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Introduction 

Governance standards apply to defined contribution pension arrangements like the defined 

contribution section of our pension scheme. These standards are designed to help members 

achieve a good outcome from their pension savings.  

 

As Chair of the Trustee of the Pirelli Tyres Limited 1988 Pension and Life Assurance Fund 

(‘the Fund’), I must provide you with a yearly statement which explains what steps the Trustee 

(with guidance from our professional advisers) has taken to meet these standards. The 

information included in my statement is set out in law and regulation. 

 

The Trustee is committed to having high governance standards and we have a dedicated sub-

committee which meets regularly to monitor the controls and processes in place in connection 

with the Defined Contribution Section’s investments and administration. 

 

I welcome this opportunity to explain what the Trustee does to help to ensure the Defined 

Contribution Section is run as effectively as it can be. If you have any questions about anything 

that is set out below, or any suggestions about what can be improved, please do let us know. 

 

Default investment arrangement 

The Trustee has selected and provides a default investment arrangement for members who do 

not choose an investment option for their contributions, although members can also choose to 

invest in this default investment arrangement. 

  

The Trustee is responsible for investment governance. This includes setting and monitoring the 

investment strategy for the default arrangements. We take professional advice from regulated 

investment advisers. 

 

Setting an appropriate investment strategy 

Details of the strategy and objectives of the default investment arrangement are recorded in a 

document called the statement of investment principles. A copy of the statement of investment 

principles effective as at 31 March 2019 is attached to this statement.  The latest statement of 

investment principles is available at: https://www.pirelli.com/tyres/en-gb/uk-legal-information 

 

We have chosen the Lifestyle Option as the default strategy. 

 

When deciding on the Lifestyle Option as the default investment strategy, the Trustee 

recognises that the majority of members do not take active investment decisions and instead 

invest in the default option. Therefore, the Trustee’s primary objective in deciding on an 

investment strategy is to ensure that the strategy is appropriate for the membership profile of 

the Defined Contribution Section, considering factors such as the size of members’ pension 

savings within the Defined Contribution Section, members’ current level of income and likely 

expectations for income post-retirement etc. When choosing the default strategy, it is the 

Trustee’s policy to consider a range of asset classes, together with their expected returns and 

the expected volatility of those returns, the suitability of styles of investment management, and 

the need for diversification. The Trustee also recognises that there are various investment and 

operational risks and gives qualitative and quantitative considerations to such risks. 

 

https://protect-eu.mimecast.com/s/m-_OC2xxLFZLk8Ptnekyr?domain=pirelli.com
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The Lifestyle Option is structured to provide the potential for a level of growth over and above 

inflation in the long term. In addition, as members approach retirement the monies in the 

Lifestyle Option are gradually switched to less volatile investments which aim to protect 

members’ potential income in retirement. 

 

Reviewing the default investment arrangement 

The Trustee is expected to review the strategy and objectives of the default investment 

arrangement regularly, and at least once every three years, and consider the needs of the 

Defined Contribution Section membership when designing it.  

 

During the Fund year the Trustee has reviewed the default investment arrangement. This 

included taking advice from the Trustee’s investment consultant. The review was 

completed on 26 September 2019, and no changes have been made to the investment 

strategy during the period covered by this statement. Changes to the default investment 

strategy are however expected to be implemented shortly and members will be notified 

in advance of the changes being made. 

 

When carrying out the review, the Trustee considered the membership profile of the Defined 

Contribution Section, the risk profile and number of investment funds offered to members. 

 

To fulfil our fiduciary duty to act in members’ best interests, we first confirmed our 

understanding of the key features of the current and expected membership. We used this 

information to develop an understanding of their needs, attitudes and expectations. This 

enabled us to make assumptions as to what members’ reasonable expectations could be. 

 

We considered members’ potential attitudes to risk and their retirement expectations and 

analysed different lifestyle strategies and revisions to the funds in the default investment 

arrangement, before deciding on what changes would be appropriate at this time. Investment 

modelling of a variety of different investment strategies contributed to our decision-making 

process. 

 

The Trustee’s Defined Contribution Sub-Committee also reviews the investment objectives 

and the performance of the default investment arrangement on a half yearly basis, taking advice 

from the Trustee’s investment consultant.  The Trustee considers that the funds in the default 

investment arrangement performed well in relation to their benchmarks and delivered reduced 

risk for members as they approach retirement. 

