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Welcome to your annual newsletter
We’re delighted to welcome you to
issue seven of Your Pension Matters, our
annual newsletter about the Affinity
Water Pension Plan (which we’ll refer to
as ‘the Plan’).
As usual, we have included a range of
articles we believe you’ll find interesting.
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If you have any ideas for future
issues, please don’t keep them
to yourself – we’re always happy
to receive content suggestions.
You can access current and back
issues of Your Pension Matters on
pensionsWEB.

If at any time you want to have a chat
about your pension or you need clarification
on any points, please feel free to contact
the Hymans Robertson helpline or speak
to any of the trustee directors. We have
included the contact details on page 12 of
this newsletter.
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Research by L&G has found
that around 1.5m UK
workers aged over 50 could
postpone their retirement
as a direct result of the
Covid-19 pandemic.
A member earning £30,000
and contributing 6% of their
salary to the Plan could
expect their take-home pay
to rise by £216 a year by
moving to SMART pensions.

pensionsWEB

£
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Moving ever closer to paperless…
For the first time, most of the 2020 annual benefit statements we produced for
members were issued online at pensionsWEB – this has greatly reduced administrative
costs and our carbon footprint through the elimination of paper, printing energy,
postage and so on. Members can view, download and print online pdfs of their current
and previous statements at any time.

In 2010 only 35%
of the UK’s 22- to
29-year-olds had
a pension plan.
By 2019 that had
increased to 78%.
Currently one in
11 people in the
UK is over 65.
By 2050 this is
predicted to rise to
one in six.

SMART

Only 29%
of people in the UK
know how much
money they’ll need in
retirement.

35%
2010

78%
2019

65+
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Changes to the Trustee Board

• 2008-2012 – Employer Nominated
Trustee Director for the Water Services
division, Veolia UK Pension Plan. Karen
was instrumental in setting up the Plan
for Affinity Water following our sale
from Veolia in 2012.
• 2009-2018 – Head of Governance
for two teams: Finance and Legal &
Assurance.
• 2013-2015 – Company Secretary for
the Trustee of Affinity Water’s newly
formed Plan. Karen worked closely with
professional advisors and the Payroll
& Pensions team to transfer 3,000
member records and assets valued at
£360m, while also establishing a robust
governance structure to safeguard
members’ benefits.

Defined Benefit (DB) members

LAST

The Trustee Board comprises:
• Michael Calabrese
Employer Nominated Director
(Chairman)

Farewell Karen

• 1999-2009 – Head of Internal Audit,
Veolia UK.
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New line-up

The Trustee Board has been relatively stable
for the past couple of years. However, in
2020 we saw some significant changes.

In July 2020 Karen Austin decided to step
down from her position as Chairman of the
Trustee Board. During her many years of
outstanding service, both at Veolia Water
UK and Affinity Water, she has consistently
strived to develop and strengthen the
pension offer.
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• Anton Gazzard
Member Nominated Director
• Eddie Lintott
Member Nominated Director
• Phil Parsons
Employer Nominated Director
Karen Austin

Michael Calabrese

• 2015-2020 – Trustee Director and Chair
of the Trustee Board. Karen played a
significant role in developing the Plan for
all members, including the introduction
of the DC lifestyle strategies, Guided
Outcomes and pension freedoms, as well
as a considerable increase in the security
of our asset values, which now stand at
almost £600m.
We would all like to thank Karen for her
invaluable contribution and dedication to
the Plan since 2013, and for her loyal service
to the company over the last 20 years.

Michael steps up
We are delighted to announce that Group
Financial Controller Michael Calabrese has
taken on the role of Chairman of Affinity
Water Pension Trustees Limited. A Trustee
Board member since February 2013, he has
a wealth of relevant experience. He has

Lauren Schogger

• Lauren Schogger
Employer Nominated Director

worked on the Plan’s investment and
funding strategy and led on all financial
aspects, including audit and accounts.
Michael is looking forward to his new
extended role and the challenges it will
bring, and says he’s aware that he has
extremely big shoes to fill!

