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Welcome
We hope you are keeping safe and well during
these challenging times.

Your pension matters is our annual newsletter
about the Affinity Water Pension Plan (which
we’ll refer to as ‘the Plan’).
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The Trustee Board has remained stable, with
no leavers or joiners:
• Michael Calabrese
– Chair and Employer Nominated Director
• Phil Parsons
– Employer Nominated Director

Pensions survey results

To find out more...

If you’d like to have a chat about your
pension or need clarification on any points,
please feel free to contact any of the Trustee
Directors or the Hymans helpline. We’ve
included the contact details on the back
page of this newsletter.

Your pension’s in safe hands

In this issue

Report and accounts summary

In this issue we cover a range of topics that we
believe will be of interest to you, including the
latest pensions news, an investment update, our
annual accounts and our survey results. If you
have any content ideas for future newsletters,
we’d love to hear from you.

9
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• Eddie Lintott
– Member Nominated Director
(re-appointed for an extra five years, after
a nomination and application process)
• Lauren Schogger
– Employer Nominated Director
• Anton Gazzard
– Member Nominated Director
• Hetal Kotecha
– professional Independent Trustee
Director (representing Independent
Trustee Services Limited).
The Trustee Company Secretary is
Florence Anichebe.

The Trustee has appointed three organisations
to provide specialist services and advice:
• Hymans Robertson
– administration, actuarial services and
investment management
• Eversheds Sutherland – legal
• KPMG – the Plan’s auditor.
The Trustee is legally responsible for managing
the Plan in a cost-effective, sustainable
manner to meet member benefits as they
fall due for payment. The legal framework
for the Plan and member divisions is set out
in the Third Definitive Trust Deed and Rules
(consolidating several Deeds of Amendment)
and summarised in various Plan booklets.
As a Board, the Trustees have delegated much
of their day-to-day work to:
• the Defined Contribution Committee (DCC)
• the Investment and Funding Committee (IFC)
• the Member Experience and Governance
Committee (MEGC).
Information about your Affinity Water Pension Plan
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Our approach
The pensions field is complex and
constantly evolving. Our primary
objective is to manage the Plan in the
best interests of our members, so we are
committed to making sure that:
• you have access to the right
information at the right time
and in a user-friendly format, to
make informed decisions about
their pensions
• the Trustee is suitably resourced and
trained to act in your best interests
• we maintain strong, transparent
relationships with members and are
seen as trusted, valued and positive.

Pensions survey results
Thank you to all the active members who took
part in our 2021 pensions survey – we have based
our engagement programme on your responses.
The positives:

Help is
available
If you need help with any aspect of
your pension, including registration,
username and passwords, call the
Hymans helpline on 0207 082 6182 on
weekdays between 9am and 5pm or
email affinity@hymans.co.uk

Defined Benefit (DB) members

• 88% of respondents are satisfied or very
satisfied with how we run the Plan
• 83% are satisfied or very satisfied with the
information they receive about their Plan
• 81% are partially satisfied or satisfied with
our response to their queries
• 84% find pensionsWEB useful or very useful
• 93% find their annual statement partially
or very useful.

Room for improvement:
• 59% of respondents don’t know (or know very
little about) where to get advice or help
(2019: 33%)
• some respondents would welcome tailored
drop-in or virtual sessions about pensions
and retiring in the near future
• 33% of respondents have never logged onto
pensionsWEB (2019: 51%)
– of those, 21% weren’t aware that the site
existed (2019: 9%)
– and 42% didn’t know what it could show
them (2019: 21%).

Information about your Affinity Water Pension Plan
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Your DB Plan – the basics
The primary objective of the DB division is to
provide guaranteed pension and lump sum benefits
for members on their retirement (and benefits on
death for members’ dependants).
Retirement benefits are based on final salary and
years of pensionable service. Our goal is to deliver
the benefits promised to members on time and in
full, without causing a disproportionate financial
strain on the employer.

Long-term objective: funding
We are legally required to have ‘sufficient and
appropriate assets’ to meet the expected cost
of providing the benefits that members have
accrued on a ‘technical provisions’ basis.
In the long term we aim to achieve 100%
funding on a buy-out basis, which would
enable members’ benefits to be fully secured
with an insurance company.
The Plan’s assets are managed daily by
professional fund managers who are
authorised under the Financial Services and
Markets Act 2000. The Trustee is responsible for
appointing, monitoring and dismissing them.
The Investment and Funding Committee helps to
make sure that our fund managers have the right
skills, experience and expertise to carry out
their role. It also monitors the Plan’s investment
strategy on a regular basis. You’ll find asset
allocation details in the yearly Plan accounts,
which can be found on page 7.

Defined Benefit (DB) members

Long-term objective: investment
We aim to maintain a portfolio of suitable
assets with appropriate liquidity. The assets
need to generate investment returns that will
meet (together with future contributions)
member benefits as they fall due. We believe
the targets for investment holdings and
growth (plus contributions) that we have set
will be sufficient to:
• recover any funding shortfall over the
longer term
• build up assets to enable us to meet
100% of benefits.
The Trustee sets the investment strategy,
taking into account things like the
strength of the employer covenant, the
long-term liabilities and the funding
agreed with the employer.

