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Welcome

Welcome to your pension governance 
report for 2018. 

Chase de Vere, one of the UK’s 
leading firms of independent 
financial advisers and pension 
specialists, has been selected 
by Paycheck Ltd to provide its 
Automatic Enrolment Service.

Each year, Chase de Vere uses our 
expertise to provide an independent 
review of the nominated pension 
provider, Scottish Widows.

The aim of this governance report 
is to: 

•  Confirm that the chosen 
Qualifying Workplace Pension 
Scheme provider remains 
appropriate and the 
right solution.

•  Confirm that the statutory 
responsibility to have an 
“appropriate” default investment 
fund is met.

•  Provide 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:

Saira Fayyaz

Pensions Co-ordinator

0207 498 1133

aeservice@paycheck.co.uk
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Chase de Vere 
review of Scottish Widows

Scottish Widows has been around 
since 1815 providing life and 
pensions solutions for investors. In 
March 2000 Scottish Widows was 
demutualised and became part of 
the Lloyds TSB Marketing Group 
before, in January 2009, becoming 
part of the Lloyds Banking Group.

Scottish Widows is a major provider 
in the UK financial services sector 
with funds of almost £33.7 billion 
under management within its 
Corporate Pensions Business.





04 | Pension Governance Report 2018

Default Fund Review - 
Scottish Widows Balanced 
Pension Investment Approach

Targeting Income Drawdown 

The Scottish Widows Balanced 
Pension Targeting Flexible Access 
(‘Balanced Lifestyle’) continues to 
incorporate three of the provider’s 
Pension Portfolio funds within a life 
styling strategy that commences 15 
years from each member’s selected 
retirement date. 

Initially members will be invested 
100% in Pension Portfolio Two. 
Between 15 and 10 years before 
retirement, they will be moved to 
Portfolio Three and between 10 
and 5 years into Portfolio Four. 
The Targeting Flexible Access 
default option from 5 years before 
retirement is to gradually switch to 
approximately 35% in equities, 45% in 
fixed interest assets and 25% into the 
Cash fund. This gradually reduces the 
likely volatility in readiness for the 
member’s retirement, while assuming 

they will then want to withdraw their 
pension savings flexibly in subsequent 
years. 

Members are also invited to 
change how their investment 
strategy is applied in the final five 
years depending on how they are 
expecting to use their savings.  If they 
anticipate purchasing an annuity, 
then the default will remain the 
same. However, if they expect to take 
the full pension as a lump sum at 
retirement, or switch to flexible access 
they will be able to elect an alternative 
lifestyle approach in these final five 
years. 
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In undertaking a review, it is 
important to look at performance 
over time, to assess how a fund or 
strategy fares in different market 
conditions.

Discrete annual returns for five 
years give an idea of performance 
in individual snapshots. It means 
a fund can be assessed against the 
market return for each year and 
can compare performance against 
a benchmark, taking any market 
shocks into account.

The following tables show the 
annualised total returns for the fund, 
net of charges.

Diagram 1.0 - 12 months

Diagram 1.0 

Source: Financial Express, Jan 2019

Pension Portfolio 2

0
to

12m

12m 
to 

24m

24m
 to 

36m

36m 
to

 48m

48m 
to 

60m

Fund -6.29% 13.16% 23.35% 2.21% 7.18%

Sector -5.35% 9.12% 14.29% 2.22% 5.66%

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.

Discrete Annual Performance (to 
last quarter end)
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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%

Legislative update

 many will be automatically enrolled, 
only to “opt-out”.  An employer has 
the option (but not the requirement) 
to exclude these individuals from 
automatic enrolment altogether.

Partners of an LLP
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 2018/19 tax year the 
definition of qualifying earnings is 
all earnings that fall between £6,032 
and £46,350. This is expected to be 
reviewed on a year by year basis.

Phasing of contributions
The statutory minimum levels of 
contributions were initially outlined 

Tighter regulation for Master 
Trusts

The Government is currently in 
the process of introducing tight 
regulation of Master Trusts, to 
give better protection for members 
savings. 

From October 2018 schemes will have 
6 months to apply for authorisation 
from The Pensions Regulator. The 
new regime will cover areas such as:

• That people running the scheme 
are “fit & proper”.             

• Systems and processes are        
strong.

• Protection for members if the 
scheme closes.

• That the scheme is financially 
stable.                                            

• You should note that this does 
not affect your scheme with L&G 
as members already enjoy strong 
regulation by the FCA.

“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,      

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.
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Upcoming tasks

Increase in minimum 
contributions

On 6 April 2019 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 
Paychecks’ 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:

•  That the Scottish Widows 
Qualifying Workplace Pension 
Scheme continues to be the right 
solution.

•  The default investment fund has 
performed to its expectations and 
continues to be appropriate going 
forward.

•  That 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


