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Franklin Templeton UK Retirement Benefits Plan (the Plan) 
 

The Chair’s annual governance statement 

This statement has been prepared by the Trustee of the Franklin Templeton UK Retirement 

Benefits Plan (the Trustee of the Plan) in accordance with the Occupational Pension Schemes 

(Administration) Regulations 1996.  It describes how in relation to the Plan the Trustee has 

complied with the statutory governance standards that cover the following key aspects affecting 

the operation of the Plan: 

 

 The default investment strategy 

 

 Cost and charges  

 

 Ensuring the costs and charges provide good value 

 

 The monitoring of core financial transactions 

 

 How the Trustees ensure they have sufficient knowledge so that the Plan is well run. 

 

This statement covers the Plan's financial year from 1 May 2022 to 30 April 2023. 

 

In advance of preparing this statement the Trustee has undertaken an updated assessment of 

the value the Plan offers to members and given due consideration to the recommendations 

resulting from this. 

 

1. The default investment strategy 
 

The Pensions Regulator requires the Trustee to set investment objectives and design and 

manage the Plan’s investment strategies, including the default strategy. 

 

Default investment funds are provided for members who join the Plan and do not choose an 

investment option for their contributions. Some members will actively choose the default option 

because they feel it is most appropriate for them.  However, typically, most members in UK 

pension schemes do not make an active investment decision and are invested in default 

investment strategies.  The Trustee reviews the appropriateness of the default arrangements on 

an ongoing basis and formally at least every three years (or sooner, if there is any significant 

change in investment policy or member demographics), to ensure that the risk and return on 

investments is consistent with the Trustee’s aims, objectives and policies. 

 

The Trustee prepares and keeps under review a Statement of Investment Principles (SIP) that 

describes its investment policy for the Plan as a whole, covering such matters as the investment 

objectives for the Plan, the division of responsibilities, risk controls and the selection and 

monitoring of investment managers. A SIP for the default investment strategy is attached to this 

statement as Appendix 1. A copy of the full SIP is available on request. 

 

The default investment arrangement in place during the period covered by this statement is the 

Flexible Retirement Lifestyle. This strategy has been in place since January 2020. 

 

The default strategy is a pre-set investment route that transitions members from a blended 

growth fund to a moderate growth fund and cash fund over an 8 year de-risking period. The final 

phase is designed to target the withdrawal of tax-free cash and the flexible withdrawal of 

benefits through retirement. The chart below illustrates the underlying funds used within this 

strategy on the approach to retirement.  

  



 

2 

 

Default Lifestyle:  

 

No formal review of the default strategy was conducted during the year to 30 April 2023. The last 

review of the strategy was conducted in 2020. 

 

In addition to the default strategy, members also have access to alternative Lifestyles targeting 

annuity and cash and a range of self-select funds.  

 

Other default funds 
 

Over the years, the Trustee has removed certain funds from the Plan’s self-select fund range. 

The reasons for these changes vary. For example, Mercer Global Investments closed their funds 

in 2018, necessitating the transfer of members’ savings in these funds to replacement funds.  In 

other circumstances, a fund might be removed because the Trustee, after obtaining professional 

investment advice, identified better value opportunities for members.  

 

The Trustee’s process in these circumstances is to invite members affected by the change to 

choose an alternative from the Plan’s range of funds and, as a fallback position, to switch or 

‘map’ the savings of members who do not make a choice to an alternative fund that is selected 

by the Trustee. 

 

Whilst such funds are not part of the above Default Strategy, the Trustee governs such funds 

individually as technically constituting default investment arrangements and in line with 

appropriate governance requirements, including an annual cap on charges (excluding 

transaction costs) of 0.75% of assets and the duty to review each fund at least every three years. 

 

The table below lists the default investment arrangements that have arisen because of fund 

mapping exercises in previous years. 

 

Fund(s) Reason for identification as a default Strategy 

L&G Global Equity Market 

Weights (30:70) Index Fund GBP  

75% Currency Hedged 

In order to accommodate the closure of the MGI 

High Growth Fund, members who did not select 

an alternative fund had their savings transferred 

to this fund. 

 

Members in the LGIM Global Equity (50% UK 50% 

Overseas) Fund had their savings transferred to 

this fund. 

L&G Diversified Fund In order to accommodate the closure of the MGI 

Growth Fund, members who did not select an 

alternative fund had their savings transferred to 

this fund. 
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2. Charges and transaction costs 
 

Transaction costs and charges borne by members may have a significant impact on their 

pension savings, so it is important that the Trustee keeps the levels of these deductions under 

review. 

