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The Chairman’s Statement Regarding DC Governance: 6 October 2020 – 5 October 2021 

This statement is produced pursuant to Regulation 23 of the Occupational Pension Schemes (Scheme 
Administration) Regulations 1996, as amended by subsequent legislation. It explains how the Royal College of 
Surgeons Pension Scheme (“the Scheme”) is meeting the governance standards that apply to occupational 
pension schemes that provide money purchase benefits (i.e. Defined Contribution schemes – DC). 

Default arrangement 
There are two distinct policies; they are known as “MK30” and “P000046205”. This statement is in respect of 
both policies.   

No review of the default investment strategy has taken place during the scheme year however the Trustees 
intend to conduct a review in the year ending 5th October 2022, the results of which will be included in the 
relevant Chairman’s Statement. 

MK30 

All members of the MK30 Scheme are invested in the default strategy arrangement chosen by the Trustees with 
the advice of their Investment Consultant. 

The strategy for MK30 is to invest in the Scottish Widows With-Profits Fund for the duration of a member’s time 
in the Scheme. This fund invests in a mix of assets such as equity, property, bonds and cash (the asset allocation 
of the fund as at 31st December 2021 can be viewed at Asset mix of the Scottish Widows With Profits Fund 
(https://adviser.scottishwidows.co.uk/assets/literature/docs/43982B.pdf). The arrangement includes 
guaranteed benefits payable at members’ Normal Retirement Date, with regular bonuses added.  At retirement, 
a Guaranteed Annuity Rate applies to members in the Scheme prior to February 1999 at a rate of 9.09% for 
females and 9.80% for males payable at 60 on a single life basis.  

The Conventional With-Profit fund with Scottish Widows is the only fund that is available in the MK30 section. 
Transferring from the With-Profit fund would mean that the guarantees would no longer apply. For this reason, 
the Trustees have not reviewed current or alternative investment funds in place during the Scheme year as it 
would mean transferring members from this arrangement and giving up the valuable guarantees. As such, the 
Trustees do not make any other investment options available for members to self-select. 

The total value of the funds as at 5th October 2021 was £1,131,606. 

The Trustees have set up processes to publish relevant information on the default arrangement online at the 
following URL: www.rcsed.ac.uk/Pension-Scheme and will notify members about this in their annual benefit 
statements. 

Processing Scheme transactions 

The Trustees have a specific duty to ensure that core financial transactions relating to the DC section are 
processed promptly and accurately. These include 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 administrator, Scottish Widows and 
its investment manager. During the year, transactions totalling £390,835.67 were processed in respect of an 
annuity purchase for one member and assignments for two members.  

The Trustees periodically review the processes and controls implemented by those organisations and consider 
them to be suitably designed to achieve these objectives. The Trustees have a service level agreement (SLA) in 
place with the Scheme administrator which covers the accuracy and timeliness of all core transactions and 
receive regular reports to monitor the performance against those service  

levels. The processes adopted by the Scheme administrator to help meet the SLA include a dedicated 
contribution processing team, and four eyes checking of investment and banking transactions. There were no 
issues relating to the processing of Scheme transactions. 

We will also perform periodic assessments of methods and efficiency of the Scheme’s administrators and will 

https://adviser.scottishwidows.co.uk/assets/literature/docs/43982B.pdf
http://www.rcsed.ac.uk/Pension-Scheme


 
 

 

challenge them in terms of efficiency using available facilities including technological functionality.  

In light of the above, the Trustees consider that the requirements for processing core financial transactions 
specified in the Administration Regulations (The Occupational Pension Schemes (Scheme Administration) 
Regulations 1996) have been met. 

Charges and transaction costs – default arrangement 
The law requires the Trustees to disclose the charges and transactions costs borne by DC scheme members and 
to assess the extent to which those charges and costs represent good value for money for members. These 
transaction costs are not limited to the ongoing charges on member funds but should also include trading costs 
incurred within such funds. We have taken account of statutory guidance when preparing this section of the 
report. 

Details of the Total Expense Ratio (TER) payable for the With-Profit fund as well as the transaction costs are 
outlined below. 