 

Self-select investment choices 

In addition to the default investment arrangement, the Trustee allows members to self-select 

from the following range of funds. Members may wish to take financial advice before choosing 

between these funds. 

 

 BlackRock Passive (70:30) Global Equity Fund 

 BlackRock Active Diversified Growth Fund 

 BlackRock Passive Over 15 Years Gilt Index Fund 

 BlackRock Cash Fund 

 BlackRock Passive Index-Linked Gilt Fund 

 BlackRock Active Corporate Bonds Fund 

 Aberdeen Active World Equity Fund   
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Charges and transaction costs paid by members 

The Trustee is required to explain the charges and transaction costs (i.e. the costs of buying 

and selling investments in the Defined Contribution Section) that are paid by members rather 

than the employer. In the Defined Contribution Section members typically pay for investment 

management and investment transactions, while the employer pays all the other costs of 

running the Defined Contribution Section such as administration and governance. 

 

The level of charges applicable to the Defined Contribution Section’s investment 

arrangements during the last Fund year were as follows: 

 
Fund Name Annual charge 

BlackRock Passive (70:30) Global Equity Fund* 0.16% 

BlackRock Active Diversified Growth Fund* 0.63% 

BlackRock Passive Over 15 Years Gilt Index Fund* 0.11% 

BlackRock Cash Fund* 0.18% 

BlackRock Passive Index-Linked Gilt Fund 0.14% 

BlackRock Active Corporate Bonds Fund 0.48% 

Aberdeen Active World Equity Fund   0.84% 

*Funds used within the default Lifestyle Fund 

 

Transaction costs are incurred within the funds available and ultimately impact on the 

performance of each fund.  The transaction costs applicable to the default investment 

arrangements and other investment options were confirmed by Aberdeen Standard & Aegon as 

being: 

 
Fund Name Transaction Cost 

BlackRock Passive (70:30) Global Equity Fund* 0.02% 

BlackRock Active Diversified Growth Fund* 0.17% 

BlackRock Passive Over 15 Years Gilt Index Fund* 0.00% 

BlackRock Cash Fund* 0.01% 

BlackRock Passive Index-Linked Gilt Fund 0.01% 

BlackRock Active Corporate Bonds Fund 0.08% 

Aberdeen Active World Equity Fund   0.00% 
*Funds used within the default Lifestyle Fund 

 

Completeness of transaction cost information 

Where information about the member costs and charges is not available, we have to make this 

clear to you together with an explanation of what steps we are taking to obtain the missing 

information.  

 

We confirm that there was no information about costs or charges that could not be obtained.  

However, transaction costs have only been averaged over a two-year period.  We have not been 

able to average over a longer period as data is only currently available for the previous two 

years.  We will be able to average transaction costs over a longer period in future statements 

as historic data becomes more available from Aberdeen Standard & Aegon. 
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Examples of the impact of costs and charges 

We are required to provide illustrative examples of the cumulative effect over time of the 

application of the charges and costs on the value of a member’s pension savings. 

 

We have prepared the following examples, having taken account of the statutory guidance 

issued by the Department of Work and Pensions in preparing this section of our statement. We 

have not deviated from this approach. 

 
Example 1 provides an example illustration for a new joiner to the Fund; joining at age 

20 and paying contributions to age 65 

 

Projected pension savings/pot in today’s money 
 

 

 

 

Years 

Default Lifestyle Fund 
Aberdeen Active 

World Equity Fund 

BlackRock Passive 

Over 15 Years Gilt 

Index Fund 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Starting pot 0 0 0 0 0 0 

After year 1 
1,798 1,797 1,803 1,797 1,765 1,764 

3 5,544 5,530 5,595 5,529 5,219 5,211 

5  9,497 9,456 9,645 9,454 8,577 8,554 

10 20,363 20,184 21,027 20,174 16,563 16,476 

15 32,797 32,354 34,457 32,330 24,001 23,814 

20 47,025 46,162 50,305 46,115 30,927 30,610 

25 63,305 61,827 69,005 61,746 37,377 36,904 

30 81,934 79,599 91,072 79,472 43,384 42,734 

35 99,743 94,722 117,111 99,572 48,977 48,134 

40 116,733 107,281 147,838 122,366 54,186 53,134 

After year 45 124,020 112,585 184,095 148,212 59,037 57,766 

Notes 

1. Projected pension pot values are shown in today's terms, and do not need to be reduced further for the effect 

of future inflation. 

