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Welcome

Welcome to your pension governance
report for 2017.
Chase de Vere, one of the UK’s
leading firms of independent
financial advisers and pension
specialists, has been selected by
Pay Check to provide its Automatic
Enrolment Service.
Each year, Chase de Vere uses our
expertise to provide an independent
review of the nominated pension
provider, Legal & General.
The aim of this governance report
is to:
• C
 onfirm that the chosen
Qualifying Workplace Pension
Scheme provider remains
appropriate and the
right solution.
• C
 onfirm that the statutory
responsibility to have an
“appropriate” default investment
fund is met.
• P
 rovide you with an update on
the UK pensions market and any
legislative changes (or proposals)
introduced by the government.

The output of this review should
give you the peace of mind that you
are meeting your legal duties under
automatic enrolment and looking
after your employees’ savings.
If you have any queries in respect of
this report please contact:
Name: Saira Fayyaz
Position: Pensions Coordinator
Phone: 020 7498 1133
Email: aeservice@paycheck.co.uk
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Chase de Vere
review of Legal & General

Legal & General is one of the largest
insurance services providers in
the UK, covering a wide range of
pension, investment and protection
business. Established in London in
1836, it has been providing insurance
for its customers for over 175 years.
With more than 9,000 employees it
guards and looks after the financial
security of over 10 million customers
worldwide.
As at the end of 2017, Legal &
General had total assets under
management of £894 billion with
over £57 billion in workplace
pensions.

Furthermore, it was awarded GPP
Provider of the Year at the 2015
Pensions Insight DC Awards as
well as Auto Enrolment Provider
of the Year in the FT Pension
and Investment Provider Awards
2013 and 2014. This shows how it
continues to be a major player across
the group pension universe.
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Default Fund Review Legal & General MultiAsset Fund
Legal & General does not include a
lifestyle process as part of its default
fund strategy. Legal & General took
this decision following a review of the
retirement options used by members
following the introduction of the
pension freedoms in 2015.
A lifestyle process is normally
designed to reduce investment risk
as each member’s normal retirement
age approaches, by gradually and
automatically switching from higher
to lower volatility funds.
Legal & General believes that the
majority of pension savers are likely to
remain invested past their retirement
age in the future, thus negating the
benefit of a de-risking strategy. Legal
& General does however accept that
some members will wish to purchase
an annuity or take their fund as cash
and offers members the option to
select a de-risking approach from
three years prior to their retirement
age.
Default Fund -Performance History
In undertaking a performance
review it is important to look at
performance over time in order to
gain a meaningful appreciation
of how a fund behaves in different
market conditions.
Discrete annual returns for five
years provides an indication of
performance in five individual
snapshots. It means a fund can be
assessed against the market return
for that year and it has the potential

to better highlight periods of out
or under performance against a
benchmark, its peers, or in reaction
to an external shock.
In determining the right benchmark
to assess a fund against we generally
look to compare against the
Association of British Insurers (ABI)
sector the fund is in. In the case of
the Multi-Asset Fund this is the ABI
Mixed investment (40-85% Shares),
and it has been confirmed as an
appropriate benchmark for the fund.
Cumulative returns illustrate fund
performance over an extended period
of time, typically three or five years.
Depending on how a cumulative
return is presented it shows the end
result over the time period but can
disguise the journey it took to get
there, hence it can be important to
look at year on year performance as
well.
As well as considering performance
indicators we monitor the volatility
of a fund, to highlight if it is
demonstrating a greater level of
volatility than expected.
Using the measures above in
conjunction with one another allows
us to build a more detailed picture of
how a fund has delivered its returns.
The aim of this is to help us identify
funds that should be able to deliver
consistent performance, without
taking too much risk relative to their
objectives, over time.
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L&G Multi-Asset
(PMC) Fund

The following tables show the
annualised total returns for the fund,
net of charges.
Discrete Annual Performance (to
last quarter end)
0
to
12m
Fund

