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Welcome to this year’s edition of ‘Pension Overview’ – the
magazine for the Prudential Staff Pension Scheme. In
response to your feedback we have focused a little more on
our Trustee Directors this year, including some very
interesting insights from Bernard Dawkins as he nears the
end of his second term as a Trustee Director. There is also
the usual mix of Scheme specific and more general
pensions news which we hope you will find both interesting
and informative. First though is a note from our Chairman.

It gives me great pleasure to
welcome you to our 2015
edition of Pension Overview.
Inside you will find the usual mix
of interesting pensions news
along with the financial updates
for both the Defined Benefit
(DB) and Defined Contribution
(DC) Sections. We also recently
sent, to all DB members, a more
detailed update on the financial health of the DB Section. This
is a statutory requirement for DB schemes and I am delighted
that it reported our DB Section to be in excellent financial
health. DC members will have also recently received a
communication from us, an update on one of the investment
options available to them.
The 12 months to 5 April 2015 was a much more positive period
than the previous 12 months, as far as investment returns are
concerned. In the DB Section we saw the fund increase in value
from £6.16bn to £7.16bn. Our DC Section also continues to
grow with assets increasing from £173.3m to £219.7m.
Membership of the DC Section has increased by 543 members
this year, taking the total DC Section membership to 5,927.
We have seen a number of changes on the Board this year.
Lynda Martin joined the Board in September 2014. Neville Swift
and David Martin joined the Board in April 2015. Lynda and
Neville were both nominated by our members whilst David was
appointed by the Company. Sadly, Lynda left the Company
during the year and as a result resigned as a Trustee Director.
David Higgins who was a Member Nominated Trustee Director
came to the end of his office in April 2015 and I am pleased to
advise he was re-appointed to the Board by the Company.
Bernard Dawkins is also nearing the end of his term, therefore
we will again be seeking nominations from the membership for
potential Trustee Directors. I think you will find Bernard’s
reminiscences (on the opposite page) of the last eight years both
interesting and informative. I would like to thank both Lynda
and Bernard for their significant contribution to the Board.
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Changes within the wider pensions arena have also been
coming thick and fast. Especially regarding DC savings. We
have been working with our advisers to ensure we can
confidently state that the DC Section meets the 31 ‘quality
features’ outlined in the Pension Regulator’s code of practice.
We are also looking to ensure our members can benefit from
the new flexibilities introduced by the Government in April this
year.
I would like to extend my thanks to the Pensions Management
Team, all our advisers and not least, my fellow Trustee Directors
for all their hard work and dedication.
Michael Abrahams CBE DL
Chairman of the Trustee of
The Prudential Staff Pension Scheme
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Meet the Board
The Board of Prudential Staff Pensions Limited is made up
of ten Trustee Directors, six of whom are appointed by the
Company and four who are elected by the members. Some
of the day to day responsibilities for running the Scheme
are delegated to committees. Each Trustee Director may sit
on one or more of these committees.
The current Board members are:
FRONT ROW (left to right):
Andrew Swan
Company Appointed Director
Michael Abrahams CBE DL
Chairman
David Martin
Company Appointed Director
MIDDLE ROW (left to right):
Karen Robinson
Company Appointed Director
Deborah Webb
Member Nominated Director
BACK ROW (left to right):
David Higgins
Company Appointed Director
Neville Swift
Member Nominated Director
David Green
Company Appointed Director
Bernard Dawkins
Member Nominated Director

Trustee advisers
The Trustee appoints professional advisers to assist with the
running of the Scheme. A full list is available in the
Scheme’s Annual Report & Accounts, but a number of
them are listed below:
Role

Provider

Actuarial advisers

Towers Watson Limited

Scheme
administrators

Aon Hewitt Limited (DB Section)
The Prudential Assurance Company
Limited (DC Section)

Auditor

KPMG LLP

Communications
advisers

Concert Consulting (UK) Limited

Legal advisers

Mayer Brown International LLP

Investment consultants

Towers Watson Limited (DB Section)
Hymans Robertson LLP (DC Section)

The last eight years
As Bernard nears the end of his second term as a Trustee
Director, Neville met with him to discuss the last eight years
and asked him three key questions about his experiences as a
Trustee Director.
How have the expectations placed on a trustee changed
during this time?
The role of pension scheme trustees has always carried with it a
requirement for a good level of understanding around all aspects
of pension scheme management. This spans understanding
investments and the strategies the fund managers use, to the
laws surrounding pension schemes, to the basic practices and
administrative requirements. However, over the eight years I
have been a Trustee Director there has been a very clear increase
in the level of knowledge a trustee is expected to have. This has
been coupled with greater focus on the governance surrounding
the stewardship of pension schemes. That said the level of
support provided to us from the Pensions Team and our advisers,
has been more than a match for the rise in technical competence
now expected of us as Trustee Directors.