Fund TER (%) Transaction Cost (%) 

SW With-Profits Fund -* 0.20** 

Source: Scottish Widows. *The annual charge for the With-Profits Fund is implicit in the declared bonus rate, 
therefore there is no explicit TER. 

 **Transaction costs noted as at 31st December 2021 (confirmed by Scottish Widows 28th April 2022).  

Cumulative effect of charges  

The compounding effect of charges on member’s fund is illustrated below. The illustrations are in respect of the 
6 remaining contributing members of MK30 who were still paying contributions as at 5 October 2021. 

Illustrations for an “Average” active member – Default Strategy (SW With-Profits Fund) 

Years from now Before Charges After Charges and costs deducted 

1 £115,000 £114,000 

2 £120,000 £117,000 

3 £125,000 £121,000 

4 £131,000 £125,000 

5 £136,000 £129,000 

6 £142,000 £133,000 

7 £147,000 £136,000 

8 £153,000 £140,000 

9 (retirement) £159,000 £144,000 

Total Charges £14,100 

Assumptions 

The above illustrations have been produced for an “average” contributing member of the Scheme based on 
the Scheme’s membership data. The “Default Strategy” illustration assumes the member’s asset allocation 
remains fully invested in the current default strategy. The illustrative results are presented in real terms, i.e. 
in today’s money, to help members have a better understanding of what their pension pot could buy in 
today’s terms.  

The illustrative amounts noted above have been rounded to three significant figures.  

Age 51 (the average age of the Scheme’s contributing 
membership) 

Illustrative Retirement Age 60  



 
 

 

Starting Pot Size  £110,539 (the average pot size of the Scheme’s contributing 
membership) 

Illustrative Annual Contribution £1,727 (the average annual contribution paid into the 
Scheme) 

Inflation Assumption 2.5% p.a. 

Rate of Contribution Growth 0.0% p.a. (based on the average annual contribution for these 
6 members being the same as the previous year - to 5th 
October 2020) 

Illustrative future smoothed gross annual 
return on investment: (SW with-profits) 

3.0% above inflation 

Annual Charges Assumed annual charge of 1.2% (which is broadly Scottish 
Widow’s standard annual management charge plus the 0.20% 
transaction cost for the with-profits fund) 

The illustrations below are in respect of the deferred members of MK30 as at 5 October 2021. 

Illustrations for an “Average” deferred member – Default Strategy (SW With-Profits Fund) 

Years from now Before Charges After Charges and costs deducted 

1 £26,700 £26,400 

2 £27,500 £26,900 

3 £28,300 £27,400 

4 £29,200 £27,800 

5 £30,000 £28,300 

6 (retirement) £30,900 £28,800 

Total Charges £2,010 

Assumptions 

The above illustrations have been produced for an “average” contributing member of the Scheme based on 
the Scheme’s membership data. The “Default Strategy” illustration assumes the member’s asset allocation 
remains fully invested in the current default strategy. The illustrative results are presented in real terms, i.e. 
in today’s money, to help members have a better understanding of what their pension pot could buy in 
today’s terms.  

The illustrative amounts noted above have been rounded to three significant figures.  

Age 54 (the average age of the Scheme’s deferred membership) 

Illustrative Retirement Age 60  

Starting Pot Size  £26,021 (the average pot size of the Scheme’s deferred 
membership) 

Inflation Assumption 2.5% p.a. 

Illustrative future smoothed gross annual 
return on investment: (SW with-profits) 

3.0% above inflation 

Annual Charges Assumed annual charge of 1.2% (which is broadly Scottish 
Widow’s standard annual management charge plus the 
0.20% transaction cost for the with-profits fund) 

With regard to the value for members assessment, the Trustees have a good understanding of the membership 
demographics of the Scheme and as such have a view as to what good member outcomes should look like for 
the Scheme’s members in aggregate. We understand that value for members does not necessarily mean 
selecting the cheapest offer and in our ongoing reviews of value for members we consider many factors 
including quality of customer service, member communications and support, the efficiency of administration 



 
 

 

services, the robustness of scheme governance, fund management and performance of the funds. With this in 
mind, the Trustees understand that the current strategy is not the most modern arrangement, but given the 
valuable Guaranteed Annuity Rate in place, we are mindful to protect these guarantees in order to ensure that 
members will not be worse off.   

