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Limitations

Towers Watson Limited (Willis Towers Watson) (“we/our/us”) has prepared this document for the Trustees in the context of their ongoing 

monitoring and oversight of the Trane UK Limited Retirement Benefits Plan (‘the Plan’). 

In preparing this report we may have relied upon data supplied to us by third parties. While reasonable care has been taken to gauge the reliability 

of this data, we are unable to guarantee the accuracy or completeness of that data, and we cannot therefore be held liable in this regard, including 

as to the misrepresentation of data by third parties involved. 

Our opinions and ratings on providers are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us 

of the future performance of the fund provider in question, either favourable or unfavourable.

This document is provided to the Trustees solely for their / its use, for the purpose indicated. It is based on data/information available to us at the 

date of the report and takes no account of subsequent developments after that date. 

This report may not be modified or disclosed by the Trustees to any other party without our prior written permission except as required by law. In 

the absence of our express written agreement to the contrary, we accept no responsibility for any consequences arising from any third party relying 

on this report or the opinions we have expressed. This report is not intended by us to form a basis of any decision by a third party to do or omit to 

do anything. 
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Introduction

When the Pension Regulator’s DC Code of Practice Number 13 was introduced in 2013, one of the newer focuses was ‘Value for Members’ (‘VfM’), 

which examines both the value of any products or services paid for directly by the members (this is a legal requirement), as well as the overall 

benefit of the scheme (not legally required but considered good practice).  Trustees must consider (on an annual basis) this aspect of governance 

when reviewing their scheme, and must include details in the Chair’s Statement, although the Pensions Regulator allows Trustees to decide for 

themselves what the assessment will look like. 

The purpose of this VfM assessment is to consider the value offered to members by the Personal Pension Accounts (‘PPAs’), the defined 

contribution (‘DC’) benefit which underpins the defined benefits (‘DB’) at point of crystallisation. If the value of the PPA is greater than the value of 

the DB benefits, the underpin ‘bites’ and the Trustees must ensure that the value of the benefits paid out to the member is in line with the PPA.  

Assessment of VfM in this context is difficult, as the PPAs are not tangible benefits, and do not have a specific monetary value until point testing is 

carried out when a member takes their retirement benefits, transfers out or dies.  We have therefore taken a pragmatic view of the value offered by 

the Plan.

There are also two AVC arrangements associated with the Plan, managed by Prudential and Utmost Life and Pensions; a VfM assessement in 

respect of those benefits was undertaken in September 2019. The findings of that assessment have not altered and so we have not undertaken a 

further specific assessment of value offered by the AVCs as part of this exercise (ie. the 2019 VfM report for AVCs remains valid).The results of this 

VfM assessment will be included in the Chair’s Statement. 

The assessments covers the following:

• Charges – members only investment and some minor transactional charges

• Plan governance and management – how the Trustees, supported by their advisers, manage the Plan in association with the relevant providers 

and investment managers

• Administration – the quality of services provided by the Plan administrators

• Investment – the quality of the investment offering

• Communication – the quality of communications

The following pages provide a high level summary of the results. The appendices include further detail, including the charges associated with the 

Plan.
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Executive summary
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Value for members (VfM) We believe that combined value provided to members by the scheme governance and 

management, administration, investment and communication services and features is good

overall when compared with the overall level of charges met by members. The Plan provides 

good quality services that meet the needs of the Plan membership that are impacted by the 

PPA.

Conclusion and next steps This assessment is for noting and should be taken in to account within the Chair’s Statement 

required for the 2019/20 Plan year.

VfM Broader 

value

Excellent value

Good value

Sufficient value

Below average value

Poor value

Not relevant

Plan governance 

and 

management

AdministrationInvestment

Communication

£
Charges
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Assessment of elements that 

influence value
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Value for members – assessment of each core area
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Approach taken

Focussing on ‘need’ and 

‘performance’ in relation to 

each of the areas that 

members pay for

We have considered the value for members in the five key areas of Charges, Scheme governance and 

Management, Investment, Administration and Communication.  Within each section we have considered:

• Need – we consider the need of the service from members.  This covers both the appropriateness of a 

service for the membership as well as the actual and perceived value members gain.

