Charge (AMC) 

 Additional Fund 

Expenses 

(variable) 

 Total 

Expense 

Ratio (TER) 

 

Self-

select 

BlackRock Aquila 

30/70 Currency 

Hedged Global Equity 

Index 

0.33% p.a. + 0.01% p.a. = 0.34% p.a.  0.01% 

Legal & General 

Diversified Fund 
0.46% p.a. + 0.01% p.a. = 0.47% p.a.  - 0.06%. 

L&G Pre-Retirement 

Fund 
0.35% p.a. + 0.00% p.a. = 0.35% p.a.  - 0.01% 

BlackRock Sterling 

Liquidity Fund 
0.27% p.a. + 0.00% p.a. = 0.27% p.a.  0.02% 

 
 

Standard Life AVC policy 

This is a closed AVC policy and the level of charges applying to the investment funds during the 

reporting period are set out in Appendix A.  

Further note on transaction costs 

Since 6 April 2015, all Trustee Boards in the UK have been required (insofar as they are able) to 

assess transaction costs and report on them in the chair’s statement. The provision of transaction 

cost information from investment managers has been very limited due to the complex nature of 

investments and lack of standard disclosure requirements.  

Following a consultation, the Financial Conduct Authority (FCA) has established a defined 

methodology to calculate transaction costs. These requirements took effect from 3 January 2018 and 

investment managers are now obliged to report transaction costs using this methodology going 

forward.  

In order to comply with the requirements as fully as possible at this point in time, the Trustee has 

asked Scottish Widows and Standard Life for details of any transaction costs it is able to provide.  

Both providers have provided transaction costs incurred by members at a fund level and these details 



have been included in this statement. Total transaction costs have been calculated as a percentage of 

the average fund value over the reporting period. 

The Trustee has concluded that, based on the limited information available, the transaction costs 
reported over the period do not appear unreasonable, but there is insufficient available data to assess 
their appropriateness at this stage. 

Illustration of costs and charges 

The Trustee has taken into account the new statutory guidance which requires trustees to provide an 

illustration comparing the cumulative effects of costs and charges on example members’ funds.  

The illustrations and corresponding information can be found in Appendix B. 

Value for Members (VFM) 

The Trustee is committed to ensuring that members receive value for the services that are provided 

under the Scheme, in particular the costs that are met by the members themselves, and keeps value 

for members in mind on an ongoing basis, including it as an item on the Scheme’s risk register. The 

Trustee undertakes an annual value for members assessment taking into account the requirements 

within the Pensions Regulator’s DC Code of Practice with support from its advisers. In carrying out 

this value for members assessment, the Trustee considers the following areas which encompass the 

total services members receive: scheme management, investment, charges, administration and 

communications. 

The Trustee with independent input and assessment by its adviser, concluded that the Scheme 

continued to provide excellent VFM over the period as the Scheme offers a wide range of services 

that benefits its members including:  

■ Stringent investment governance and monitoring by the Trustee. 

■ A fund range with competitive fund charges. 

■ A range of communications and online tools to assist members with making appropriate choices.  

Trustee knowledge and understanding (TKU) 
 
The Trustee has a TKU process in place which enables the Trustee, together with the advice 

available to them, to exercise its functions as Trustee of the Scheme. The Trustee is satisfied that it 

has sufficient knowledge and understanding of the law relating to pensions and the principles relating 

to the funding  and investment of occupational scheme.  The Trustee has met its knowledge and 

understanding duties during the reporting period and its approach to meeting the TKU requirements 

includes: 

■ A Board which includes a professional Trustee, who attend regular external seminars and 
workshops.  

■ A TKU assessment is undertaken via a questionnaire at least every three years or on the 
appointment of a new Trustee and training plans have been put in place. The latest TKU 
assessment took place during the 2018/19 Scheme Year and the Trustee has put in training plans 
to ensure any knowledge gaps are filled. 

■ All Trustees have either completed or are in the process of completing the Pensions Regulator’s 
trustee toolkit.  

■ Ensuring that the Trustee has a working knowledge through training of all key documents setting 
out the Trustee’s current policies including the Trust Deed and Rules and current Statement of 
Investment Principles 



■ Training from its advisers on topical items is provided on a regular basis. i.e. ESG investments 
and changes to governance requirements  

■ All training and attendance at appropriate seminars is recorded via the Trustee training logs. 