The Trustees have set up processes to publish relevant information on the costs and charges of the default 
arrangement online at the following URL: www.rcsed.ac.uk/Pension-Scheme and will notify members about this 
in their annual benefit statements. 

P000046205 

The fund range made available by Scottish Widows to the Trustees within this insurance policy is wide and 
members have selected their own investments as part of choices made available to them.  The Trustees believe 
that the fund range is sufficiently wide to provide an appropriate range of choices for members given differing 
attitudes to risk and demographics. 

As the Scheme has less than 100 members, has no contributions payable and is not used for auto-enrolment 
purposes, a Statement of Investment Principles has not been prepared. 

The Trustees have set up processes to publish relevant information on the available funds online at following 
URL: www.rcsed.ac.uk/Pension-Scheme and will notify members about this in their annual benefit statements.  

The total value of the funds as at 5th October 2021 was £2,741,671.  We have set out below details of the funds 
which members are currently invested in and the total fund value relevant to each fund.  The fund information 
was obtained from the Scottish Widows Pension Funds Investor’s Guide (04/20).  This Guide is currently being 
updated and a 2021 version is not yet available. 

 
• Building Society Fund.  The fund aims to provide long-term growth by investing mainly in a range of 

higher rate building society deposit accounts. In certain circumstances, for example if there are no 
suitable building society investments, part of the fund may invest in other types of short-term deposits.  
The total value of this investment as at 5th October 2021 was £18,984. 
 

• Cash.  The fund aims to provide long-term growth consistent with high levels of capital security by 
investing mainly in short-term securities.  The total value of this investment as at 5th October 2021 was 
£28,742. 
 

• Corporate Bond.  The fund aims to achieve long-term growth by investing primarily in high quality, 
investment grade corporate bonds and other fixed interest securities issued by  

 

companies in the UK and Europe.  The total value of this investment as at 5th October 2021 was 
£307,140. 

 
• Equity.  The fund aims to achieve long-term growth by investing mainly in UK company shares. The total 

value of this investment as at 5th October 2021 was £1,044,953. 
 

• Ethical.  To give long-term capital growth by investing in primarily UK companies that demonstrate 
ethical attributes and practices. The fund may also invest in international companies demonstrating 
ethical practices. The companies are selected according to a broad range of negative ethical screening 
criteria. ‘Negative screening’ means using a fund’s agreed screening criteria to exclude undesirable 
investments, such as shares in companies which sell weapons or tobacco. The total value of this 
investment as at 5th October 2021 was £32,563. 

 
• Mixed.  The fund aims to achieve long-term growth by investing in a mixed portfolio of UK and overseas 

company shares, fixed interest stocks, index-linked stocks, property and cash deposits. The fund is likely 
to invest mainly in company shares and property.  The total value of this investment as at 5th October 
2021 was £325,847. 

http://www.rcsed.ac.uk/Pension-Scheme
http://www.rcsed.ac.uk/Pension-Scheme


 
 

 

 
• Property.  The fund aims to achieve long-term growth by investing mainly in high-quality freehold and 

long leasehold commercial and industrial properties. Property transactions tend to be larger and more 
complex than for other asset classes. As a result, the proportion of cash held while awaiting suitable 
investment opportunities could be greater than for other funds. The total value of this investment as at 
5th October 2021 was £517,235. 
 

• Fixed Interest.  The fund aims to achieve long-term growth by investing mainly in UK fixed interest 
securities. The fund may also invest in overseas fixed interest securities.  The total value of this 
investment as at 5th October 2021 was £252,249. 
 

• North American.  The American Growth OEIC Fund aim is: 
To provide capital growth through investment in a broad portfolio of shares in North American 
companies with the emphasis on the USA. The benchmark index for the fund is the S&P 500 Index (“the 
Index”). The Investment Adviser seeks to outperform the Index by 0.75% per annum on a rolling 3-year 
basis, before deduction of fees. The S&P Index has been selected as an appropriate benchmark as it 
provides representation of the returns of securities in the North American equities market. The fund 
may only take limited positions away from the Index. This means there are limitations on the extent to 
which the fund’s investment in various sectors may differ to the Index. These limited positions can be 
more than is held in the Index (overweight) or less than is held in the Index (underweight). The total 
value of this investment as at 5th October 2021 was £4,904. 
 