 

The tables that follow show the charges applicable to the funds available within the Plan. The 

AMC reflects the total cost associated with managing and operating a fund, this includes 

investment management fees, fund legal fees, investment platform and administration fees and 

any other expenses.  

 

The Trustee confirms that all funds used within the default comply with charge cap 

requirements to remain under 0.75%p.a. and are satisfied that the costs borne are reasonable. 

 

  

L&G Diversified Fund In order to accommodate the closure of the MGI 

Moderate Growth Fund, members who did not 

select an alternative fund had their savings 

transferred to this fund. 

Blended Growth Fund  In order to accommodate the closure of the 

Franklin Templeton Growth Fund, members who 

did not select an alternative fund had their 

savings transferred to this fund. 

LGIM Pre-Retirement Fund  In order to better match annuity prices, 

members in the LGIM Over 5 years Index Linked 

Gilt Fund had their savings transferred to this 

fund. 

Annuity Matching Lifestyle Strategy  In order to accommodate the closure of the 

previous default lifestyle strategy, members who 

were within five years of their selected retirement 

age and who did not select their own funds had 

their savings transferred to this strategy.  A chart 

showing the investment strategy of this lifestyle is 

shown below. 
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Transaction costs 

 

The Pension Regulator requires Trustees to comment on the costs that are borne by members in 

the Plan and whether those costs are appropriate and represent good value. In addition to the 

charges referred to above, transaction costs are incurred by the fund managers because of 

buying, selling, lending, or borrowing investments. These can be divided into: 

 

 Explicit Costs: These are costs that are directly observable and are charged to or paid by 

the fund. They may include taxes (such as stamp duty), broker commissions (fees 

charged by the executing broker to buy and sell investments) and costs of borrowing or 

lending securities. These costs are billed to the fund and paid in cash and so can be 

accounted for precisely. 

 

 Implicit Costs: These are not invoiced and settled for cash like explicit costs. They cannot 

be observed in the same way but will also result in a reduction in the total amount of 

capital invested. They cannot be calculated precisely. 

 

Transaction costs are not explicitly deducted from a fund but are captured in its performance 

(that is, the higher the transaction costs, the lower the returns produced, all else being equal). 

The Financial Conduct Authority has provided guidance in Policy Statement 17/20 to investment 

managers regarding calculation and disclosure of transaction costs. Due to the way in which 

costs are required to be calculated, they can be negative or positive; a negative figure is 

effectively a gain from trading activity, whilst a positive figure is effectively a cost from trading 

activity. 

 

The tables below show the transaction costs and charges incurred by the funds in the Plan as at 

31 March 2023.  

 

Funds used within Default strategy: 

 

Additional Self-Select Funds 

Notes:  

 Transaction costs shown to 31 March 2023 (closest available to Plan year-end) 

 Average transaction cost calculated by taking average of the funds over number of years 

available up to the last five years. Where transaction costs were negative, we have taken 

the value to be zero when calculating the average. 

 Legal & General is using the ‘spread’ methodology to calculate implicit costs and 

confirms that its reporting of the above transaction costs does not fully conform to the 

slippage cost methodology outlined by the FCA.  The ‘spread’ methodology has been 

approved by the FCA for calculating prior years’ transaction costs which enables 

trustees to fulfil regulatory requirements on reporting transaction costs.  

Fund Name 
AMC 

(%) 

12-month 

Transaction 

Costs (%) 

Average 

Transaction 

Costs (%p.a) 

Legal & General Global Equity (30:70) Index Fund 

(75% currency hedged) 
0.20 0.08 0.05 

Legal & General Diversified Fund 0.30 0.00 0.00 

Legal & General Retirement Income Multi Asset Fund 0.35 0.12 0.05 

Legal & General Cash Fund 0.13 0.04 0.02 

Legal & General Blended Growth Fund 0.25 0.04 0.09 

Fund Name AMC (%) 

12-month 

Transaction 

Costs (%) 

Average 

Transaction Costs 

(%p.a) 

Legal & General Managed Property Fund 0.70 -0.49 0.03 

Baillie Gifford Managed Pension fund 0.33 0.18 0.17 

Franklin Templeton Global Total Return 0.70 0.45 0.35 

Legal & General Pre-Retirement Fund 0.15 0.03 0.02 
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Generic illustrations showing the possible impact of charges on projected pension account 

values are included in Appendix 2. 