Hello Lauren
Lauren Schogger joined Three Valleys
Water in 2005, so has just celebrated
her 15-year anniversary. She joined as a
business analyst in the IT department’s
Programme Office and has since
worked in a number of directorates,
including Asset Strategy and Wholesale
Operations. From 2017 Lauren’s focus
was our AMP7 Business Plan and in
October 2020 she transferred to HR,
to lead our management response to
Covid-19 and manage our Back to the
Future programme.

• Independent Trustee Services Limited
Independent Trustee Director
(represented by Hetal Kotecha).

Specialist providers
The following three organisations
continue to provide the Trustee with
specialist services and advice:
• Hymans Robertson – administration,
actuarial services and investment
management
• Eversheds Sutherland – legal
• KPMG – auditing.

Information about your Affinity Water Pension Plan

Page 4 | Your Pension Matters | Issue 7 | 2020

FIRST |

Covid-19 impacts
No 2020 newsletter would be
complete without a mention of the
biggest global issue of the year.
Here we look at the impact of the
pandemic on the Plan, our members,
the trustee directors and our advisors.

Working from home
Nearly all our trustee directors, advisors and
administrators switched quickly to home
working. We’re pleased to say that we’ve seen
no significant impact on our members – we’re
still responding to email and phone queries
within our target times and haven’t received
any complaints.
Probably the biggest impact was on trustee
meetings. Our quarterly board meetings, for
example, involve up to 13 attendees from
half a dozen organisations and there’s usually
a large quantity of printed papers and reports
to read, but the transition to remote meetings
and digital copies has gone very well. We hope
to sustain the reduction in printing in the long
term.

The Covid-19
pandemic initially
sent global stock
markets
plummeting

Our service levels
have remained
high and we’ve
received
no member
complaints
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Fluctuations in
stock markets
have no impact
on DB members’
outcomes

Be wary of
scammers trying to
tempt you to invest
in (supposedly)
safe havens
We’re working
from digital copies
and doing a
lot less printing

Administration functions
Our administrators and advisors have
continued to provide all necessary services
and advice. We’ve been monitoring their
performance through regular meetings and
reports.
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Remote working
dramatically
reduced our travel
expenses

The DB Plan is
in a very strong
position and has
been for a number
of years

CONTINUED ON NEXT PAGE

Defined Benefit (DB) members
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Covid-19
impacts
Fund values
CONTINUED FROM PREVIOUS PAGE

Fund values
In recent years the strong performance of our investments has enabled the Trustee to
invest in lower-risk, lower-return investments with very little money actually invested
directly in companies or equities.
Although this approach largely shielded the fund from the global stock market falls
experienced during the early weeks of the pandemic, there was some impact on the
DB funds held by the Plan.
It should be noted that DB members’ benefits are defined, so any fluctuations in
investments, stock markets and so on have no direct impact on members’ pension levels
or benefits.
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Expression of Wish
When you die, some of your pension
entitlements may pass to your surviving
spouse, civil partner or dependant –
these are known as ‘death benefits’.
Although not the most pleasant of
things to be thinking about, death
benefits are a very important area of
pensions.
If you die while you are a member
of the Plan and are still employed by
Affinity Water, a number of payments
could be made to your spouse, civil
partner or dependant(s). Even if you are
a deferred member of the Plan, some
benefits may still be payable.
The benefits are payable at the
Trustee’s discretion. This doesn’t mean
that the Trustee can choose whether or

not to pay the monies, but it does mean
that the Trustee can decide to whom
they are paid.
The Plan rules set out who can be
considered to receive the benefits, but
it’s vital that you let the Trustee know
your wishes.
If you die without having completed
– or updated – an Expression of Wish
form, the Trustee may not be aware of
your final wishes, so may not be able to
pay monies in accordance with them.
The process will be a lot easier if you
have completed the form, although
the Trustee will still be required
to make various enquiries about
your dependants and your personal
situation.

The important thing is to make sure you complete or update your
Expression of Wish form!
You can do this securely on pensionsWEB.
Alternatively, you can download a form, complete it by hand and
email it to your Payroll team’s inbox.

Less than one in five of our active and deferred
members has registered an Expression of Wish form.
Have you registered yours?