There have been a lot of changes to pensions over the
last few years, which do you think most benefits our
members?
The recent pension freedoms introduced in the Budget gives our
members, especially those in the DC Section, real control over
how they use their retirement savings. Now it’s up to us, as
Trustee Directors, to ensure the educational material is available
to help members understand the options available to them and
ultimately empower them to make the right financial decisions.
And finally, Bernard, what’s your fondest memory of
your time as a Trustee Director?
When first elected to the Trustee Board, it took me at least 12
months to learn about all the changes to the Scheme and
pensions legislation since I had retired, and hence to usefully
contribute to meetings of the Board and its Committees and
working parties. However once through this learning curve, I
derived great satisfaction contributing to discussions in a
supportive and understanding environment.

Please see page 6 for details regarding the Member Nominated Trustee Directors nomination and election process.
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2015 Audited accounts
Each year the Trustee produces the Scheme’s Annual Report & Accounts. A summary of the financial highlights and membership
movements for the 12 months to 5 April 2015 is shown below. You can view a copy of the full Report & Accounts in the ‘Documents’
Section of our website www.prudentialstaffps.co.uk.
Defined Benefit Section

Net assets at 6 April 2014

£6,165.1m

Contributions received
(including Company contributions and additional member contributions)
Transfered in

Defined Contribution Section
£173.3m

£11.5m

£28.9m

(£262.6m)

(£7.0m)

-

Benefits and payments payable
(including pensions, related benefits and administration expenses)
Net return on investments

£2.8m

£1,253.0m

Net assets at 5 April 2015

£21.7m

£7,167.0m

The membership of the Prudential Staff Pension Scheme at 5 April 2015 comprised:
Employee members

Members with deferred benefits

£219.7m

791

3,667

17,162

Pensioners and beneficiaries

2,660

19,326

-

Looking at the ...
Defined Benefit Section
INVESTMENTS
The investment policy for the DB Section of the Scheme is
determined by the Trustee in consultation with the Principal
Employer and Towers Watson Limited, the appointed investment
consultant. The investment objective set by the Trustee is to
achieve a target level of investment return whilst minimising the
amount of risk taken, consistent with the security of the Scheme
assets. In doing this, the nature and duration of the Scheme’s
liabilities are taken into account.
The current DB Section asset allocation benchmark, at
5 April 2015 is set out in the table below:
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Asset Class
UK Equities

3.5%

Companies Financing Fund

0.5%

Multi-Strategy Credit

6.3%

Global REITs

Secure Income Property

Liability matching assets*
Total

1.1%

1.1%

87.5%

100.0%

*Liability matching assets consist of Fixed Interest and Index-Linked Gilts,
Corporate Bonds, Cash and Swaps.

Allowing for income, capital gains and movements in market
values, the return on the Scheme assets for the 12 months to
5 April 2015 was 20.9%. This was 0.1% below the benchmark
return. For the year ended 5 April 2015, aggregate returns
were driven mainly by the strong performance of the M&G
liability matching mandate, which returned 24.0% over the
year. This was broadly similar to the change in the Scheme's
liabilities as Bond yields fell over the period. Most of the other
portfolios achieved a positive absolute return. The most
notable detractor from performance was the UK Equities
mandate managed by M&G.
The absolute returns achieved over longer periods, together
with the Scheme's benchmark returns, are shown below:
Period to 5 April 2015

DB Section return (% p.a.)

Benchmark return (% p.a.)

