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Chair's Introduction
I am pleased to present the Trustee’s annual 
Defined Contribution (DC) Chair’s Statement, 
covering the period 1 January 2025 to 
31 December 2025 for the MMC UK Pension 
Fund (the Fund). 

It contains important information about the 
Fund, much of which the Trustee is required to 
provide under regulations. To keep the main 
document focused and easier to read, some  
of the more detailed content can be found in 
the appendices.

The Trustee continues to focus on ensuring that 
the Fund is well managed and delivers excellent 
services to members. Over 2025, a priority has 
been continuing to encourage members to 
think about their retirement plans and whether 
they need to save more. This includes making 
sure that the Fund provides the right tools to 
ensure members understand their options and 
can make the right decisions for their financial 
circumstances.

Bruce Rigby 
Chair of the MMC UK Pension Fund

Key Activities
•	� Continuing to develop the engagement 

strategy and improving communication for 
both deferred and active members. 

•	� Working closely with the Company 
to improve support for members 
approaching and in retirement.

•	� Provision of Personalised Videos for active 
members showing how much monthly 
income they could expect in retirement 
based on their current contributions. 

•	� Continued updates to the Fund website. 
https://pensions.uk.mmc.com. 

•	� Connecting the Fund to the Pension 
Dashboard ahead of this being made 
available to the public, expected to be  
in 2027. 

•	� Publishing the 2024 TCFD climate change 
report to help monitor the Fund’s impact 
on our climate.

value for members
The Trustee annually assesses the extent 
to which the Fund's services provide good 
value for members. 'Value' is not just 
about the price of services, but also their 
performance against required standards.

The Trustee has assessed the extent 
to which the member borne charges 
represent value for money. On average, the 
Fund's fees are 35% lower than that of the 
median comparator.

While some of the available funds are being 
subject to closer scrutiny by the Trustee, 
the majority of investment funds offered to 
members have been rated good value.

Member borne charges represent good 
value for money.

who pays for what fund services?
Company pays for:

Administration services

Member communications

Trustee supervision / governance

Self-help online tools and benefit 
modellers

Professional advice to the Trustee, 
including legal, investment and audit.

Member pays for:

Investment manager costs*

*These costs are deducted from members' savings in the Fund.
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Governance of the fund 
Our DC Strategy is aligned with The Pension 
Regulator's general code of practice.

Governance

Risk Management

Investment Strategy

Member Communication

Compliance and Regulation

�Value for Money

Continuous Improvement

The key aim is to help members achieve 
a good outcome for life after work.

The Trustee discusses DC issues at each of its 
quarterly board meetings as well as delegating 
certain aspects to its:

Investment Committee – oversight 
of manager performance and the 
investment platform
Finance and Operations Committee – 
oversight of the administration of  
the Fund
Communications Committee – 
oversight of member communications 
and engagement journey
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Return

Contribution structure & worked example 
The graphic below shows the value of the pension 
pot at age 40, 50 and 65. As shown there is a 
significant increase in savings when the member 
contributes 4% compared to 2.5%

Assumptions
•	� Member joins Fund at 

age 40.
•	� Earns salary of  

£35,500 p.a.

•	� Salary grows at  
2.5% p.a.

•	� Investments return  
3% p.a. (net of fees).
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Members can model what their DC Pot could be at retirement by going to  
www.aptiaoneview.co.uk/mmcpensions
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Annual Report for the year ended  
31 December 2025
This statement1 describes how the Trustee of 
the Fund has governed the defined contribution 
benefits during the year to 31 December 2025 and 
covers five principal areas:

1.	 Investment, with particular focus on the Fund’s 
default investment arrangements and their 
asset allocations at the year end.

2.	 Internal controls, with particular focus on the 
processing of core financial transactions.

3.	 Charges and transaction costs, and the impact 
of these on performance.

4.	 Value, with particular focus on charges and 
transaction costs deducted from members’ 
funds as well as fund performance.

5.	 The knowledge and resources available to the 
Trustee, including how the Trustee Directors 
maintained the statutory levels of knowledge 
and understanding to govern the Fund and how 
these help the Trustee to ensure that the Fund is 
governed effectively.

The Trustee is committed to having high governance 
standards and has a number of committees 
which meet regularly to monitor the controls and 
processes in place in connection with the Fund’s 
investments, administration and communications. 

THE DEFAULT INVESTMENT OPTION 

The Trustee is responsible for ensuring the 
investment arrangements available to members 
remain fit for purpose. 