 

Ensuring the costs and charges provide good value 
 

The Trustee undertook a value for member assessment in accordance with requirements for 

schemes with under £100m of assets.  This assessment had three components: 

 

1. Comparison of the Plan’s costs and charges with those of three larger schemes (each with 

assets exceeding £100m) 

2. Comparison of the Plan’s net investment returns with those of three larger schemes (each 

with assets exceeding £100m) 

3. A self-assessment of the Plan’s governance and administration using seven underlying 

categories. 

One of the comparators was a Master Trust.  In addition to providing net investment returns and 

charges information, the Master Trust provider also set out indicative terms for transfer if the Trustee 

decided to wind up the Plan and transfer members to another scheme.  This information is required 

by legislation and there is no intention to wind up the Plan in the immediate future. 

 

As a result of the comparison: 

 The Plan’s costs and charges for the current default, other “defaults” and the popular self-

select funds were assessed to be lower than the average for the comparator funds, resulting 

in a pass for this component. 

 The Plan’s net investment returns for the current default, other “defaults” and the popular 

self-select funds were considered closely comparable with or better than the average for the 

comparator funds, resulting in a pass for this component. 

 The Plan failed two of the underlying governance and administration categories, resulting in 

a fail for this component. 

Because the Plan failed in the administration and governance section, the Trustee concluded that 

the Plan is not currently delivering value for members.  However, the Trustee has already taken 

positive action in this area, appointing new administrators to the Plan for future years. 

The Plan is complicated by legacy DB pension underpins and this has hampered the Trustee’s ability 

to make improvements to the Plan.  However, the Trustee is planning to investigate whether more 

recent market initiatives might provide a possible solution to remove the DB underpins and thereby 

enable members’ pension accounts to be transferred to a new vehicle that could then deliver better 

value in the future. 
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3. Net Investment returns 

 
The Occupational Pension Schemes (Administration, Investment, Charges and Governance) 

Amendment Regulations 2021 introduce new requirements for Trustees of DC pension schemes. 

From 1 October 2021 the Trustees are required to calculate and state the return on investments from 

their default and self-select funds, net of transaction costs and charges. 

 

Below are the annualized net returns to 31 March 2023* for members where Lifestyling takes place: 

 

Flexible Retirement Lifestyle: 

Time period 1 year (% 3-year (% p.a) 

 

Age of member at beginning of period 

(years) 

  

25 -5.27 10.43 

45 -5.27 10.43 

55 -5.30 10.50 

 

Annuity Lifestyle: 

Time period 1 year (%) 

 

3-year (% p.a) 

 

Age of member at beginning of period 

(years) 

  

25 -5.27 10.43 

45 -5.27 10.43 

55 -5.30 10.50 

 

Cash Lifestyle: 

Time period 1 year (%) 

 

3-year (% p.a) 

 

Age of member at beginning of period 

(years) 

  

25 -5.27 10.43 

45 -5.27 10.43 

55 -5.30 10.50 

 

The net investment returns to 31 March 2023* for all funds within the Plan:  

 

* Used for consistency with the returns used in the value for member assessment. 

Source: LGIM, Isio calculations 

  

Fund Name 1 year 

(%) 

3 years 

(% p.a) 

Legal & General Global Equity (30:70) Index Fund (75% currency hedged) -4.5 14.6 

Legal & General Diversified Fund -6.0 6.4 

Legal & General Retirement Income Multi Asset Fund -3.6 5.0 

Legal & General Cash Fund 2.1 0.7 

Legal & General Blended Growth Fund -5.3 10.4 

Legal & General Managed Property Fund -14.1 2.2 

Baillie Gifford Managed Pension fund -8.6 7.1 

Franklin Templeton Global Total Return Bond Fund (Hedged) -13.1 -6.0 

Legal & General Pre-Retirement Fund -19.8 -8.5 
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Notes:  

 Returns calculated as the annual geometric average. 

 Age-related returns for members in lifestyle strategies have assumed annual switching in the 

glidepath and retirement at age 60 

 

4. Monitoring the Plan's financial transactions 
 

The Trustee is required to explain to you how it ensures that core financial transactions are 

processed promptly and accurately. Core financial transactions include: 

 

• Investment of contributions paid to the Plan; 

• Transfer of members’ assets into and out of the Plan; 

• Transfers of members’ assets between different investment options available in the Plan; and 

• Payments from the Plan to or in respect of members. 

 

The Trustee operates an outsourced operational model, with the Plan’s administration and 

management of its Plan bank account delegated to Mercer. The Trustee has agreed timescales with 

its administrators for the processing of all member-related services, including core financial functions 

relating to contribution handling, quoting benefits, and paying benefits.  These timescales are well 

within any applicable statutory timescale. 

 

Mercer records all member transactions and benefit processing activities in a work management 

system which assigns the relevant timescale to the task.  

