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Statement regarding DC governance  
It is with great pleasure that I present this statement to the members of the BillerudKorsnäs UK Pension 
Plan (the Plan).  This statement will be updated annually and will appear in the Scheme’s accounts. 

Governance 

As Trustees of the Plan, we have reviewed and assessed our systems, processes and controls against 
key governance functions for consistency with those set out in the Pensions Regulator’s Code of Practice 
13 (Governance and administration of occupational defined contribution trust-based schemes) and 
Regulatory guidance for defined contribution schemes. 

Based on our assessment we believe that we maintain the standards of practice set out in the DC code 
and DC regulatory guidance. These standards help to demonstrate the presence of DC quality features 
which we believe will help to deliver better outcomes for members at retirement. 

In particular, the Trustees govern the Plan using regular meetings, maintaining recommended 
governance documentation (which is reviewed regularly) and by seeking training opportunities to ensure 
the Trustees have sufficient knowledge and understanding to fulfil their roles. 

Outcome of governance review 

As part of the assessment of the Plan’s practices against the Regulator’s recommendations we have 
identified some improvements that we are now making to our existing practice.  These include:  

• formally setting out a training plan to ensure all areas relevant to scheme management are 
covered regularly; 

• formulating a key powers and delegation document; 

• carrying out a Value for Money assessment against other pension options; 

• carrying out a survey of the membership to further understand the options members are likely 
to take, which will help in setting investment strategy; 

• improving communications to members:  

o to remind them that the level of contributions is a key factor in determining the overall 
size of their pension fund; 

o to remind them that they need to review the suitability of their investment choices on 
a regular basis; 

o to be transparent about the costs that members are bearing in connection with 
running the Plan; 

The guidance from the Regulator describes various standards associated with running schemes, ranging 
from ‘minimum’ to ‘best practice’. It is not always appropriate for schemes to spend the time and money 
developing ‘best practice’.  In fact monitoring value for money is itself one of the quality features which 
the trustees should assess.  During our assessment we considered the advantages of implementing 
tighter controls than those we currently practice and have initially implemented only the cost effective 
ones to bring the Plan to the required minimum standard.  
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Statement regarding DC governance (continued) 
Outcome of governance review (continued) 

Examples of where we have decided not to adopt ‘best practice’ include 

• annual review of fitness and propriety of trustees, service providers, DC processes; 

• annual review of investment performance, investment strategy, and investment due 
diligence; 

• annual review of contingency plans and risk register. 

The Trustees formally review these matters at least triennially although we do monitor the investments 
against the agreed benchmarks six monthly. 

Given the size of the Plan and the long term nature of investments the Trustees believe it would not be 
cost effective to have more frequent in-depth reviews.  The Trustees do however ask their advisers to 
keep them informed of any issues that arise that would cause them to review the investments sooner 
than planned.  The Trustees currently monitor their advisers on an ongoing basis but do not carry out a 
formal review each year.  The Trustees are comfortable that this ongoing review approach is appropriate 
for the Plan and this approach will enable issues identified to be resolved as soon as possible. 

Processing financial transactions 

At each of the regular meetings we review the income received by and payments made from the Plan 
to ensure all transactions are processed promptly and accurately.  The Trustees also have a contract 
with a third party administrator who accepts responsibility for making payments promptly and notifying 
the Trustees if there are any issues. 

Maintenance of Statement of Investment Principles 

One of the documents we maintain is a “Statement of Investment Principles” (SIP) and the current copy 
of the SIP is attached.   

The SIP was reviewed during the year and the main changes were to update for the current funds 
available, and charges, as well as making reference to the default fund and how it serves the members’ 
best interests. 

Details of the fees incurred in the investments are contained in the SIP. 

Trustee knowledge and understanding 

Each of the Trustees maintains a trustee training log, and the Trustees attend training sessions on an 
ongoing basis. In addition, developments in the pensions industry are discussed at trustee meetings, 
which are held every 6 months.  
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Statement regarding DC governance (continued) 
Fees and costs incurred in running the Plan 

Although annual management charges are paid from members’ accumulated pension pots, all other 
costs associated with the Plan are paid by the employer: 

The Trustees consider the level of fees paid by members to provide good value.  This view is based on 
the level of fees available on other investments of similar types, the level of service provided and the 
ability of the funds to meet their objectives.  Although the members do not directly cover the other costs 
associated with the Plan, as these are met by the employer, the Trustees consider carefully the other 
costs incurred and monitor these to ensure the employer receives good value too.  