2. Each fund shown in the illustration has different potential returns and levels of associated risk. For example, 

the World Equity Fund has a higher expected projected pension than the Over 15 Years Gilt Index Fund but 

this is to be expected as equity funds tend to provide the best long term reward but with the highest level of 

risk. 

3. The illustration assumes that 100% of contributions are credited to each fund. 

4. The starting pot size is assumed to be £0 as would be applicable for a new joiner to the Fund (we have assumed 

joining at age 20 which is representative of the youngest member of the Fund). 

5. Future contributions of 12% (4% member and 8% employer) and a current salary of £15,000 are assumed to 

be payable. 

6. Inflation is assumed to be 2.5% each year.  

7. Contributions are assumed to start from age 20, to continue to age 65 and increase in line with assumed 

earnings inflation of 2.5% each year.  

8. Values shown are estimates and are not guaranteed.  

9. The projected growth rates before charges for each fund are as follows: 

Default fund: 2.73% above inflation in the growth phase only 

World Equity fund: 3.37% above inflation  

Over 15 Year Gilt Index Fund: 1.41% below inflation. 
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Example 2 provides an example illustration for a current contributing member with an 

existing fund of £30,000 and a current age of 45 with contributions continuing until age 

65 
 

Projected pension savings/pot in today’s money 
 

 

 

 

Years 

 

Default Lifestyle Fund 

Aberdeen Active 

World Equity Fund 

BlackRock Passive 

Over 15 Years Gilt 

Index Fund 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Before 

charges 

(£) 

After all 

charges + 

costs 

deducted 

(£) 

Starting pot 30,000 30,000 30,000 30,000 30,000 30,000 

After year 1 

33,817 33,762 34,016 33,759 32,516 32,483 

3 41,766 41,576 42,457 41,566 37,443 37,336 

5 50,155 49,795 51,476 49,775 42,231 42,042 

10 70,846 68,770 76,817 72,199 53,622 53,195 

15 91,729 86,393 106,720 97,628 64,229 63,525 

After year 20 105,140 98,127 142,007 126,463 74,107 73,092 

Notes 

1. Projected pension pot values are shown in today's terms, and do not need to be reduced further for the 

effect of future inflation. 

2. Each fund shown in the illustration has different potential returns and levels of associated risk. For 

example, the World Equity Fund has a higher expected projected pension than the Over 15 Years Gilt 

Index Fund but this is to be expected as equity funds tend to provide the best long term reward but with 

the highest level of risk. 

3. The illustration assumes that 100% of contributions are credited to each fund. 

4. The starting pot size is assumed to be £30,000. 

5. Future contributions of 12% (4% member and 8% employer) and a current salary of £25,000 are assumed 

to be payable. 

6. Inflation is assumed to be 2.5% each year.  

7. Contributions are assumed to start from age 45 (which is the median age of the current DC membership 

of the Plan) and continue to age 65 and increase in line with assumed earnings inflation of 2.5% each 

year.  

8. Values shown are estimates and are not guaranteed.  

9. The projected growth rates before charges for each fund are as follows: 

Default fund: 2.73% above inflation in the growth phase only 

World Equity fund: 3.37% above inflation  

Over 15 Year Gilt Index Fund: 1.41% below inflation   

 

Good value for members 

As part of our assessment of the charges and transaction costs, the Trustee is required to 

consider the extent to which the member-borne costs and charges within the Defined 

Contribution Section represent good value for members when this is compared to other options 

available in the market.   

 

Members only pay the investment charges in the Defined Contribution Section whilst the 

Company meets the cost of administration and the general cost of running of the Fund. 

 

There is no legal definition of ‘good value’ and so the process of determining good value for 

members is a subjective one. We note that value for members does not necessarily mean the 

lowest fee, and the overall quality of the service received has been considered in the assessment 

of value to members. 
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Preparing for the assessment 

A number of key decisions were made as part of our preparations for the assessment: 

 The Trustee used a scoring system for an assessment of value for money taking account 

of what members and the Company pay compared to what benefits members receive 

from the Defined Contribution Section; 

 Individual areas of service were given scores by considering the scope and quality of 

the services under those areas; 

 A weighted score ranging from 0% to 100% was produced; 

 The Trustee agreed that any score under 50% represented poor value, between 50% to 

75% represented satisfactory value and scores of 75% or over represented good value;  

 The score will be compared from year to year with a view to measuring and monitoring 

changes to the value for members. 