 

Mercer’s administration reports disclose Mercer’s performance against these agreed timescales. The 

Trustee requires additional disclosures in respect of any transactions and benefit processing activity 

that has not been completed within the agreed timescales including the cause of the delay, the 

extent to which agreed timescales were breached and the proposed remedial measures.   

 

During the year the Trustee was asked to resolve a historic issue relating to the incorrect allocation of 

funds to the Plan by Mercer.  The Trustee asked for a full reconciliation of all payments since 2020 

and is satisfied the error was a one off.  The funds have since been reimbursed to the correct pension 

scheme and all records updated.  No member benefits were impacted because of the error.  The 

Trustee has taken the decision to replace Mercer as the third-party administrator to the Plan.  

Following the Plan year end the appointment of Isio as third-party administrator was finalised with 

services provided by Isio from 1 September 2023 onwards. 

 

The administrator provides an AAF audit report each year which helps the Trustee understand the 

effectiveness of the administrator’s internal controls and how they intend to address any weaknesses. 

 

 

5. Trustees’ knowledge and understanding (TKU) 
 

The Pensions Act 2004 requires trustees to have appropriate knowledge and understanding of 

the law relating to pensions and trusts and the investment of the assets. The degree of 

knowledge and understanding required is that appropriate for the purposes of enabling the 

Trustee to exercise the function in question.  During the year, Dalriada Trustees Limited replaced 

MOAT Pensions Limited as the sole Professional Trustee to the Plan. 

  

The Trustee is also required to explain how its combined knowledge and understanding, 

together with the advice which is available, enables it to properly exercise its function as 

Trustee.     
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The Plan was governed during the year by a sole Professional Trustee with experience of many 

pension funds. Its representative has during the year undertaken formal training on several key 

current and upcoming pension issues.  

The Trustee also received 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. Representatives from these advisors attended all formal Trustee meetings during 

the year. Also, the Trustee carried out a full adviser review and appointed a new adviser to 

provide actuarial, investment and administration services to the Plan, with a view to managing 

costs and improving governance. The Trustee has regular access to designated individuals 

within the Plan’s sponsoring employers who have responsibility for pensions. 

Signed by the Chair on behalf of the Trustee of the Franklin Templeton UK Retirement Benefits 

Plan 

Date:  27/11/2023
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Appendix 1 - Illustrations of the effect of costs and charges 
 

Background 
 

The following pages contain the required illustrations about the cumulative effect of costs and charges 

on member savings within the Plan over different periods.  The illustrations have been prepared having 

regard to statutory guidance. 

 

As each member has a different amount of savings within the Plan and the amount of any future 

investment returns and future costs and charges cannot be known in advance, the Trustee has had to 

make several assumptions about what these might be.  The assumptions are explained in the Notes 

section below the illustrations. 

 

Members should be aware that such assumptions may or may not hold true, so the illustrations do not 

promise what could happen in the future. This means that the information contained in this Chair’s 

Statement is not a substitute for the individual and personalised illustrations which are provided to 

members each year by the Plan.   

 

Key points to note 
 

The tables below illustrate the potential impact costs and charges might have on different investment 

options provided by the Plan.  Not all investment options are shown – The Regulations require the 

Trustee to provide illustrations on the impact of costs and charges for a range of funds: 

 Most popular (default option) 

 All default funds within the Plan (including technical defaults) 

 Highest cost fund (Franklin Templeton Global Targeted Return Fund) 

 Lowest cost fund (Legal and General Cash Fund) 

 The fund with the lowest assumed growth (net of charges and based on assumptions made in 

the Plan’s Statutory Money Purchase Illustrations (SMPIs)) (Franklin Templeton Global 

Targeted Return Fund) 

 The fund with the highest assumed growth (net of charges and based on assumptions made in 

the Plan’s Statutory Money Purchase Illustrations (SMPIs)) (Legal and General global Equity 

(30:70) Index Fund (75% currency hedged) 

 

In each of the illustrations, the “Before charges” column gives the hypothetical value of the investments 

if members were able to invest in funds at no cost.  However, there will always be some cost to 

investing. This is because the organisations which manage the funds charge fees for their services, and 

because buying and selling the stocks and shares which drive the funds’ performance also has a cost.  

The “After all costs and charges deducted” column reflects the performance of the funds after these 

costs have been deducted.  

 

If transaction costs for a fund are negative due to the methodology used in the calculations, we have 

assumed zero transaction charges in any of the projections shown. 