 

 

 

Signed: Duncan Precious 

Date: 21/12/2020 

On behalf of the Trustees of the BillerudKorsnäs UK Pension Plan 
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Appendix 1: Statement of Investment Principles 2020
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 
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Appendix 1: Statement of Investment Principles 2020 
(continued) 

 

This statement has been agreed by all Trustees: 

 

Trustee (print name) Duncan Precious …………………………………….  

 

Date 29/09/2020…………………………………………...................... 

For and on behalf of the Trustees of the BillerudKorsnäs UK Pension Plan 
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Appendix 2: Illustration of Annual Management Charges 
and Fund Values 
The following illustration projects the cumulative value of a pension contribution of £350 paid each month 
into a pension fund for the entire period under consideration. A starting fund value of £50,000 is also 
assumed. 

These contributions are assumed to increase each year with a notional salary increase of 2.5% per 
annum.  

Annual Management Charges (AMCs) are paid out to the investment fund manager for services involved 
with the management of the fund and the costs associated with running the fund. The level of these 
charges affects the final fund value. 

Two different annual management charges have been used to provide a broad spectrum of projections 
demonstrating how a higher annual management charge may result in a lower final fund value at the 
end of the period.  

The illustrations have been reduced to reflect the effects of anticipated inflation over the period of 
projection, assumed to be 2.5% per annum. 

The value of the fund based on each different AMC is shown at three separate periods 10 years, 20 
years and 30 years. 

In the main illustration a gross investment return of 6% per annum has been assumed over all time 
periods and the AMCs applicable for each example are deducted from this.  

It should be noted that these are only illustrations and actual fund values will depend on actual 
investment returns achieved on investments, the time under investment and the amounts invested. 
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Appendix 2: Illustration of Annual Management Charges and 
Fund Values (continued) 
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Appendix 2: Illustration of Annual Management Charges and 
Fund Values (continued) 
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Appendix 2: Illustration of Annual Management Charges and 
Fund Values (continued) 
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Appendix 3: Statement of Investment Principles - 
Implementation Statement 
BillerudKorsnäs UK Pension Plan 
Statement of Investment Principles - Implementation Statement 
 

This Statement covers the purpose of this Statement is to provide information, which is required to be 
disclosed in accordance with the Occupational Pension Schemes (Investment and Disclosure) 
(Amendment) 2019 Regulations.  In particular, it confirms how the investment principles, objectives and 
policies of the Trustees’ Statement of Investment Principles (SIP) dated September 2019 have been 
implemented. The SIP provides further background details on investment arrangements and should be 
read in conjunction with the Trustees’ Chair’s Statement dated December 2019. 

This Statement covers the period 1 June 2019 to 31 May 2020. 

Investment managers and funds in use 

The investment funds used for are set out in the tables below: 

Asset Class  Manager Fund  

Global equities Baillie Gifford 

UK and Worldwide Equity Fund 
Global Alpha Growth Fund 
Global Stewardship Fund 
UK Equity Core Fund 

 

Multi asset Baillie Gifford Managed Fund 
Multi Asset Growth Fund  

Gilts  LGIM Over 15 Year Gilts Index Fund  

Cash BlackRock Cash Fund  

The default investment strategy, used for members invested in the DC Section is set out below: 

DC Section – Default Investment Strategy 

Asset Class  Manager Fund  

Global equities Baillie Gifford 

UK and Worldwide Equity Fund 
Global Alpha Growth Fund 
Global Stewardship Fund 
UK Equity Core Fund 

 

Multi asset Baillie Gifford Managed Fund 
Multi Asset Growth Fund  

Gilts  LGIM Over 15 Year Gilts Index Fund  

Cash BlackRock Cash Fund  

Strategy Review 

The default strategy previously made use of the Baillie Gifford Active Long Gilt Investment Fund. As a 
result of Baillie Gifford closing the fund on 31 March 2020, the Scheme opted to switch to the LGIM Over 
15 Year Gilts Index Fund for the gilt allocation. There have been no other changes to either the default 
investment strategy for members or self-select options available to members over the year.  
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Appendix 3: Statement of Investment Principles - 
Implementation Statement (continued) 

The Trustees formally review the investment arrangements at least triennially, although they will monitor 
the investment performance against the agreed benchmarks every six months. Further details are set 
out in the Chair’s Statement. 