• Performance – We consider the quality of the service to meet the need.  This should look at the current 

service provided, the performance of the service provider and how well this meets the needs of the 

membership.

We have used these two areas to draw a conclusion of the overall value offered by the PPAs.

Transaction costs and 

charges

The Plan is a DB arrangement 

and operates on an 

‘unbundled’ basis, invested in 

pooled funds, with no ring-

fenced allocation at a member 

level.  Charges are not 

applied directly to members 

funds, but are taken into 

account as part of the fund 

performance.  The investment 

managers are BlackRock and 

State Street. 

Need - Charges have a measurable impact on member outcome and so there is a need to ensure these are at 

an appropriate level.

Performance - Willis Towers Watson has assessed performance by comparing the charges on the PPA  

against other industry and peer group comparators and conclude that charges (as notified to us by the 

investment managers) compare well with these external comparators. Please see Appendix B to this paper for 

the overall comparative position.

Transaction costs – Transaction costs are those incurred by fund managers as a result of buying, selling, 

lending or borrowing investments within their funds. These costs are taken into account via the unit price for each 

of the funds and can therefore have an impact on the member outcome.  Because the Main Plan is a DB 

arrangement, transactions costs are not calculated at a member level, and the investment managers have not 

been able to provide exact figures for all funds.

Conclusion - the current level of DC charges provide good value for members based on the information 

available to us.
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Value for members
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Scheme governance and 

management

The Plan is administered by 

WTW, and the cost for these 

services is met by the 

employer. Significant 

additional value is also 

derived from a robust Trustee 

governance framework.

Need

Poor governance/Plan management can have a detrimental impact on outcomes.  A well-established governance 

framework enables Trustees to focus on the key areas that are likely to impact member outcomes (investment 

performance an retirement outcomes).

However, the DC underpin will only be triggered if the members’ benefit under the Plan are lower than the PPA.  

The Trustees must therefore ensure that there are sufficient funds to cover this possibility; in this respect, good 

scheme governance will be key.

Performance

The value of the PPA is not known until point of crystallisation.  However, the Trustees must take it into account 

when undertaking their triennial actuarial reviews, which feed into all aspect of Plan governance, including 

investment strategy. 

We conclude that under the key area of scheme governance and management the Plan provides good value for 

members.

Administration

The Plan is administered by 

Willis Towers Watson; the 

cost of these services is met 

by the employer. 

Need

The focus of the administrator is on timely and efficient transactions, including contributions, investment 

switches, transfers and retirement payments, as well as dealing with member queries 

Performance

The Trustees monitor the performance of Willis Towers Watson (WTW) against SLAs via standard governance 

reports. WTW has met the majority of the SLAs in relation to administration tasks carried out (99.7%) over the 

Plan year which is a very high level of performance. Note that this statistic relates to performance across the DB 

Plan as a whole, of which the PPA forms a part.

We therefore believe that the overall value offered by the Plan under the key area of administration is good 

value.
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Value for members
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Investment

Core investments are 

managed by BlackRock 

and  State Street. Members 

are invested in pooled 

funds, and investment 

strategy is driven by DB 

rather than DC/PPA 

considerations.  

Need

For a DB arrangement, inadequate investment choices and/or poor investment performance can have a 

detrimental impact on the Trustees ability to meet the main aims of the scheme, which are: 

i. To ensure they can meet their obligations to the beneficiaries of the Plan; and 

ii. To pay due regard to the employer’s interests on the size and incidence of the employer’s contribution 

payments.

The investment strategy must support the long-term aims of the Plan. 

For a DC arrangement the position is different in that investment strategy has a direct and measurable impact on 

members retirement benefits. Within the Plan, current investment strategy is set very much with DB funding 

strategy in mind and so DC considerations are secondary (the PPA only applies in very limited circumstances). 