• Pension Portfolio Two.  The Fund aims for long term growth by investing in other funds.  The Fund invests 
in equities, with some exposure to fixed interest securities, by investing in passive index tracking funds. 
The equity investments cover a mix of geographic regions and can include  
 
the UK, other developed markets and emerging markets. The fixed interest securities can be in sterling 
or other currencies and may be issued by governments or companies. The Fund will be reviewed 
periodically by Scottish Widows. In future the Fund could be invested in different funds and additional 
asset types, though the Fund will continue to invest predominantly in equities. The total value of this 
investment as at 5th October 2021 was £45,381. 
 

• Opportunities Portfolio.  The fund aims to achieve long-term growth by investing mainly in multi-
manager funds. The fund will invest at least 80% in equity funds with a low proportion in fixed 
interest security funds (the fixed interest security funds will invest mainly in high quality fixed 
interest securities, including corporate bonds). The equity and fixed interest security funds will invest 
in UK and overseas markets. The multi-manager funds are currently provided by a subsidiary of 
Aberdeen Standard Investments and by the Russell Investment Group. Exposure to the multi-
manager funds is currently provided through the Scottish Widows Opportunities Portfolio OEIC Fund 
although investment may be made through other unit-linked funds, collective investment schemes, 
or directly to meet the stated fund aims. The total value of this investment as at 5th October 2021 
was £67,425. 
 

• Unitised with-profits.  The fund invests in a balanced portfolio of UK and overseas shares, fixed 
interest and index-linked stocks, property and, where appropriate, cash deposits.  
 
However, the value of the units isn’t directly linked to the market value of those investments. 
Instead, it depends on the bonuses and (in some circumstances) Market Value Reductions that 
Scottish Widows decides. The total value of this investment as at 5th October 2021 was £96,248 
(including terminal bonus). 

 



 
 

 

 

The Trustees have previously reviewed alternative options for discharging the DC assets from the Scheme.  
As the Trustees are still in the process of considering their options with respect to an alternative 
arrangement, they did not review current Scheme investment funds in place during the Scheme year. 
However, a review will now be carried out and is expected to be completed in 2022. 

Processing Scheme transactions 
The Trustees have a specific duty to ensure that core financial transactions relating are processed promptly and 
accurately. These include 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 administrator, Scottish Widows and 
its investment managers. During the year, transactions totalling £416,104 were processed in respect of 10 
members including 4 transfers to alternative arrangements, 4 assignments and 2 settlements.  

The Trustees periodically review the processes and controls implemented by those organisations and consider 
them to be suitably designed to achieve these objectives. The Trustees have a service level agreement (SLA) in 
place with the Scheme administrator which covers the accuracy and timeliness of all core transactions and 
receive regular reports to monitor the performance against those service levels.  

The processes adopted by the Scheme administrator to help meet the SLA include a dedicated contribution 
processing team, and four eyes checking of investment and banking transactions. There were no issues relating 
to the processing of Scheme transactions. 

We will also perform periodic assessments of methods and efficiency of the Scheme’s administrators and will 
challenge them in terms of efficiency using available facilities including technological functionality.  

In light of the above, the Trustees consider that the requirements for processing core financial transactions 
specified in the Administration Regulations (The Occupational Pension Schemes (Scheme Administration) 
Regulations 1996) have been met. 

Charges 

The base Annual Management Charge (AMC) applying to the Scheme is 0.75%.  For members that had 
policies that were paid-up prior to 6th April 2015 the AMC applying is 1.0% 

The 0.75% AMC that the majority of members enjoy is at the same level as the auto-enrolment charge cap, 
therefore the Trustees believe this does provide value for money.  Where members have a 1.0% AMC, the 
Trustees are aware that the charge applying to these policies is higher than alternative offerings in the pension 
marketplace.  The Trustees intend to review the current offering versus alternative arrangements to see if better 
alternatives can be found for Scheme members.  The review is expected to be completed during 2022 and the 
results will be outlined in the following annual Chair Statement. 

The information noted below was provided by Scottish Widows. 