Scheme Governance 

Governance arrangements, in terms of the constitution of the trustee board, service level agreements 
with providers, processing of core financial transactions, costs and charges and investment 
arrangements, are detailed in the Trustees’ Chair’s Statement. Details of the fees incurred in the 
investments are detailed in the SIP. 

The Trustees are responsible for making investment decisions, and seeks advice from Broadstone 
Corporate Benefits Limited, as the Trustees’ investment consultant. 

The Trustees do not actively obtain views of the membership of the Scheme to help form their policies 
set out in the SIP. 

There were also no changes to the investment management agreements with Baillie Gifford, BlackRock 
and LGIM during the year.  

Trustee Knowledge and Understanding 

The Trustee board has the appropriate knowledge and understanding to ensure its policies on financially 
and non-financially material considerations, as well as engagement and voting activities, are and remain 
appropriate for the Scheme.  The Trustees have developed their knowledge and understanding over the 
year, and further details are set out in the Chair’s Statement.  

Statement of Investment Principles 

The Trustees last reviewed the Statement of Investment Principles (SIP) in September 2020. The 
Statement of Investment Principles was also updated in September 2019, for new investment 
regulations in relation to Environmental, Social & Governance (ESG) considerations. 

The Trustees have a policy on financially material considerations relating to Environmental, Social and 
Governance (ESG) issues, including the risk associated with the impact of climate change.  In addition, 
the Trustees have a policy on the exercise of rights and engagement activities, and a policy on non-
financial considerations.  These policies are set out below and are detailed in the Trustees’ SIP. 

There were no departures from the policies set out in the SIP, including the Trustees’ policies on 
financially and non-financially material considerations, during the year. 
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Appendix 3: Statement of Investment Principles - 
Implementation Statement (continued) 
Policy on financially material considerations 

Trustees’ Policy: The Trustees believe that the consideration of financially material 
Environmental (including climate change), Social and Governance (ESG) 
factors in investment decision making can lead to better risk adjusted 
investment returns. The Trustees expect its fund managers, when 
exercising discretion in investment decision making, to take financially 
material ESG factors into account. On an ongoing basis the Trustees 
(delegating to the Investment Consultant where appropriate) assess the 
ESG integration capability of its fund managers. 

There have been no changes to the Trustees’ policy, nor any departures from their policy, during the 
year.  

The Trustees note that the manner by which financially material ESG factors will be taken into account 
in an investment strategy or pooled fund offering will depend on the underlying asset classes within the 
pooled fund offering and the management style (e.g. active or passive).   

The Trustees are satisfied that the funds currently invested in by the Scheme are managed in 
accordance with their views on financially material considerations, as set out below, and in particular 
with regards to the selection, retention, and realisation of the underlying investments held.  

This position is monitored periodically.  As part of the monitoring process, the Trustees have access to 
updates on governance and engagement activities by the investment managers and input from their 
investment advisors on ESG matters.  These views are also taken into account when appointing and 
reviewing investment managers.  

The Trustees acknowledge that they are delegating the consideration of financially material factors in 
relation to determining the underlying holdings to their investment managers given they are investing in 
pooled funds.  
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Appendix 3: Statement of Investment Principles - 
Implementation Statement (continued) 
A summary of the Trustees’ views for each asset class in which the Scheme invests is outlined below. 

Asset Class  
Actively or  

Passively 

Managed? 

Comments 

Global equities Active The Trustees expect the investment managers to take financially material 
ESG factors into account, given the active management style of the fund 
and the ability of the manager to use its discretion to generate higher risk 
adjusted returns. The Trustees also expect its investment managers to 
exercise their ownership rights, including voting and engagement rights, in 
order to safeguard sustainable returns over time. 

Multi asset  Active The Trustees expect the investment manager to take financially material 
ESG factors into account, given the active management style of the fund 
and the ability of the manager to use its discretion to generate higher risk 
adjusted returns.  The Trustee also expects its investment manager, to 
engage with the underlying investee companies, where possible, although 
it appreciates that fixed income assets within the portfolio do not typically 
attract voting rights.    

Government bonds Passive The Trustees believe there is less scope for the consideration of ESG 
issues to improve risk-adjusted returns in this asset class because of the 
nature of the securities. 

Cash Passive The Trustees believe there is less scope for the consideration of ESG 
issues to improve risk-adjusted returns in this asset class because of the 
nature of the asset class. 