In the event that investment strategy/performance is poor, the impact on members will be very limited as their 

benefits will simply be calculated with regard to the DB rules. So in that sense the need is limited.

Performance

In order to meet the DB funding strategy, the Trustees, along with their investment advisers (WTW) seek to 

diversify the Plan’s risk exposure and to manage the Plan’s investments efficiently.  The investment strategy 

makes use of two main types of investments: 

▪ A diversified portfolio of global equities; and

▪ A range of instruments that provide a better match to changes in liability value, including (but not limited to) 

fixed-interest and index-linked government bonds, and corporate bonds. 

The balances within and between these investments is determined from time to time with regard to maximising 

the chance of achieving the Plan’s investment objectives.  The Trustees, in conjunction with their investment 

consultant, the Scheme Actuary, and in consultation with the employer, regularly review the appropriateness of 

their investment strategy.   The Trustees also ensure that there is sufficient cash to meet benefit and other 

payment obligations (such as the DC underpin).

We conclude that under the key area of investment the Plan provides good value for members bearing in mind 

members have the protection of their underlying DB rights and there is a well thought through strategy 

underpinning these rights.
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Value for members
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Communication

Core communications are 

provided by WTW, which 

are paid for by the 

employer. 

Need

Communication for members of DB arrangements generally centre around annual statements, and at 

retirement.  The latter is particularly important in order to support members as they make their 

retirement plans. 

Performance

With input from the Trustees, WTW produces an annual statement and at retirement communications.  

If the DC underpin is triggered, appropriate DC communications (including an SMPI) are provided to 

the affected members.

From a DC perspective as the only DC-specific communications are those produced for compliance 

purposes, we therefore believe that the overall value offered by the Plan under the key area of 

investment is sufficient value.
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Appendix – Current fee arrangements
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Fee benchmarking 
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The Plan’s average 

AMC of 0.06% is below 

the average for 

schemes with a similar 

proportion of passive 

assets

The chart below shows total fees, expressed as an average annual management charge (AMC), that apply 

for Willis Towers Watson clients schemes using an investment gateway platform or direct to managers. In 

Appendix B we have provided a table of the current assets under management within the Plan and the 

charges paid by members, from this we have calculated a weighted average AMC of 0.06% for the Plan.

In this chart we have shown how the average AMC varies depending upon the proportion assets that are 

managed passively within the scheme. The trend line shows the average AMC for all schemes. This 

suggests that the Plan’s average AMC of 0.06% is below the average for schemes with a similar proportion of 

passive assets. 

We conclude that, in isolation, the charges represent excellent value for members.
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Current fee arrangements – main DB Plan
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The average for the AMC is a weighted average, this 

means that the funds that have a higher percentage of 

assets will have a higher impact on the average AMC.

Fund name AUM (£m) % of Total Assets Current AMC (%) Active/Passive

BlackRock UK Index Linked 136.00 38.69 0.05 Passive

BlackRock UK Govt Bonds 103.22 29.36 0.05 Passive

BlackRock Aquila Life Corporate Bond All Stocks Index 49.23 14.00 0.08 Passive

(SSgA) North America Index Equity 35.21 10.02 0.07 Passive

(SSgA) Europe Index Equity 8.33 2.37 0.07 Passive

(SSgA) MSCI Emerging Markets Index 6.44 1.83 0.07 Passive

(SSgA) Japan Index Equity 4.99 1.42 0.07 Passive

(SSgA) Asia Pacific ex Jpy Index Equity 2.97 0.84 0.07 Passive

(SSgA) UK Index Equity 2.77 0.79 0.07 Passive

BlackRock Institutional Sterling Liquidity Fund 2.27 0.65 0.10 Passive

(SSgA) Global Emerging Index Equity 0.10 0.03 0.07 Active

Total assets (£m) £351.53

Average AMC 0.06%

Effective date 31 March 2020
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