1 year

3 years

5 years

21.0

8.7

10.4

20.9

8.6

Details of all the investment managers are shown in the
‘Investment report’ section of the full Report & Accounts
available on our website www.prudentialstaffps.co.uk.
The 2014 Valuation has now been completed. Further
information can be found on the back page.
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Looking at the…
Defined Contribution Section
INVESTMENT OPTIONS
Choosing the right investment fund(s) is a very important
decision. The Trustee’s long term aim is to provide members with
access to sufficient investment options to enable them to invest
in funds of appropriate levels of liquidity and risk that can
generate income and capital growth. The hope being that these
funds, together with new contributions from members and the
Employer Credits, can provide enough money at retirement.
Members can choose their own investment strategy from funds
that invest in the following asset classes: UK Equities, Overseas
Equities, Emerging Market Equities, Diversified Assets, Bonds,
Property, Cash and With-Profits.
Apart from the Prudential With-Profits fund, all the funds are
‘white labelled’. This means that the underlying fund managers
and the allocation to their funds are decided by the Trustee. The
Fund Factsheets provide details of the underlying fund managers
and the most recent versions are available in the ‘Documents’
Section of our website www.prudentialstaffps.co.uk.
A PSPS Multi-Asset Lifecycle fund is available which allows
members the opportunity to target long-term growth through
investment in Equity and Diversified Growth funds, but with
automatic switching into Bonds and a Cash fund as members
approach their selected retirement age.

There are also two Lifestyle funds, one active and one passive,
which work in a similar way to the Lifecycle fund but without
access to Diversified Growth funds. A passive fund is one that
aims to track its benchmark whereas an active fund manager will
look to outperform the benchmark. The aim of these funds is to
lock in any growth and reduce exposure to capital risk and
changes in annuity prices at retirement.

INVESTMENT PERFORMANCE
The Fund Factsheets that are produced for each of the investment
funds provide you with performance and general information.
The table below details the performance of each fund within the
DC Section of the Scheme for the year to 31 March 2015.
Global Equity and Bond markets rose during 2015, a major
support was lower inflation, which lessened concerns about
short-term interest rate rises. The US enjoyed higher economic
growth than other major markets although poor weather and
the strong dollar resulted in poorer performance in the last
quarter. By contrast, data relating to the Eurozone indicated
some improvement albeit from a very low base. The European
Central Bank launched a programme of quantitative easing in
March.This will result in the purchase of up to ¤1.1tn of
government and private debt over the next eighteen months.
Return for 12 months to
31 March 2015 (% p.a.)

PERFORMANCE OF DC FUNDS
Cash - active

DC Section
0.5

Benchmark
0.4

Index Linked Gilts - active

21.7

21.1

Fixed Interest Bonds - active

14.3

13.9

Index Linked Gilts - passive
Long Dated Gilts - passive
Corporate Bonds - active
Property - active

UK Equity - passive

21.2
26.9
13.4

16.5
6.4

5.3
n/a

10.3

6.6

10.7

10.6

12.8

0.7

2.8

15.1

5.3

Global Equity - active

19.8
5.3

5.7

8.9

13.1

10.8

Prudential With-Profits*

0.4

8.9

n/a

Diversified Growth - active

7.2

Benchmark

9.6

27.0

16.0

UK Equity - active

0.4

9.0

15.8

9.3

DC Section

21.1

Overseas Equity - passive

Emerging Markets Equity - active

Return for 3 years
31 March 2015 (% p.a.)

8.3

13.3
8.4

9.3

9.3

13.1
6.2

6.6

13.5

10.6

n/a

5.9

n/a

19.2

16.8

14.2

Notes: The performance numbers are for the ‘white labelled’ parent funds in which the members’ underlying fund options are invested. Performance figures are shown gross of
fees and may differ slightly from the actual returns achieved by members due to a one day delay in unit pricing and the deduction of management fees. The PSPS Long Dated Gilts
passive fund was launched on 22 April 2013; performance data is therefore unavailable for the 3 year period.
*Unitised returns for the Prudential With-Profits fund are for the period to 6 April 2015 and assume that the contribution was invested, without any allowance made for any
explicit charges, on 6 April one or three years ago and realised on or after 6 April 2013 to secure benefits at normal retirement age.
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Current issues
Annual and Lifetime
Allowances

Member
Nominated
Trustee Directors
(MNTDs)
As the title suggests, Member Nominated Trustee Directors
are nominated by you, the members. The process is relatively
straight forward.
Firstly we will seek nominations from the appropriate
category of the membership (for example, Pensioners).
Those wishing to put themselves forward will need to
complete a Nomination Form and Candidate Form, which
includes a short summary of who they are, why they wish to
become a MNTD and what skills and experience they can
bring to the role.
If more nominations are received than there are vacancies an election will be held. The candidate with the most votes
duly being elected to the Trustee Board.
Each MNTD serves for a maximum term of four years, after
which, fresh nominations are sought. Existing MNTDs are
free to seek re-election if they wish to remain a Trustee
Director.
The role of the MNTD is vitally important to the ongoing
good governance of our Scheme. We recognise that the role
of a MNTD is not for everyone, however, if it is something
that interests you please give it careful consideration.
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If a ballot is required, please ensure you use your vote to
support the candidate you feel best serves the interests of the
members. We all lead busy lives, therefore we are looking at
all the options for running any ballot in a convenient and
efficient manner.
We have two vacancies on the near horizon. Firstly, following
Lynda Martin’s resignation, we will be seeking nominations
for candidates from the Active membership. Then in 2016,
Bernard Dawkins reaches the end of his second term as a
MNTD. As we said above, Bernard is free to put himself
forward as a candidate for a further term. However, in
keeping with best practice, we will be also seeking
nominations from our Pensioner membership.
The role of the MNTD is a demanding one however, it can be
an extremely interesting, worthwhile and satisfying
experience.

