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Statement regarding DC governance 
I am pleased to present this statement to the members of the Standard Motor Products Europe Limited 

Retirement and Death Benefits Scheme (the Scheme) for the year to 30 September 2021. This 

statement will be updated annually and will appear in the Scheme’s accounts and published online.  

Management of the Scheme 

As Trustee of the Scheme, we have reviewed and assessed our systems, processes and controls 

against key governance functions for consistency with those set out in the Pensions Regulator’s Code 

of Practice 13 (Governance and administration of occupational defined contribution trust-based 

schemes) and regulatory guidance for defined contribution schemes. This includes further legislative 

updates made in 2018 in respect of additional disclosure requirements.  

Based on our assessment we believe that we maintain the standards of practice set out in the DC code 

and DC regulatory guidance. These standards help to demonstrate the presence of DC quality features 

which we believe will help to deliver beneficial outcomes for members at retirement.  

In particular, the Trustee governs the Scheme using regular meetings, maintaining recommended 

governance documentation, such as a business plan and risk register, with at least annual reviews of 

these policies, making all required reports to the Pensions Regulator and by seeking training 

opportunities to ensure sufficient knowledge and understanding to fulfil the role. Whenever making 

decisions in relation to the Scheme, the Trustee considers the powers and provisions set out in the 

Scheme’s rules and seeks advice wherever appropriate.  

The Trustee is required to have appropriate levels of trustee knowledge and understanding. This is 

achieved in a number of ways including by the appointment of an independent professional trustee and 

from experience gained from managing other occupational pension schemes. 

Training throughout the year included attendance at internal and external seminars, conferences, 

training sessions and webinars hosted by various pension services providers and industry bodies on 

general current pensions issues and topics specific to the activity within the Scheme. In addition, the 

various pension professional bodies, like the Pensions Management Institute, Association of 

Professional Pension Trustees and Institute and Faculty of Actuaries, have their own Continuous 

Professional Development (CPD) requirements that relevant staff adhere to.  The representatives of the 

Trustee record their CPD and submit this to their governing body annually. These CPD requirements 

were achieved during the year to 30 September 2021.  

The Trustee ensures that all members of the Trustee team have knowledge of the Scheme’s governing 

documents. The Trustee is supported by the Scheme’s advisers and staff at the Company who have 

been involved in the Scheme for a number of years. 

Processing financial transactions 

At each of the regular meetings we review the income received by and payments made from the Scheme 

as well as other actions such as information requests from members, and switches between 

investments, to ensure all requests and transactions are processed promptly and accurately. The 

Trustee has a contract with a third-party administrator who accepts responsibility for making payments 

accurately and promptly, within specified timescales, and notifying the Trustee if there are any issues. 

Disinvestments from the investment managers are processed electronically so they are actioned as 

quickly as possible once all information is received. 

All contributions to the Scheme were received and invested in line with the agreed timeframes.  
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Statement regarding DC governance (continued) 

Scheme Investments 

The Trustee regularly monitors the Scheme investments. One of the documents we maintain is a 

“Statement of Investment Principles” (SIP) which sets out the principles by which the Trustee invests 

member and Scheme assets. The current SIP is appended to these accounts.  

The SIP was last reviewed in September 2020 at which point updates were made to comply with new 

legislation.  

Details of all the funds available to DC members throughout the year to 30 September 2021 are provided 

below.  

Default arrangement 

The current default lifestyling strategy was agreed in April 2018.  The current investment option is to 

invest contributions in the Legal & General Global Equity 50:50 Index Fund and to automatically enrol 

members into the Scheme’s Lifestyling approach which starts 10 years before a member’s target 

retirement date. The default Lifestyling approach gradually moves assets so that at retirement members 

will have 25% of their fund invested in Legal & General’s Cash Fund and the other 75% invested in Legal 

& General’s Pre-Retirement Fund - which aims to protect members against adverse movements in 

annuity prices.  

A more recent review of the default strategy has however been undertaken, and a change to the default 

lifestyle strategy is in the process of being made which the Trustee considers to be a more appropriate 

strategy for members at the current time. The new default strategy will target 25% of member’s 

investments in cash and 75% in a new multi-asset fund at retirement. Further details will be provided in 

next year’s governance report once this strategy has been fully implemented. 

Defined benefit assets 

There have been no changes to where the DB assets are held over the year, and the SIP noted above 

covers the DB and DC sections of the Scheme. 

Details of the fees incurred in both the investments and general running of the Scheme are set out below.  

Fees and costs incurred in running the Scheme 

For information, the costs associated with the DC Section of the Scheme during the year to 30 

September 2021 were:  

Costs paid by members (by way of charges in the units): 

Legal & General fees are set out below. Funds detailed in italics were/are the default arrangements (see 

section above).  The fees are “annual management charges” and in practice are taken through an 

adjustment to the fund’s unit prices. 
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Statement regarding DC governance (continued) 

Fees and costs incurred in running the Scheme (continued) 

Fund Fees Aim of fund 

Legal & General Global 

Equity 50:50 Index 

0.165% pa  

of fund 

This is an equity based fund which invests 50% in UK equities and 

50% in overseas equities. The fund tracks the FTSE All Share and 

the FTSE World Index.  The aim of the fund is to grow over the 

medium/long term. 