■ The Trustee receives general updates from its advisers about matters relevant to the Scheme.  

Statement of compliance 
 
On behalf of the Trustee of the P&O Princess Cruises Pension Scheme, I confirm that the Trustee 
and its advisers are of the view that  the Scheme has met and exceeded the minimum governance 
standards as defined in the Occupational Pension Scheme (Charges and Governance) Regulations 
2015 during the period 1 April 2018 to 31 March 2019. 
 
The Trustee has also reviewed the requirements and expectations set out in the Pensions Regulator’s 
DC Code of Practice (July 2016) as they relate to the Scheme and will continue to monitor adherence 
on an ongoing basis.     
 

 
 
Signed                                                                                           Date 17

th
 September 2019  

Chair 

P&O Princess Cruises Pension Scheme 

  



Appendix A – Standard Life AVCs 

The AVC fund range with Standard Life and the accompanying charges are set out below. Please 

note the table only includes funds in which members of the Scheme have chosen to invest: 

Fund 

 
Fund charges  

Transaction 

costs 

 

Annual 

Management 

Charge (AMC) 

 

Additional Fund 

Expenses 

(variable) 

 

Total 

Expense 

Ratio (TER) 

 

 

Standard Life Annuity 

Targeting Pension 

Fund 

0.60% p.a. + 0.01% p.a. = 0.61% p.a.  0.07% 

Standard Life At 

Retirement (Multi-

Asset Universal) 

Pension Fund 

0.60% p.a. + 0.04% p.a. = 0.64% p.a.  0.12% 

Standard Life Deposit 

and Treasury Pension 

Fund 

0.60% p.a. + 0.01% p.a. = 0.61% p.a.  0.09% 

Standard Life Far 

East Pension Fund 
0.60% p.a. + 0.10% p.a. = 0.70% p.a.  0.13% 

Standard Life 

International Equity 

Pension Fund 

0.60% p.a. + 0.03% p.a. = 0.63% p.a.  0.07% 

Standard Life Long 

Corporate Bond 

Pension Fund 

0.60% p.a. + 0.01% p.a. = 0.61% p.a.  0.05% 

Standard Life 

Managed Pension 

Fund 

0.60% p.a. + 0.02% p.a. = 0.62% p.a.  0.12% 

Standard Life 

Property Pension 

Fund 

0.60% p.a. + 0.03% p.a. = 0.63% p.a.  0.09% 

Standard Life Stock 

Exchange Pension 

Fund 

0.60% p.a. + 0.03% p.a. = 0.63% p.a.  0.09% 

SI BlackRock World 

Ex UK Equity Tracker 

Pension Fund 

0.60% p.a. + 0.02% p.a. = 0.62% p.a.  0.04% 

SI BlackRock 

Managed (50/50) 

Global Equity Pension 

Fund 

0.60% p.a. + 0.02% p.a. = 0.62% p.a.  0.05% 

SI Ishares UK Equity 

Index Pension Fund 
0.60% p.a. + 0.01% p.a. = 0.61% p.a.  * 



 

* The transaction costs for this fund were unavailable from Standard Life at the time this statement 

was produced. 

There are a number of with-profits funds in which some members are invested. For these funds, there 
is no explicit charge, however these are taken into account when Standard Life calculates the annual 
bonus. 
 

 
 

  



Appendix B – Illustration of costs and charges 

The following tables have been produced by Scottish Widows to show the compounding effect of 

costs and charges over time based on a range of funds available under the Scheme. The Trustee is 

required to include this information in the Chair’s Statement and the relevant guidance from the DWP 

has been taken into account when producing these illustrations.  

Please read the tables in conjunction with the notes underneath. It is also important to note that the 

illustrations are purely shown to convey the impact of costs and charges over time and are in no way 

guarantees of the level of returns that may be achieved through investing in the representative funds. 

Example A: Impact of costs and charges of investing in the Drawdown Focussed Lifestyle 

Strategy (the default option under the Scheme)  

This illustration is based on an active member of the Scheme with total contributions of £1,250 per 

month being paid. The starting DC fund value is £37,000. We have shown a range of ages because 

the charges and expected growth rates change as a member approaches retirement due to the 

proportion of assets invested in each component fund. 