Defined Benefit (DB) members
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SMART pensions
Save Money And Reduce Tax
In September Affinity Water introduced
the SMART pensions initiative. It’s a salary
sacrifice scheme that offers members an
alternative way of contributing to their
pension fund as well as potential National
Insurance (NI) contribution savings
for both members and the company.
This type of scheme is widely used
by many companies and complies with
all HMRC requirements. It forms part
of Affinity Water’s employment terms
and conditions – although it is not the
responsibility of the Trustee, it does alter
the administration of Plan members’
contributions.

How salary sacrifice works…
Essentially an active member agrees to
reduce their salary by the amount equal
to their own pension contributions. These
contributions are then paid into the Plan
by Affinity Water directly, along with the
company’s usual contribution. As a result,
there is no change to the net contribution
to a member’s Plan.
The member has a contractually reduced
salary, so their NI contributions reduce
because this is calculated as a percentage of
income. However, there is no change to their
usual take-home pay and in most instances
this will increase due to reduced NI payments.
The scheme introduces the concept of a
‘notional’ salary, which is the same salary
as a member had before the salary sacrifice
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An example...
Without SMART
contributions

With SMART
contributions

£540

–

Affinity Water (6%)

£1,080

£1,620

Total (9%)

£1,620

£1,620

Without SMART
contributions

With SMART
contributions

–

-£540

£18,000

£17,460

Annual contributions
Employee (3%)

Payslip position
SMART contributions adjustment
Salary in payslip
Pension contribution

-£540

–

Income tax*

-£992

-£992

NI*

-£1,018

-£953

Total take-home pay

£15,450

£15,515

BENEFITS
FOR YOU
AND
AFFINITY
WATER
Employee NI saving
Increased net pay

* Based on income tax and NI rates in the tax year ending 5 April 2021

came into force. This notional salary is used
for things like any annual salary increases
and death-in-service benefits, so there is no
reduction in the member’s benefits under
the scheme.

The company ran a series of presentations
about the SMART pensions scheme in
September and offered members the
chance to opt out and remain in the current
contribution.

RPI consultation
In August 2020 the government closed a five-month period of
consultation with the pensions industry and others on a potential
change to the Retail Prices Index (RPI). It announced its decision in
November: at some point after 2030, the RPI calculation will align with
CPIH, a variant of the Consumer Prices Index that includes housing
costs. This will reduce the value of RPI.
The RPI is embedded in many pension schemes as a means of
calculating annual pensions increases and other factors. This will
almost certainly have a long-term impact on DB pension plan members
through lower levels of annual increases in retirement. We will provide
you with more information as it becomes available.

Defined Benefit (DB) members
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Responsible investing – your views
Each year we send a survey to all
members, to find out what you think
of the Plan and what you’d like more
information about. This year we
changed the focus of the survey to
consider specific environmental, social
and governance (ESG) issues – these
are fast becoming a major focus for
pension plans and the government has
recently required all plans to have an
ESG strategy.

A wide range of topics are covered by ESG,
including avoiding investments in non-ethical
companies, sectors or countries, and proactively investing in sectors likely to assist in,
and so benefit from, tackling climate change.
Issues to be addressed include the extent to
which members want to invest in ESG areas
and whether they are prepared to accept lower
reward and/or higher risk in order to do this.
In September we emailed a questionnaire
to all active and deferred members, to gauge

their attitude to ESG matters. We sent out
1,700 questionnaires in all and received
270 responses (16%). We divided them
into four groups (DC active, DC deferred,
DB active and DB deferred members)
in order to assess whether attitudes
differed between these cohorts. The
questionnaire was anonymous but we did
ask respondents for information about
their age range, to assess whether age had
an impact on attitudes.

Some early findings...

41%

of members make a conscious effort
to find out more about how they can
be more socially responsible in their
day-to-day life

68% of members consider it important

or very important that the people
managing their money actively
consider ESG issues when choosing
companies to invest in

68% of members would not be prepared to
accept a lower pension at retirement
as a result of investing in ESG funds

34% would be happy to accept an

SOLD

In the spring
Affinity Water
confirmed the
sale of Affinity
for Business
(AfB) to Castle Water. Established in
2017 in response to the Market Reform
initiative within the water industry, AfB
was a separate business that served
non-household business customers.
Although it was a separate legal entity,
its staff remained within the Plan and
AfB members had exactly the same
benefits as all other members.
With this sale, AfB ceased to be a
participating employer of the Plan in
September and all AfB members became
deferred members, whether or not
they transferred their employment to
Castle Water. In response to queries
from members during this process, we
created factsheets (summarised on
page 8 and available on pensionsWEB)
explaining what happens and what
options people have when they leave
the company for any reason.

additional 0.1% annual charge for
investing in ESG funds.