Using the base AMC of 0.75% the current available funds incur annual explicit charges of:  

Fund Name Annual Management Charge (Per Annum) 

Building Society 0.75% 

Cash  0.75% 

Corporate Bond  0.75% 

Equity  0.75% 

Ethical 0.75% 

Mixed  0.783% 

Property  0.92% 

Fixed Interest  0.75% 

Pension Portfolio Two                    0.75% 



 
 

 

Opportunities Portfolio                  1.35% 

Unitised With Profits                       
Implicit in declared bonus rate.  Scottish Widows state this is an 
equivalent charge that is expected to be around 1% per annum 

North American 0.751% 

Where members have 1.0% applying as a base AMC, 0.25% needs to be added to the charge shown above. 

Cumulative effect of charges  

The compounding effect of charges on member’s fund is illustrated below. The illustrations for the P000046205 
are based on the remaining deferred membership as at 5 October 2021. 

Illustrations for an “Average” member   

Years from now Before Charges After Charges and costs deducted 

1 £32,800 £32,500 

2 £33,700 £33,200 

3 £34,700 £33,900 

4 £35,700 £34,600 

5 £36,800 £35,400 

6 £37,900 £36,100 

7 £39,000 £36,900 

8 £40,100 £37,700 

9  £41,300 £38,500 

10 £42,500 £39,300 

11 £43,700 £40,200 

12 £45,000 £41,000 

13 (retirement) £46,300 £41,900 

Total Charges £3,930 

Assumptions 

The above illustrations have been produced for an “Average” deferred member of the Scheme. The 
illustrative results are presented in real terms, i.e. in today’s money, to help members have a better 
understanding of what their pension pot could buy in today’s terms.  

The illustrative amounts noted above have been rounded to three significant figures. 

Age 47 (the average age of the Scheme’s deferred membership) 

Illustrative Retirement Age 60  

Starting Pot Size  £31,880 (average pot size of the Scheme’s deferred 
membership) 

Inflation Assumption 2.5% p.a. 

Illustrative future annual gross returns 3.0% above inflation 

Annual Charges Assumed annual charge of 0.81% (weighted average of the 
charges applicable to the scheme funds at 5 October 2021) 

Trustees’ knowledge and understanding 
Sections 247 and 248 of the Pensions Act 2004 set out the requirement for trustees to have appropriate 
knowledge and understanding of the law relating to pensions and trusts, the funding of occupational pension 
schemes, investment of Scheme assets and other matters to enable them to exercise their functions as trustees 



 
 

 

properly. This requirement is underpinned by guidance in the Pension Regulator’s Codes of Practice 07 and 13.  

 

The Trustees have put in place arrangements for ensuring that we take personal responsibility for keeping 
ourselves up-to-date with relevant developments. In addition, the Trustees receive advice from professional 
advisors, and the relevant skills and experience of those advisors is a key criterion when evaluating advisor 
performance or selecting new advisors. The Trustees also include legislative updates and Trustee Knowledge 
and Understanding on the agenda for each of our meetings. 

All of the existing Trustees have completed the Pension Regulator’s Trustee Toolkit and new Trustees are 
required to complete this in its entirety within six months of taking up office. Over the last year, the existing 
Trustees have not received any further formal training. There have been no changes to the Trustees in the last 
year. All the Trustees are required to familiarise themselves with the Scheme’s trust deed and rules. 

Taking account of actions taken individually and as a Trustee body, and the professional advice available to us, 
the Trustees consider that we are enabled properly to exercise our functions as Trustees of the Scheme. 

In addition, while most schemes simply focus on trustee training and use of advisers, we believe that knowledge 
and understanding should also be extended to awareness of member demographics and member behaviour 
otherwise Trustees cannot be certain that a scheme remains fit for purpose.  

Given the extent of the training undertaken to date, the Trustees are comfortable that we have demonstrated 
sufficient knowledge of the law relating to pension schemes and trusts and the principles relating to the funding 
and investment of pension schemes. I am also satisfied that the Trustees have demonstrated a working 
knowledge of the trust deed and rules and all other documents setting out the Trustees’ current policies. 

The Chairman’s statement regarding DC governance was approved by the Trustees and signed on their behalf 
by: 

 

Professor S M Griffin OBE 

Chairman of the Trustees 

Date: 3 May 2022 
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