Years 

Age 35 Age 40 Age 50 Age 55 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

1 £ 52,300  £ 52,100  £ 52,300  £ 52,100  £ 52,300  £ 52,100  £ 52,300  £ 52,000  

3 £ 83,500 £ 82,700 £ 83,500 £ 82,700 £ 83,500 £ 82,700 £ 83,100 £ 82,300 

5 £ 115,000  £ 113,000  £ 115,000  £ 113,000  £ 115,000  £ 113,000  £ 113,000  £ 112,000  

10 £ 199,000  £ 193,000  £ 199,000  £ 193,000  £ 195,000  £ 190,000  - - 

15 £ 287,000  £ 276,000  £ 287,000  £ 276,000  - - - - 

20 £ 381,000  £ 361,000  £ 375,000  £ 356,000  - - - - 

25 £ 473,000 £ 443,000 - - - - - - 

 

Notes: 

■ Projected pension account values are shown in today’s terms. 

■ Starting Fund: £37,000. Starting Contributions: £1,250pm. Invested in the Drawdown Focussed 
Lifestyle strategy. 

■ This table shows the development of the projected pot size over time for a sample of ages 
assuming the pension pot is invested in the Default Lifestyle Strategy. 

■ For the Default Lifestyle Strategy, the development of the projected pension pot depends on the 
member’s current age because the funds change as the member approaches retirement. 

■ Retirement is assumed to be at age 60. 

■ Inflation is assumed to be 2.5% each year. 

■ Gross contributions of £1,250 per month are assumed from the start of the projection to retirement 
and are assumed to increase in line with inflation at 2.5% per year. 

■ Values shown are estimates and are not guaranteed. 



■ For the default lifestyle strategy, the projected growth rate varies over time as the funds invested 
in change. 

■ The real projected growth rate is between 0.4% and 1.0% above inflation depending on the 

proportion invested in each component fund. 

 

Example B: Impact of costs and charges of investing in a range of self-select funds 

This illustration is based on an active member of the Scheme with total contributions of £1,250 per 

month being paid. The starting DC fund value is £37,000. As these are single funds, there is no 

variation in expected growth rates or charges over time. Therefore, we have shown the effect over a 

25 year period broadly based on the youngest member of the Scheme. 

Years 

Zurich Aquila 30/70 
Curr Hdg Global 

Equity Fund 

Zurich BlackRock 
Sterling Liquidity 

Fund 

Zurich L&G Pre-
Retirement Fund 

Zurich Legal & 
General 

Diversified Fund 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

Before 
charges 

After 
charges 

1 £ 53,100  £ 53,000  £ 50,900  £ 50,800  £ 51,300  £ 51,200  £ 52,300  £ 52,100  

3 £ 87,100 £ 86,400 £ 78,000 £ 77,500 £ 79,700 £ 79,100 £ 83,500 £ 82,700 

5 £ 123,000  £ 121,000  £ 104,000  £ 103,000  £ 107,000  £ 106,000  £ 115,000  £ 113,000  

10 £ 224,000  £ 219,000  £ 165,000  £ 162,000  £ 174,000  £ 171,000  £ 199,000  £ 193,000  

15 £ 342,000  £ 331,000  £ 220,000  £ 215,000  £ 238,000  £ 231,000  £ 287,000  £ 276,000  

20 £ 480,000  £ 460,000  £ 270,000  £ 262,000  £ 299,000  £ 288,000  £ 381,000  £ 361,000  

25 £ 641,000 £ 608,000 £ 315,000 £ 304,000 £ 357,000 £ 341,000 £ 482,000 £ 450,000 

 

Notes: 

■ Projected pension account values are shown in today’s terms. 

■ Starting Fund: £37,000. Starting Contributions: £1,250pm. Invested in the Drawdown Focussed 
Lifestyle strategy. 

■ Retirement is assumed to be at age 60. 

■ Inflation is assumed to be 2.5% each year. 

■ Gross contributions of £1,250 per month are assumed from the start of the projection to retirement 
and are assumed to increase in line with inflation at 2.5% per year. 

■ Values shown are estimates and are not guaranteed. 

■ The real projected growth rates for each fund are as follows: 

˗ Zurich Aquila 30/70 Curr Hdg Global Equity Fund: 3.1% above inflation 

˗ Zurich BlackRock Sterling Liquidity Fund: 2.0% below inflation 

˗ Zurich L&G Pre-Retirement Fund: 1.0% below inflation 

˗ Zurich Legal & General Diversified Fund: 1.2% above inflation 



Appendix C: Statement of Investment Principles  