The Plan Actuary and our investment
advisors guide us in our assessment of
the complex factors, considerations
and options involved – this may include
risk assessments, statistical analysis
and scenario/sensitivity planning. The
investment strategy is set out in our
Statement of Investment Principles.
In 2018 we decided to focus on
a cashflow-driven investment
(CDI) strategy. The following year
we introduced a new segregated
investment ‘LDI (liability-driven
investment)/CDI’ portfolio, which
is actively managed by Insight.
We expect it to provide stable
returns and regular income to
meet Plan outgoings.

Information about your Affinity Water Pension Plan
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What’s new?
Pension Schemes Act 2021

The Act provides the Pensions Regulator with
stronger investigative powers and new grounds
for issuing contribution notices, which would
require a payment of money into a DB pension
scheme. Employers have a duty to inform the
Regulator and trustees of various corporate
activities.
The Act also introduces two new criminal
offences: avoidance of employer debt and
conduct risking accrued scheme benefits.

Single code of practice

The Pensions Regulator’s new single code of
practice will require various new updated
policies and processes. Trustees will need to:
• assess their governance systems
• produce a remuneration policy
• take steps to reduce the risk of cyber-related
incidents occurring
• consider the effects of climate change on
the scheme.

GMP developments

There’s a lot going on in the Guaranteed
Minimum Pension (GMP) arena and we have
a project team that’s on the case. Here’s an
overview of the latest developments:
• GMP Equalisation – this is the process of
reviewing the benefits that people built up
when they were ‘contracted out’ between
17 May 1990 and 5 April 1997. Where
necessary, benefits are corrected so that
men and women are treated equally. All
schemes are waiting for guidance, so the
process is likely to take some time
• GMP Reconciliation – pension schemes have
been going through a process of checking
the records they hold on GMPs against those
held by HMRC. Where discrepancies are
identified, they will be corrected.
If you are affected, we will write to you. In
the meantime, look out for news in our regular
communications and if you have any questions,
do get in touch.

Defined Benefit (DB) members

Transfer requests

If you’re looking to transfer your benefits
out of the Plan, you need to know that the
law changed in November 2021.
Some new conditions now need to be met
before you the Trustee can make a transfer
out of the Plan.
The Trustee must now prevent or pause
a transfer request to other types of
scheme if there are warning signs of a
potential scam.
If you request a transfer, we’ll send you
details about the changes. Please be
aware that your request many take longer
to process. This is because the changes
mean that the Trustee may need to ask you
for more information.

Information about your Affinity Water Pension Plan
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Don’t let a scammer enjoy your retirement
Scammers can be articulate and financially
knowledgeable. They often have credible
websites, testimonials and materials that are
hard to distinguish from the real thing.

Four simple steps to
protect yourself from
pension scams

They create attractive offers designed to lure
you into a trap: they want you to transfer your
pension pot to them or to release funds from
it. Your money is then invested in unusual and
high-risk investments like overseas property,
renewable energy bonds, forestry, storage units
– or simply stolen outright.

1. Reject unexpected offers
If you’re contacted out of the blue
about your pension, chances are it’s
high risk or a scam.
2. Check who you’re dealing with
Always use the contact details
provided on the FCA Register, not the
details they give you.

Scam tactics include:
contact out of the blue
promises of high or
guaranteed returns

If you suspect a scam:

an offer of a free pension review

• report it to the Financial Conduct Authority
(FCA) on 0800 111 6768 or at www.fca.org.uk

access to your pension
before age 55

• report it to Action Fraud on 0300 123 2040
or at www.actionfraud.police.uk

pressure to act quickly

• if you’re in the middle of a transfer, contact
your provider immediately, then get in touch
with www.moneyhelper.org.uk

Defined Benefit (DB) members

3. Don’t let anyone rush or pressure you
into making a decision
Be wary of promised returns that
sound too good to be true and don’t
be rushed or pressured into making a
decision.
4. Get impartial information and advice
MoneyHelper provides free
independent and impartial
information and guidance.
Financial advisors – make sure
the one you use is regulated by the
FCA. Never take investment advice
from the company that contacted you
or an advisor they suggest, as this
may be part of the scam.

Information about your Affinity Water Pension Plan
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Investment and funding update
An overview from Hymans Robertson
As at 31 March 2021, the Plan’s DB assets
totalled £540m (an increase of c.£35m over
the year).

The DB asset allocation of the Plan as at 31 March 2021
Cash at bank account: 1%

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 in order to meet this objective.
The pie chart (right) shows the Plan’s
allocation of assets, grouped by the broad
strategic purpose they serve.