Legal & General UK Equity 0.10% pa of  

fund 

This is an equity based fund, and it invests 100% in UK equities. 

The fund tracks the FTSE All Share Index.  The aim of the fund is 

to grow over the medium/long term. 

Legal & General Multi-

Asset (formerly 

Consensus) 

0.35% pa of  

fund 

This fund invests in many different asset classes not just equities.  

As such, it is expected to produce lower long term rates of return 

than the above equity funds, but to be less volatile in the short term.  

This fund has been chosen for members who might be considering 

drawdown after they retire as the fund has opportunity for growth 

but with a lower expected risk than the equity funds. 

Legal & General Pre-

Retirement 

0.20% pa of 

fund 

This fund invests in Government bonds, corporate bonds and cash 

assets.  The fund is a good investment for members approaching 

retirement who are anticipating purchasing an annuity because it 

aims to track the price of a typical non-inflation linked annuity 

product. 

Legal & General Cash 0.125% pa  

of fund 

This is a cash-based fund. 

In addition, there may be transaction costs which are only incurred when members invest in or disinvest 

from funds (including when switching between funds).  These fees, which apply to all of the Legal & 

General funds listed above, range from 0% to 1% of the fund value depending on the fund and market 

conditions at the time of investing and/or disinvesting.   

During the year to 30 September 2021 the transaction costs incurred on the Legal & General funds were 

as follows: 

Fund Transaction fees 

Legal & General Global Equity 50:50 Index 0.01% of fund 

Legal & General UK Equity 0.01% of fund 

Legal & General Multi-Asset (formerly 

Consensus) 

0.01% of fund 

Legal & General Pre-Retirement 0.00% of fund 

Legal & General Cash 0.00% of fund 
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Statement regarding DC governance (continued) 

Fees and costs incurred in running the Scheme (continued) 

Other costs 

All other costs associated with the Scheme (including the administration costs, actuarial and legal costs, 

the fees of the professional trustee and regulatory levies) are either paid by the employer, or paid from 

Scheme funds not allocated to members, including a standing charge of £1,500 a year payable to Legal 

& General in addition to the investment fees detailed above. 

Costs and charges borne by members 

The following illustration projects the cumulative value of a pension contribution of £300 paid each month 

into a pension fund for the entire period under consideration. A starting fund value of £15,000 is also 

assumed. 

These contributions are assumed to increase each year with a notional salary increase of 2.5% per 

annum.  

Annual Management Charges (AMCs) are paid out to the investment fund manager for services involved 

with the management of the fund and the costs associated with running the fund. The level of these 

charges affects the final fund value. 

Two different annual management charges have been used to provide a broad spectrum of projections 

demonstrating how a higher annual management charge may result in a lower final fund value at the 

end of the period.  

A gross investment return of 5% per annum has been assumed over all illustration periods and the 

annual management charges applicable for each example are deducted from this.  

The illustrations have been reduced to reflect the effects of anticipated inflation over the period of 

projection, assumed to be 2.5% per annum. 

The value of the fund based on each different Annual Management Charge is shown at three separate 

periods 10 years, 20 years and 30 years. 

It should be noted that these are only illustrations and actual fund values will depend on actual 

investment returns achieved on investments, the time under investment and the amounts invested. 
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Statement regarding DC governance (continued) 

Costs and charges borne by members (continued) 

 

Illustration of the effect of Annual Management Charges (AMC) on projected fund values 
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Statement regarding DC governance (continued) 

Costs and charges borne by members (continued) 

Illustration of the effect of Annual Management Charges (AMC) on projected fund values 

(continued) 

Alternative illustration 1 -  

In line with the main illustration, but assuming a lower investment return of 3% p.a. 
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Statement regarding DC governance (continued) 

Costs and charges borne by members (continued) 

Illustration of the effect of Annual Management Charges (AMC) on projected fund values 

(continued) 

Alternative illustration 2 (deferred member) –  

In line with the main illustration, but, assumes that no future contributions will be paid into the Scheme. 

This illustration is more applicable for deferred members who have ceased paying contributions to the 

Scheme: 
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Statement regarding DC governance (continued) 

Costs and charges borne by members (continued) 

Illustration of the effect of Annual Management Charges (AMC) on projected fund values 

(continued) 

Alternative illustration 3 (deferred member) –  

In line with the main illustration, but assuming a lower investment return of 3% p.a. 
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Statement regarding DC governance (continued) 

Value for money 

The Trustee regularly assesses value for members within the Scheme. Particularly for the defined 

contribution section the Trustee considers the level of fees paid by members against the services 

provided for those fees to ensure they provide good value.   

Although the members do not directly cover the other costs associated with the Scheme, as these are 

met by the employer, the Trustee carefully considers the other costs incurred and monitors these and 

service levels to ensure the employer receives good value too. 

Communicating with members 

The Trustee, with its advisers and the Company, carefully considers all member communications and 

reviews common communications periodically (such as retirement quotation packs and benefit 

statements).  The Trustee works closely with the Company and the Scheme advisers to try to ensure 

member interests are understood and represented in all decision making.   
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