We previously informed you that the Annual and Lifetime
Allowances were reducing to £40,000 and £1,250,000
respectively, from 6 April 2014. In the 2015 Budget, it was
announced that there will be further reductions to the limits.
This means that more people could be caught by these limits on
annual and lifetime pension savings, which could result in
additional tax charges. Further information on the reductions
can be found on the ‘News’ page of the Scheme website at
www.prudentialstaffps.co.uk.
In summary the changes from 6 April 2016 will be:
n

n

Lifetime Allowance
A reduction in the Lifetime Allowance from £1,250,000 to
£1,000,000.
Annual Allowance
No adjustment for individuals who have a total taxable
income of less than £110,000 a year. Those individuals
earning more than this amount will see their Annual
Allowance reduced to between £10,000 and £40,000
depending on their actual taxable income.

We understand that the Company will be writing to individuals
impacted by this tapered reduction to the Annual Allowance.

New pension
flexibilities
The Government’s proposals, to give members of Defined
Contribution (DC) pension schemes more flexibility when they
retire, came into effect from 6 April 2015.
The new flexibilities mean that individuals with DC pension
savings can cash in all of their pension pot when they retire, or
take a series of lump sums from their pot as an alternative to
purchasing a pension income payable for the remainder of their
lifetime. Whilst pension schemes are not legally obliged to
adopt these new flexibilities, we are keen for all members to
have the opportunity, where possible, to shape their retirement
provisions to meet their personal circumstances. You can read
more about the new DC pension flexibilities at
www.pensionwise.gov.uk.
The Trustee has considered carefully which of these flexibilities
they should make available through the Scheme. Their decision
has taken account of administrative practicalities as well as
current common practice. From 1 January 2016 members of the
DC Section will be able to take an Uncrystallised Funds Pension
Lump Sum (UFPLS) at retirement. This means members can
take some or all of their Personal Account as a lump sum, with
any remaining amount being used to purchase an annuity. You
can also transfer the whole of your Personal Account to another
pension arrangement.
Taking an UFPLS triggers an automatic reduction of your
Annual Allowance to £10,000. This reduced allowance applies
to savings you then make in any pension arrangement.
A leaflet was issued earlier in the year to DC Section members
providing initial information about the new flexibilities. Further
information, focusing on UFPLS, will be issued shortly.
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Pension scams
The Pensions Regulator has asked
Trustees to promote the awareness of
Pension scams to their members. A
new leaflet and booklet are now
available to help members understand
the risks they face when considering a
transfer of their pension savings. For more
information visit www.thepensionsregulator.gov.uk.
You may also wish to read the news articles on Pension scams
and Pension Liberation on the Scheme website
www.prudentialstaffps.co.uk.

Tax codes for
pensions in payment
Aon Hewitt receives electronic notification from Her Majesty’s
Revenue and Customs (HMRC) of changes to pensioners’ tax
codes. HMRC are likely to write to Pensioner members in January
and February each year to advise members of the tax code to be
applied from the following 6 April. Aon Hewitt will apply this code
with effect from your May pension payment. This is because
the April payment is paid before 6 April.
If you have a query regarding your tax code, you must contact
HMRC directly as HMRC will not discuss or divulge details
regarding a member’s tax code with Aon Hewitt or the Trustee.

Scottish Rate of
Income Tax

The Tax Office dealing with your Scheme pension is:
HM Revenue & Customs, Pay As You Earn, PO Box 1970,
Liverpool L75 1WX

With effect from April 2016, the
Scottish Parliament will set the rate of
income tax paid by Scottish tax
payers. Whether you are a Scottish
tax payer will be determined, in the
main, by where you live. It is
understood that anyone who will be
treated as a Scottish tax payer will be
informed in writing before April next
year.

You will need to quote the Scheme’s reference 083/AP2 and your
National Insurance number.