 

This section sets out the approach that the Trustee has taken, the conclusions we have reached 

and an explanation of how and why we have reached those conclusions. 

 

Overall approach and conclusion 

Assisted by our advisers and in line with The Pensions Regulator’s guidance, we have taken 

the following approach: 

1. We have collated information on services that members receive and the total costs that 

members pay, including transaction costs (where available); 

2. We have assessed the scope and quality of the services that members receive; 

3. We have compared the value members receive from the services against the cost of those 

services; and 

4. We have reflected on our key findings and suggested courses of action to maintain areas 

of good value and improve areas where value could be better. 

 

Overall, the above approach ensures that we are comparing the level of charges in each fund 

with the levels of return they have delivered to members, as well as comparing the costs of 

membership (i.e. the charges) against the benefits of membership (i.e. the services provided by 

the Fund).  In attempting to compare these against other options available in the market, the 

Trustee has found that there are limited industry-wide benchmarks for each service area and so 

the Trustee has relied on the market knowledge of its advisers. 

 

Based on our assessment and the view of our advisers we have concluded that the Defined 

Contribution Section represents good value.  Our assessment has identified areas where 

good value can be enhanced further and plans are in place to make the necessary 

enhancements. For example, the Trustee is considering introducing online access for 

members and enhancing the communications available to members. 

 

The Trustee believes that good value has been achieved due to the Company meeting the 

administration costs and the cost of running the Fund plus the work that the Trustee does to 

ensure the Fund is well governed so that members benefit from a high level of service. 

 

Core financial transactions 

The Trustee is required to report to you about the processes and controls in place in relation to 

‘core financial transactions’. The law specifies that these include the following: 

 investing contributions paid into the Defined Contribution Section; 

 transferring assets relating to members into and out of the Defined Contribution 

Section; 
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 transferring assets between different investments within the Defined Contribution 

Section; and 

 making payments from the Defined Contribution Section to, or on behalf of, members. 

 

We must ensure that these important financial transactions are processed promptly and 

accurately. In practice we delegate responsibility for this to the in-house administration team 

at Pirelli.  

 

There is a process in place between the Trustee and the in-house administration team which 

provides for Pirelli to ensure accurate and timely processing of the core financial transactions 

for which it is responsible. The in-house administration team is required to carry out services 

in accordance with good industry practice and, more specifically, payments in respect of 

members must reach the recipients as agreed with the Trustee and in accordance with the 

Fund’s trust deed and rules. Any mistakes or delays are investigated thoroughly, and action is 

taken to put things right as quickly as possible. 

 

This administration service includes key financial tasks such as managing the investment of 

contributions, paying benefits (or making transfers) and keeping track of changes in members' 

circumstances. 

 

In order to monitor this service the Trustee expects the Administration Manager to attend every 

Trustee meeting to report on activity, provide feedback from members and highlight any issues 

directly to the Trustee. 

 

The Fund Auditor tests a sample of financial transactions for accuracy and timeliness as part 

of the annual audit process. 

 

There were no material administration service issues discussed in the last Fund year which 

need to be reported here by the Trustee and as a result I am confident that all core financial 

transactions have been processed within a reasonable time. 

 

Overall, we are confident that the processes and controls in place with the administrator 

are robust and will ensure that the financial transactions which are important to 

members are dealt with properly.  

 

Defined Benefit Section AVC arrangements  

Our historic AVC arrangements associated with the defined benefit section are provided by 

Equitable Life and Scottish Widows (Clerical Medical).   

 

Members with Equitable Life funds are invested in a With Profits fund which has no annual 

management charge (“AMC”) but Equitable Life allows for a charge of 1.0% p.a. when 

declaring With Profits bonus rates. With Profits policyholders also incur an annual charge of 

0.5% p.a. in order to provide the Society with sufficient capital to meet the expected cost of 

guaranteed benefits on all of their With Profits policies.   

With Clerical Medical, members can choose to invest in a variety of With Profit or Unit-Linked 

funds. The typical member charge in the With Profits funds is 0.5%.  The charges in the range 

of Unit-Linked funds are 1% per annum. 