LGIM – global equity: 6%

M&G – private debt: 3%
DWS – infrastructure: 2%

Insight –
cashflow-driven
investment:
74%

In deciding how the assets should be invested,
the Trustee takes account of:

Patrizia Property: 1%
M&G – European senior
secured loans: 5%

• the Plan’s maturity profile, including relative
proportions of liabilities in respect of
pensioner and non-pensioner members

Partners Group –
multi-asset credit: 8%

• the level of funding surplus or deficit
• the Trustee’s view of the employer’s
financial strength
• 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.
Defined Benefit (DB) members

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

Information about your Affinity Water Pension Plan
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Market overview
Restrictions imposed to control the spread
of COVID-19 saw global output plummet in
Q2 2020.

Changes to the Plan
The Trustee implemented the following
changes to the Plan’s portfolio in Q1 2021:

Global gross domestic product rebounded
strongly in Q3 and Q4, but the quarterly pace
of growth slowed at the end of 2020. Despite
this, the hit to activity from additional
restrictions in Q4 2020 was less than initially
feared. Expectations of a re-acceleration of
growth beyond Q2 2021 seem well-founded,
given the significant progress made with
vaccine rollouts and the massive fiscal
support in the US.
For the 12-month period to 31 March 2021, the
FTSE All World total return index rose by 51.8%.
Technology, basic materials and industrials
outperformed. The typically defensive utilities,
telecoms and healthcare sectors all markedly
underperformed, as did financials, consumer
staples and energy. The US market, with its
high exposure to technology, led the regional
performance rankings. The UK markedly
underperformed, weighed down by its aboveaverage exposure to financials and energy,
and the impact of sterling strength on the
overseas earnings in the index. Agreement
of the Brexit deal helped sterling rise 5.8% in
trade-weighted terms.
Ten-year US and UK government bond yields
increased by 1.1% and 0.5% a year respectively.
UK 10-year implied inflation, as measured by
the difference between nominal and indexlinked gilt yields of equivalent maturity,
Defined Benefit (DB) members

• updated Insight’s investment
management guidelines to reflect
the new liability and external asset
cashflow schedules. The Plan now
targets 93% interest rate and inflation
hedging of the Plan’s liabilities
• refined the Plan’s strategic asset
allocation following a number of
distributions from M&G DOF III and
Partners Group MAC 2017 funds.
rose by 0.7% to 3.7% a year, as nominal
yields rose more than real yields.
As at 31 March 2021, following enormous
central bank interventions at the end of
March 2020, global investment-grade and
speculative-grade credit spreads are 1.8% p.a.
and 5.4% a year below levels at the end of
March 2020, respectively, and are more or less
in line with pre-pandemic levels.

No other changes were made to
investment strategy between 1 April 2020
and 31 March 2021.

The rolling 12-month total return on the MSCI
UK Monthly Property Index was 2.6% to the end
of March 2021. Capital values, in aggregate,
fell 2.9% over the period (driven by a 12.4%
decline in the retail sector). However aggregate
monthly capital returns have been positive
since November 2020.
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Report and accounts summary
Shown below is a summary extract from the latest Trustee’s report and accounts (completed in July 2021).
It details the monies coming into and out of the DB section of the Plan between 1 January 2020 and 31 December 2020.

Opening balance as at 1 January 2020 = £535,228,000
Monies in

£000 Monies out

Employers’ contributions

4,396 Pensions paid

Employees’ contributions (ordinary)

£000
(14,049)

534 Cash sums on retirement and death (including returns of
contributions on death)
9
Fees and expenses*
11,471

Employees’ additional voluntary contributions
Net investment gains
Interest on cash deposits and other miscellaneous income

10

Investment management fees

(1,129)
(1)
(815)

Change in market value of investments

Individual transfers between AWPP sections and to other
39,443 pension schemes

Total income

55,863 Total expenditure

(794)
(16,788)

Closing balance as at 31 December 2020 = £574,303,000
* Costs of administration of the Plan are paid by the employer, except as noted above.

237

12

14

211

1,413

595

active members
at 1 January 2020

retirements

leavers

active members
at 31 December 2020

pensioners
at 31 December 2020

members with
preserved benefits
at 31 December 2020

Defined Benefit (DB) members
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To find out more…
There’s loads more information on
pensionsWEB, including:
• Glossary and sources of help and advice
• handy factsheets on topics ranging from
auto-enrolment to Pension Freedoms and
opting out.
If you have any questions about this issue
of Your pension matters, please contact:
• Lauren Schogger on 07725 826190
(lauren.schogger@affinitywater.co.uk)
• Phil Parsons on 01707 398548
(phil.parsons@affinitywater.co.uk).
For day-to-day queries about your pension,
please call the Hymans Robertson helpline
on 0207 082 6182 or send an email
(affinity@hymans.co.uk).

Affinity Water Pension Trustees Limited
Tamblin Way
Hatfield
Hertfordshire
AL10 9EZ
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Expression of Wish form
When you die, some of your pension
entitlements may pass to your surviving
spouse, civil partner or dependant(s) – 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.
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 who they are paid to.
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 have to make various
enquiries about your dependants and
your personal situation. You’ll find the
form on pensionsWEB – it’s quick and
easy to complete.
We have around 760 active and deferred
DB members, but only 350 have registered
an Expression of Wish form. Are you one
of them?

Information about your Affinity Water Pension Plan