We’ve already started moving towards a greater focus on ESG, with consideration of Legal and General’s ‘Future World’ fund. It aims
to address the long-term financial risk of climate change and incorporates an ESG tilt, investing in companies that are likely to benefit
from the transition to a low-carbon economy while not impacting investor returns. We’ll keep you updated on developments.

Defined Benefit (DB) members
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What happens to my pension if I leave?
You may leave Affinity Water for any number of reasons, but the impact on your pension and the options
available to you will be the same. We have outlined them below.
If you leave, the benefits that you’ve accrued over your years in the Veolia and Affinity Water Pension
Plans will be secured but frozen. You’ll automatically become a deferred member of the Plan and won’t
be able to accrue more benefits. You’ll still have access to pensionsWEB, which includes things like your
recent benefit statements, a pension modeller, our annual newsletters and facilities to advise us if you
change your address.
Your most recent benefit statement shows the pension you can expect to receive at your normal
retirement date (usually when you reach age 65), based on your years of service to date and salary at
1 January 2020.
As a deferred member you have a number of options.
1. Remain in the Plan
You can start drawing your Affinity pension (and may choose to receive a tax-free lump sum)
at any time after age 55. However, if you start drawing your pension earlier than your normal
retirement date, the amount per year that you’ll receive (and the tax-free lump sum) will be
reduced. You can check out different options with the modeller on pensionsWEB, but you’ll need
to contact our administrator, Hymans Robertson, to confirm how much any reduction would
be. You could receive your Affinity pension and work for another company, earn a salary and
build up another pension pot.
2. Leave the Plan
You can transfer the benefits that you’ve accrued so far to a new pension plan. The final
salary benefits that you’ve built up have a value, known as a transfer value. Once you
become a deferred member, an illustrative transfer value is shown on pensionsWEB and
updated every month. You’ll need to ask Hymans for a guaranteed quote and you could
then transfer this amount to a defined contribution plan (either another occupational
scheme or a private pension). We strongly recommend that you take independent
financial advice if you are considering transferring out of the Plan.
3. Other options
If you take option 2 (Leave the Plan), once you are over 55 you have additional
options including withdrawing some money as a lump sum and/or buying an
annuity (an insurance policy that pays a guaranteed income). These options can
get complicated, particularly on the tax side of things, and again we strongly
recommend that you seek independent financial advice.

Defined Benefit (DB) members

When you leave Affinity Water,
make sure you advise Hymans
Robertson of a new non-work
email address, to help with future
communications. You can do this
on pensionsWEB or by getting in
touch with Hymans Robertson
direct (see page 12 for contact
details).
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Pensions fraud – five tips
Pensions are big business for fraudsters, who are becoming ever more sophisticated in their tactics and
approach. The Pensions Regulator provides the following five top tips to avoid being scammed.
1. If you think you’ve been scammed, act
immediately
If you’ve already signed something that you’re
now unsure about, contact your pension
provider straight away. They may be able to
stop a transfer that hasn’t taken place yet.
Then call Action Fraud on 0300 123 2040 to
report it.
If you have doubts about what to do, ask
The Pensions Advisory Service (TPAS) for help.
Call them on 0300 123 1047 or visit the
TPAS website for free pensions advice and
information.
If you’re aged 50 or over and have a DC
pension, Pension Wise is there to help you
investigate your retirement options. Visit the
Pension Wise website to find out more.
2. Cold-called about your pension?
Hang up!
Unsolicited phone calls, texts or emails
about your pension are nearly always scams.
Scammers will often claim they’re from
Pension Wise or other government-backed
bodies. These organisations would never
phone or text to offer a pension review.
3. ‘Deals’ to look out for
Beware of unregulated investments
offering ‘guaranteed returns’. These include
exotic-sounding investments like hotels,
vineyards or other overseas ventures, and
deals where your money is all in one place –
and therefore more at risk. Visit the Financial