  

Policy for taking into account non-financially material considerations 

Trustees’ Policy: Where ESG factors are non-financial (i.e. they do not pose a risk to the 
prospect of the financial success of the investment) the Trustees believe 
these should not drive investment decisions. The Trustees expects its fund 
managers, when exercising discretion in investment decision making, to 
consider non-financial factors only when all other financial factors have 
been considered and in such a circumstance the consideration of non-
financial factors should not lead to a material reduction in the efficiency of 
the investment.  Members’ views are not sought on non-financial matters 
(including ESG, quality of life considerations and ethical views) in relation 
to the selection, retention and realisation of investments. 
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Appendix 3: Statement of Investment Principles - 
Implementation Statement (continued) 
 
There have been no changes to the Trustees’ policy, nor any departures from their policy, during the 
year.  

Policy on the exercise of voting rights and engagement activities  

Trustees’ Policy: The Trustees believe that in order to protect and enhance the value of the 
investments, over the time horizon over which the benefits are paid, they 
must act as a responsible asset owner. The Trustees cannot exercise their 
responsibilities directly as they do not hold investments in their name. 
The Trustees expect their fund managers, to exercise voting rights at 
annual and extraordinary general meetings of companies.  The Trustees 
expect their fund managers to report to them on the implementation of, 
and any changes to, their policies on voting and engagement. 

There have been no changes to the Trustees’ policy, nor any departures from their policy, during the 
year.  In particular, all voting activities have been delegated to the investment managers, as the Trustees 
do not have any mechanism to vote on the underlying holdings, given the pooled nature of the Scheme’s 
investments.  

The Trustees currently invests in pooled investment funds with the investment managers, and they 
acknowledge that this limits their ability to directly influence each investment manager.   

The Trustees have employed Broadstone to assist them in monitoring the voting and engagement 
activity of their investment managers.  The Trustees, with the assistance of Broadstone, concluded that 
the voting and engagement activity of their investment managers is in line with their policy on voting and 
engagement. 

Within the current investment arrangements, the equity and multi-asset funds with Baillie Gifford contain 
equity holdings, and therefore have voting rights attached to these underlying equities. 

Baillie Gifford uses the services of a third party proxy voter when exercising voting rights and will often 
engage with investee companies directly.  The third proxy voters used are confirmed in the table below. 

The Trustees have delegated engagement activities to their investment managers, and each investment 
manager reports to the Trustees on how they have voted on behalf of the Trustees for the underlying 
holdings. 

A summary of the votes made by the investment managers on behalf of the Trustees (where the 
investment owns equities) is provided in the table below, based on the latest information available from 
the investment manager.  

   Manager uses 
own voting 
policy? 

 Resolutions Voted: 

Manager  Pooled or 
Segregated? Third Party Proxy Voter Resolutions 

Voted On For Against Abstained 

Baillie Gifford Pooled ISS / Glass Lewis Yes 21,166 94% 4% 2% 
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Appendix 3: Statement of Investment Principles - 
Implementation Statement (continued) 
The votes above are at the company level, rather than being scheme or fund specific.  The Trustees 
may work with their investment managers to obtain this information in future years. 

The notable engagement activities of the investment manager is provided below: 

• Baillie Gifford engaged with the board of Greencoat UK Wind PLC (a renewables 
infrastructure investments specialist), covering the role of the board members, their 
relationship with manager and company strategy.  The company has since appointed a new 
female board member, which has helped reassure Baillie Gifford of the board’s commitment to 
independent challenge of the overall strategic direction.  Baillie Gifford have also challenged 
the board to continue to re-evaluate the investment manager’s fee structure.  

The Trustees are comfortable with the investment manager’s approach for exercising rights and 
conducting engagement activities, and specifically that they attempt to maximise shareholder value as 
a long-term investor.  

The Trustees also consider investment managers’ policies on stewardship and engagement when 
selecting and reviewing investment managers.  

Monitoring of Investment Arrangements 

In addition to any reviews of investment managers or approaches, and direct engagement with 
investment managers (as detailed above), the Trustees monitor performance on a regular basis to 
ensure the investment objectives set out in their SIP are being met.   

 

 

 

 

Signed: Duncan Precious 

Date: 21/12/2020 

On behalf of the Trustees of the BillerudKorsnäs UK Pension Plan 
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