12m
to
24m

14.33% 10.96%

Sector 15.23%

3.65%

24m
to
36m

36m
to
48m

48m
to
60m

5.97%

6.81%

11.27%

6.39%

8.11%

14.06%

Diagram 1.0
Source: Financial Express, July 2017
Diagram 1.0 -12 months

Important: Past performance is not a guide to future performance and
the value of units may fall as well as rise (due to currency and/or market
fluctuations) and is not guaranteed.
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Legislative update

The Department for Work and
Pensions announced a number of
changes to automatic enrolment
regulations effective from 6 April
2016. The key changes announced
included:
Further “exemptions” for Company
Directors and “Genuine” Partners
of an LLP
Company Directors
There has been acknowledgement
from the government that, although
many directors also have contracts
of employment and are therefore
classed as workers, they will typically
have existing pension provision and
are not generally the target group for
automatic enrolment. In practice,
many will be automatically enrolled,
only to “opt-out”. From 6 April
2016 an employer has the option
(but not the requirement) to exclude
these individuals from automatic
enrolment altogether.
Partners of an LLP
From 6 April 2016, an employer
also has the option (but not the
requirement) not to automatically
enrol (or re-enrol) genuine partners
of an LLP. The test of ‘genuine’ is
whether the partner is taxed on a
purely self-employed basis. This does
not, therefore, extend to partners
who are taxed on an employed basis.

Change in definition of
qualifying earnings
For the 2017/18 tax year the
definition of qualifying earnings is
all earnings that fall between £5,876
and £45,000. This is expected to be
reviewed on a year by year basis.
Phasing of contributions
The statutory minimum levels of
contributions were initially outlined
to increase in October 2017 and
October 2018. This has since been
reviewed and the dates have been
moved back to align them to the
financial year, as per the table
below. The following is based upon
qualifying earnings.

Primary, Enhanced, Fixed or
Individual protection
on pension savings
The legislation has also been
updated so that an employer can
decide not to automatically enrol an
eligible jobholder where the employee
has built up pension savings above
the Lifetime Allowance for HMRC
purposes and is protected from
tax charges on those savings under
HMRC’s primary, enhanced, fixed or
individual protection requirements.
This exception applies where an
employer has reasonable grounds to
believe that a worker has one of these
protections from tax charges on their
pension savings.

Duration

Employer
Minimum
Contribution

Employee
Minimum
Contribution

Total
Minimum

Employer’s staging date
to 5 April 2018

1%

1%

2%

6 April 2018
to 5 April 2019

2%

3%

5%

6 April 2019
onwards

3%

5%

8%
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Upcoming tasks

Increase in minimum
contributions
On 6 April 2018 the minimum
required contribution levels will
increase. A process will need to be
put in place to ensure that this is
managed appropriately.
Re-enrolment
On the third anniversary of an
employer’s staging date they will
need to re-assess their worker
type and re-enrol those who have
previously opted out, stopped
making contributions or ceased
membership more than 12 months
before your re-enrolment date. This
task may be carried out up to 3
months before and 3 months after
the re-enrolment date.

Re-declaration of compliance
At this point employers will also
need to submit a re-declaration
of compliance with The Pensions
Regulator (TPR). You must submit a
re-declaration of compliance within
five calendar months from each three
year anniversary of your staging
date.
The good news is, by using Pay
Check’s automatic enrolment
solution, these tasks will be managed
on your behalf. We will let you know
in plenty of time when any of these
changes will affect you.
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Conclusions

The purpose of this report is to assist
with demonstrating how employers
are meeting their duties under
automatic enrolment legislation
and its duty of care to its employees.
It should also give you confidence:
• T
 hat the Legal & General
Qualifying Workplace Pension
Scheme continues to be the right
solution.
• T
 he default investment fund has
performed to its expectations and
continues to be appropriate going
forward.
• T
 hat you understand any
legislative changes and you are
aware of any potential changes
that will come into effect.

www.chasedevere.co.uk
0345 300 6256
Chase de Vere Independent Financial Advisers Limited
(registered in England Number 2090838) is authorised
and regulated by the Financial Conduct Authority.
A member of the Swiss Life Group. Registered office:
60 New Broad Street, London EC2M 1JJ