Defined Benefit (DB) members

Conduct Authority’s (FCA’s) ScamSmart
website to see if the deal you’re being offered
has the hallmarks of a scam.
Don’t be rushed into making a decision.
Scammers will try to pressure you with
‘time-limited offers’ or send a courier to your
door to wait while you sign documents.
Take your time to do all the checks you need
– even if this means turning down a seemingly
‘amazing deal’.
4. Using an advisor? Make sure they’re registered
with the FCA
Scammers sometimes pose as financial
advisors. Check that your advisor is registered
on the FCA website and that they’re authorised
to give advice on pensions. If you deal with
someone who is not regulated, you may not be
covered by the Financial Ombudsman Service
or Financial Services Compensation Scheme
if things go wrong. And don’t be taken in by
smart websites or brochures – professionallooking marketing materials are not a
guarantee of a company’s authenticity.
5. Don’t let a friend talk you into an investment
– check everything yourself
People have fallen for scams because they’d
been recommended by a friend. Do your
homework, even if you consider yourself
or your friend to be financially savvy. False
confidence can lead to you getting stung – and
with a pension, it might be years before you
discover you’ve been scammed.
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Investment and funding update

Defined Benefit (DB) members

LGIM – global equity: 4%
M&G – private debt: 4%
DWS – infrastructure: 2%

Partners Group
– multi-asset
credit: 10%
Insight –
cashflow-driven
investment:
74%

LAST

Following the Trustee investment
strategy review in 2018 and the focus
towards a cashflow-driven investment
(CDI) strategy, the Trustee implemented
the following changes to the Plan’s
portfolio during 2019:

Figure 1: The DB asset allocation of the Plan as at 31 March 2020

Cash at bank account: 1%
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Changes to the
DB Plan over the year

An overview from Hymans Robertson
As at 31 March 2020, the Plan’s DB
assets totalled £505m (a decrease of
£16m over the year).
The Trustee invests the Plan’s
DB assets to support its primary
objective of holding enough money
over time to pay pension and lump
sum benefits to members and
their dependants. Working with its
advisors, the Trustee has created
an investment structure for the
Plan to meet this objective. Figure 1
shows the Plan’s allocation of assets,
grouped by the broad strategic
purpose they serve.
In deciding how the assets should
be invested, the Trustee takes
account of the Plan’s maturity
profile, including relative proportions
of liabilities in respect of pensioner
and non-pensioner members; the
level of funding surplus or deficit;
the Trustee’s view of the employer’s
financial strength; and the principle
of diversification.
Helped by its advisors, the Trustee
regularly monitors the DB asset
allocation and the performance
of the Plan’s investments. You
can find more details on how the
Trustee constructs the Plan’s asset
allocation in the Trustee’s Statement
of Investment Principles on
pensionsWEB.
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M&G – European
senior secured
loans: 4%

• increased the level of interest rate
and inflation hedging provided by the
Plan’s assets from 90% to 92.5%
• introduced a new segregated actively
managed ‘liability-driven investment
(LDI)/CDI’ portfolio managed by
Insight. It’s expected to provide stable
returns and regular income to meet
Plan outgoings. This change resulted
in:
– the Plan’s Insight Enhanced Selection
pooled LDI funds transferring to the
new segregated mandate
– the Plan’s Legal & General Corporate
Bond fund transferring to the new
segregated mandate
– the mandate allowing Insight to
invest directly in corporate bonds,
gilts, derivatives and cash, as well
as pooled asset-backed security
investment vehicles.

KEY:
Matching/Protection assets
– provide partial hedging of
the interest rate and inflation
risk of the liabilities

Growth assets
– provide diversified
returns in excess of
liabilities

Stable growth assets
– provide modest returns over
liabilities and dampen the
volatility of funding levels

These changes were implemented
between 24 September and
1 November 2019.
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Report and accounts summary
Employers’ contributions

5,000 Pensions paid

Employees’ contributions (ordinary)

271

Retirements

(15)

(13,780)

Leavers

(17)

(1,924)

Deaths

(2)

Active members as at 31 December
2019

237

Pensioners as at 31 December 2019

1,412

£000

610

Cash sums on retirement and death (including
15 returns of contributions on death)