 

The illustrations consider the following elements: 

 Real terms investment returns gross of charges and costs 

 Adjustment for the effect of costs and charges 

 Time period of investment 

 Contribution levels (if any) 

 

To make this analysis broadly representative of the membership the Trustee has based this on a 

representative member aged 34 with a normal retirement age of 60, using a starting fund size of 

£25,000. There are assumed to be no contributions made. 
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Member projections  
 

 34-year-old, with a starting pot of £25,000 and no contributions 

Age 

Flexible Retirement Lifestyle 

Default (Most popular) 

Annuity Matching Lifestyle 

(Technical default) 

Legal & General Pre-

Retirement Fund 

(Technical default) 

Before 

charges 
After charges 

Before 

charges 

After 

charges 

Before 

charges 

After 

charges 

 £ £ £ £ £ £ 

35 26,163  26,076  26,163  26,076  25,417  25,375  

40 32,838  32,194  32,838  32,194  27,608  27,338  

45 41,217  39,747  41,217  39,747  29,987  29,452  

50 51,733  49,072  51,733  49,072  32,572  31,729  

55 63,659  59,477  63,248  59,110  35,379  34,183  

60 72,972  67,026  70,718  65,043  38,429  36,826  

 

 

 34-year-old, with a starting pot of £25,000 and no contributions 

Age 

Legal & General  

Diversified Fund 

(Technical default) 

Legal & General Global  

Equity (30:70) Index  

Fund (75% currency hedged) 

(Technical default) 

Legal & General Blended  

Growth Fund 

(Technical default) 

Before 

charges 
After charges 

Before 

charges 

After 

charges 

Before 

charges 

After 

charges 

 £ £ £ £ £ £ 

35 26,125  26,050  26,200  26,138  26,163  26,076  

40 32,557  32,000  33,121  32,655  32,838  32,194  

45 40,571  39,308  41,871  40,797  41,217  39,747  

50 50,559  48,286  52,932  50,969  51,733  49,072  

55 63,006  59,314  66,916  63,677  64,933  60,584  

60 78,517  72,860  84,593  79,553  81,500  74,797  
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 34-year-old, with a starting pot of £25,000 and no contributions 

Age 

Franklin Templeton Global Total 

Return Bond Fund (Hedged) 

(Highest Charging and Lowest 

Expected Return Fund) 

Legal and General Cash 

Fund 

(Lowest Charging Fund) 

Legal & General Global  

Equity (30:70) Index  

Fund (75% currency hedged 

(Highest Expected Return 

Fund) 

Before 

charges 
After charges 

Before 

charges 

After 

charges 

Before 

charges 

After 

charges 

 £ £ £ £ £ £ 

35 25,313 25,050 25,313 25,277 26,200  26,138  

40 26,935 25,299 26,935 26,710 33,121  32,655  

45 28,661 25,551 28,661 28,223 41,871  40,797  

50 30,497 25,805 30,497 29,823 52,932  50,969  

55 32,452 26,062 32,452 31,513 66,916  63,677  

60 34,531 26,322 34,531 33,299 84,593  79,553  

 

Members are advised to consider both the level of costs and charges and the expected return on 

investments (i.e. the risk profile of the strategy) in making investment decisions. 

Notes on member illustrations: 

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. Retirement is assumed to be at age 60 with a starting age of 34 

3. Starting pot size is assumed to be £25,000 

4. Inflation is assumed to be 2.5% each year 

5. Gross contributions for members of £0 per month are assumed 

6. Values shown are estimates and are not guaranteed 

7. The charges assumed for each fund are the current charges as shown in the Chair’s Statement 

8. Average transaction costs from the last 5 years (where available) have been used and zero 

transaction costs assumed in the projection calculations if the actual transaction cost was negative 

9. The projected growth rates for each fund are shown below (growth rates above assumed inflation):  

 Flexible Retirement Lifestyle: 

o For periods up to 9 years from retirement:4.65%, reducing to 

o 3.69% for periods up to 5 years from retirement, reducing to 

o 2.14% at retirement age 

 Annuity Lifestyle 

o For periods up to 9 years from retirement:4.65%, reducing to 

o 3.38% for periods up to 5 years from retirement, reducing to 

o 1.56% at retirement age 

 Legal and General Pre-retirement Fund: 1.67% 

 Legal and General Diversified Fund: 4.5% 

 Legal and General Global Equity (30:70) Index Fund (75% Currency Hedged): 4.8% 

 Legal and General Blended Growth Fund: 4.65% 

 Franklin Templeton Global Total Return Bond Fund (Hedged): 1.25% 

 Legal and General Cash Fund: 1.25% 
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Appendix 2 - Statement of Investment Principles 
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