 

The Trustee reviews these arrangements on an annual basis to ensure they continue to be fit for 

purpose and writes directly to individual members who have such investments if there is 

anything of significance to highlight or make members aware of. 

 



Pirelli Tyres Limited 1988 Pension & Life Assurance Fund 
 

The Trustee reviewed the AVC arrangements in September 2018.  There were no changes 

made as a result of the review.  The next review is due to take place in September 2019. 

The Trustee reviews the investment performance of the AVC arrangements annually 

taking advice from the Trustee’s investment consultant. 

 

The Trustee takes a proportionate approach to reviewing the AVC investments based on the 

size of the funds invested compared to the size of the funds invested in the Defined Contribution 

Section and relatively small numbers of members who are invested in these arrangements. 

 

Trustee knowledge and understanding 

The law requires the Trustee Directors to be conversant with the Fund’s documents and to 

possess, or have access to, sufficient knowledge and understanding of the law relating to 

pensions and trusts and the principles relevant to funding and investment to be able to run the 

Fund effectively.  

 

The Trustee Directors meet all the knowledge and understanding requirements and understand 

the Fund and its documents. The Trustee Directors are aware that they must have a working 

knowledge of the trust deed and rules of the Fund, the statement of investment principles and 

the documents setting out the Trustee’s current policies. They are also aware that they must 

have sufficient knowledge and understanding of the law relating to pensions and trusts and of 

the relevant principles relating to the funding and investment of occupational pension schemes.  

 

We take our training and development responsibilities seriously and keep a record of the 

training completed by each member of the Trustee Board. 

 

During the Fund year the following training and development activities have taken place: 

 Our training log is reviewed regularly to identify any gaps in the knowledge and 

understanding across the Trustee Board as a whole.  

 

 The training activities carried out during the Fund year relating to defined contribution 

matters and given specific focus at Defined Contribution Sub Committee meetings was 

as follows: 

 

Date Training activity  

3 December 2018 Costs and charges disclosures training 

6 February 2019 

Training needs assessment to identify any gaps in 

knowledge and put in place a training plan for the 

next year 

6 February 2019 
DC Investment and Statement of Investment 

Principles training  

 We are pleased to report that Anthony Shingler successfully achieved a Certificate in 

Trusteeship in October 2018.  This award is given by the Pensions Management 

Institute and provides formal recognition of a trustee’s knowledge and understanding 

(TKU) in line with the requirements of the Pensions Act 2004. 

 

 New trustee directors are required to complete the Pensions Regulator’s on-line toolkit 

within 6 months of becoming a member of the Trustee Board. Existing Trustee 

Directors review the toolkit on an on-going basis to ensure their knowledge remains up 

to date.  
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 The Trustee Directors receive “on-the-job” training. This means that as new topics arise 

their professional advisers attending the Trustee meetings will provide wider briefing 

notes and topical digests, as well as training during the meeting so that the Trustee 

Directors may engage on such topics in an informed manner. 

 

 An induction process is in place for newly appointed Trustee Directors. For example, 

our newly appointed Trustee Directors, Dean Atkinson and Natalie Sutcliffe, have 

attended a trustee training course provided by the Trustee‘s professional advisers 

(although this training occurred after the period covered by the statement). 

 

 The Trustee has assessed the Defined Contribution Section against the standards set out 

in the code of practice for trustees of pension schemes providing money purchase 

benefits (the DC code) and related guides and have established an action plan to ensure 

we can demonstrate that we are offering a quality scheme.  

 

Relevant advisers are in attendance at meetings and in frequent contact with the Trustee Board 

to provide information on topics under discussion, either specific to the Fund or in respect of 

pension or trust law. 

 

The Trustee is planning to establish a business plan in the future so that an annual evaluation 

of the performance and effectiveness of the Trustee Board as a whole can be measured against 

the objectives of the business plan. 

 

As a result of the training activities which have been completed by the Trustee Board 

individually and collectively and taking into account the professional advice available to 

the Trustee, I am confident that the combined knowledge and understanding of the 

Trustee enables us to properly exercise our functions as a Trustee. 

 

Signed for and on behalf of the Trustee of the Pirelli Tyres Limited 1988 Pension and Life 

Assurance Fund (‘the Fund’) by Glen Andrews, Chair of Trustee 

 

 

 
 

 

Date 31.10.19 

 

 

 