Employees’ additional voluntary contributions
Net investment gains

3,633 Fees and expenses*
18
Investment management fees
46,478

Interest on cash deposits and other miscellaneous income
Change in market value of investments

249 Individual transfers to other pension schemes

Income from insurance and other income
Total income

LAST

Active members as at 1 January 2019

OPENING BALANCE AS AT 1 JANUARY 2019 = £497,591,000
£000 Monies out
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Plan membership

Shown below is a summary extract from the latest Trustee’s report and accounts (completed in July 2020). It details the
monies coming into and out of the DB section of the Plan between 1 January 2019 and 31 December 2019.
Monies in
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56,003 Total expenditure

CLOSING BALANCE AS AT 31 DECEMBER 2019 = £535,228,000

(3)
(1,734)
(925)
(18,366)

Members with preserved benefits as at
31 December 2019

609

* Costs of administration of the Plan are paid by the employer, except as noted above.

Market update
Global equity markets fell by 9.6% in local currency terms
and 6.2% in sterling terms, as sterling weakness benefited
unhedged investors. Global equities reached record highs
in early February before slumping in March. The UK equity
market was the worst performer over the year and saw the
largest falls in Q1 2020 given its exposure to the oil and
gas sector, whereas the US market outperformed.
The US Federal Reserve (Fed) and the Bank of England
(BoE) have cut rates to record lows. The Bank of Japan
and the European Central Bank have joined the Fed
and BoE in restarting and expanding their quantitative
easing programmes. The Fed’s now unlimited purchase
programme will, for the first time, include corporate
debt. At the same time, governments are making available

Defined Benefit (DB) members

unprecedented levels of fiscal support with the aim of
limiting bankruptcies and unemployment.
Sovereign bond yields reduced following deteriorating
macroeconomic data in 2019, before plunging to record
lows in March. In the UK, ten-year nominal gilt yields fell
from 1.0% to 0.36% a year. Implied inflation fell as indexlinked gilts fell less than their nominal counterparts.
Sterling ended the period 2.1% lower in trade-weighted
terms, with larger falls recorded against perceived havens
of the dollar and yen.
Following a relatively benign period in which spreads
drifted downwards, anticipation of economic disruption
saw credit spreads widen significantly in March, although
falling underlying yields cushioned the absolute fall in

price terms. Unsurprisingly, speculative grade credit
spreads underperformed their investment grade
counterparts, with US and European high-yield spreads
rising 4.8% and 3.7% a year respectively. Leveraged loans
underperformed within speculative-grade markets as a
collapse in interest rate expectations weighed on floatingrate loans.
UK commercial property market returns slowed to 0.1%
over the period, with income return insufficient to offset
declining capital values. In March, UK property funds
began to suspend dealing because Covid-19 restrictions
meant that property valuers were unable to conduct
valuations on site. As a result, it was impossible to value
underlying assets accurately.
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Further information
You’ll find a range of pension-related information on pensionsWEB.
There are Plan booklets, for example, which explain your benefits and
investment options. If you’re an active member you can access your annual
statements, which set out your personal account contributions and value,
and project your retirement benefits. You can also complete or change your
Expression of Wish form and amend your bank details.
Other documents available upon request include:
• DB Statement of Investment Principles
– explains the considerations and objectives governing the Trustee’s
investment decisions for the DC section of the Plan
• Annual report and accounts
– shows the Plan’s income and expenditure over each Plan year.
If you have any questions or comments on this issue of Your Pension Matters,
please contact:
Phil Parsons on 01707 398548 (phil.parsons@affinitywater.co.uk).
If you have any day-to-day queries about your pension, please contact:
the Hymans Robertson helpline on 0207 082 6182 (affinity@hymans.co.uk).

Factsheets
We create new factsheets in response to members’ needs, so please keep checking pensionsWEB to
see if there’s anything that might be useful to you and do let us know if there’s a topic that you’d like
us to include. You’ll find detailed information about the Plan in our pensions guides, which you can
access on pensionsWEB.

All issues of Your Pension Matters are
available from pensionsWEB.

Affinity Water Pension Trustees Limited
Tamblin Way
Hatfield
Hertfordshire
AL10 9EZ

Defined Benefit (DB) members

In future we will email you when a new issue
is available unless we do not have a valid
email address for you.
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