From April, the rate of income tax deducted from a Scottish tax
payers income (including pensions) may differ from that paid
by other UK tax payers.
Once the actual rates have been announced a news article
providing more detail will be made available via the Scheme
website www.prudentialstaffps.co.uk.

Telephone 0300 200 3300

If HMRC advises a change in a Pensioner’s tax code after the
monthly pension payroll has been run, the code will not be applied
until the following month.

Your P60
Those members who were in receipt of a pension from the
Scheme as at March 2015 will have received a leaflet titled
“Your P60 is on its way”. We would like to remind Pensioners
that again this year your April payslip will also be your P60. This
document is proof of the amount of tax you have paid on your
pension and therefore it is important that you keep it for your
records.

Staying in touch
if you are a
Pensioner
Staying in touch with us and letting us know when
your address or bank details change is very important.
Without these details, you may not receive valuable
benefits you are entitled to receive or you may
experience a delay in payment. There are two ways
you can advise us of changes to your personal details:
1. Contacting the Scheme’s dedicated
Administration Team – you can find current
details on page 8 or you can visit
www.prudentialstaffps.co.uk and click on
‘Contact’ then ‘Administrators’ for the most
up-to-date telephone number, email and
postal address.
2. Accessing the secure members’ area
through the Scheme’s website – where you
can view your current details and make some
changes online.
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Recent publications
Over the past few months we have produced some new
publications. Below is a summary of each of these documents.
The full version is available on the Scheme website at
www.prudentialstaffps.co.uk.

DB SECTION – 5 APRIL 2014 VALUATION
Every three years, the Scheme
Your Pe
Actuary assesses the DB
nsion.
Your Fu
ture.
Section of the Scheme’s
financial health. This
assessment, called the
Valuation, looks at both the
assets the DB Section holds
and the benefits it promises
to pay. The last Valuation,
which was as at
Statemen
5 April 2014, has now been
t
financial heof the Scheme’s
alth
completed. The Scheme
Actuary has also
completed an update of
this Valuation as at
5 April 2015. At both dates we are
delighted to report the DB Section is in excellent financial
health. All Defined Benefit members have recently been sent a
Statement of the Scheme’s financial health. Copies of this
Statement are also available on our website.

Here to help
If you have any questions about any of the topics
discussed in this edition of Pension Overview, or the
Scheme in general, please visit our website.
If you have a question that is personal to you and can’t
be answered by the website, help is available Monday
to Friday (9am to 5pm) from your dedicated
Administration Team. Who you will need to contact
depends on which Section of the Scheme you are a
member of.

Defined
Benefit
Section

Your 201
5 Summa
ry Fundin
g Statem
ent

DC SECTION - CHANGES TO THE PSPS UK
EQUITY – ACTIVE FUND
In April 2015, following advice from our Investment
Consultant, Hymans Robertson, we have made a change to the
PSPS UK Equity – active fund. Following key changes in
personnel responsible for the management of the Milton
Income Fund (MIF) a search for a suitable replacement fund
was undertaken. Schroders UK Prime Fund (SUPF) was
selected as a suitable
replacement and all assets
previously invested with the
MIF were transferred to the
SUPF. The Trustee ensured
u
yo
g
ing
pin
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Ke
K
the costs of switching were
te
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to
up
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kept to a minimum and in
addition the Annual
Management Charge also
reduced from 0.40% per
annum to 0.35% per annum.
changes
concerns the recent
This communication
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DEFINED BENEFIT SECTION MEMBERS
AND PENSIONERS
Write to:
The Prudential Staff Pension Scheme
Defined Benefit Section
PO Box 196
Huddersfield
HD8 1EG
Helpline:
0345 600 0427 (UK callers)
(44) 345 600 0427 (Overseas callers)
Email: PSPSDB@aonhewitt.com

DEFINED CONTRIBUTION SECTION
MEMBERS
Write to:
PSPS DC Service Centre
Prudential
121 Kings Road (Ground Floor South, A)
Reading
RG1 3ES
Helpline:
0345 300 2637
Email: PSPSDC.SC@prudential.co.uk

PENSIONS MANAGER
If you have any questions which cannot be answered by
your dedicated Administration Team, or you have any
other comments, you can contact the Pensions
Manager, Marion Steel.
Prudential Staff Pension Scheme
3 Sheldon Square
Paddington
London
W2 6PR
Email: hrstaffpensions@prudential.co.uk

SmartPhone users
can scan here for a
direct link to the
website using an
appropriate QR
reader app.
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