The Trustee’s Statement of Investment 
Principles  
The Trustee’s Statement of Investment Principles 
(SIP) dated June 2024 can be found on  
www.pensions.uk.mmc.com. This includes the 
Trustee’s aims and objectives in relation to the 
default investment arrangements as well as the 
policies in relation to matters such as risk and 
diversification. It also states why the Trustee 
believes that the default investment arrangements 

are designed in members’ best interests. For those 
members who do not wish to take an active role in 
investment decisions, the Trustee offers a default 
option, known as the Mercer SmartPath Target 
Drawdown Strategy.

Mercer SmartPath Target  
Drawdown Strategy
The Mercer SmartPath Target Drawdown Strategy 
is aimed at individuals who wish to transfer their 
savings in the Fund to an income drawdown product 
at retirement, where they can take up to 25% of 
their savings as a tax-free cash lump sum and invest 
the remainder to make withdrawals as required.

A member’s funds are invested in the Mercer 
Growth Fund until eight years before their Target 
Retirement Age. The Mercer Growth Fund invests  
in a diversified range of assets (equities, fixed 
income securities and non-traditional assets)  
with the objective of providing long term growth 
above inflation.

From eight years before a member’s Target 
Retirement Age, assets are transferred into a Mercer 
Target Drawdown Retirement Fund based on the 
member’s expected date of retirement. Investors 
are moved gradually from assets with the potential 
for medium to high growth/risk to assets with 
expected low to medium growth/risk. 

Details of the Mercer SmartPath Target Drawdown 
Strategy are illustrated in the graph below. Details 
of two additional pre-set Mercer SmartPaths 
targeting either annuity or cash can be found in the 
investment booklet on the Fund website.
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The last full review of the investment arrangements 
and default option was completed in 2025. As 
part of this review, the Trustee considered the 
demographics of the Fund, wider industry trends 
and whether performance was in line with their 
objectives. Whilst the Trustee concluded that that 
the individual funds available to members remained 
suitable and performance was in line with the 
Trustee’s objectives, they did also consider proposed 
changes to the lifestyle arrangements (targeting 
cash, annuity and income drawdown at retirement). 
Implementation of these changes is planned in  
the latter half of 2026, and details of these changes 
will be included in next year’s Chair’s Statement.  
The next full review of the Fund’s investments is due 
to be completed in March 2028.

As a result of mapping exercises the following 
investment options are classed as technical defaults 
and are subject to additional scrutiny:

Technical Defaults

Mercer Lifestyle Targeting 
Annuity

Mercer Passive UK Equity 
Fund

Mercer Lifestyle Targeting 
Cash

Mercer Passive Overseas 
Equity Fund

Mercer Moderate Growth 
Fund

Mercer Passive 
Sustainable Global Equity 
Fund

Mercer Growth Fund Mercer Passive UK 
Corporate Bond Fund

Mercer High Growth Fund Mercer Passive Over 5 
Years Index-Linked Gilts 
Fund

Mercer Active Global 
Equity Fund

Mercer Passive Over 15 
years Gilts Fund

Mercer Active UK Property 
Fund

Mercer Diversified Growth 
Fund

Mercer Active Money 
Market Fund

Mercer Diversified 
Retirement Fund

Mercer Passive Emerging 
Markets Equity Fund 

Mercer Pre-Retirement 
Fund

Over the year, the Trustee and its advisers reviewed 
the performance of all the funds available to 
members, including the default funds on a quarterly 
basis in line with the monitoring framework. The 
Trustee’s Investment Committee receives quarterly 
investment reports that include the funds’ net 
performance against their benchmarks, changes 
to the Mercer’s manager ratings and manager 
updates. These reports are reviewed by the 
Investment Committee and any concerns raised 
with the investment manager via Mercer.

Legacy Investment Policies
In addition to the main DC Section of the Fund 
invested with Scottish Widows, there are also legacy 
investment policies as a result of historic transferred 
in DC arrangements and Additional Voluntary 
Contributions (AVCs).

Further detail on these can be found in ‘Appendix I:  
Legacy Investment Policies’ on pages 12 to 14. 
This includes information on costs and charges, net 
performance and value.

Asset Allocation disclosure
The Trustee is required2 to include details of the main 
asset classes used in the Fund’s default arrangements 
as at the year end, please refer to ‘Appendix II: Asset 
Allocation Disclosure’ on pages 15 to 17. The tables 
included in the Appendix show the percentage of  
each of the main asset classes held by members.  
A description of each asset class is also included.
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The Trustee is also required3 to ensure that core 
financial transactions are processed promptly and 
accurately. Core financial transactions are (broadly):

•	� Investment of contributions made to the Fund 
by members and their employer(s);

•	� Transfers into and out of the Fund of assets 
relating to members;

•	� Switches of members’ investments between 
different funds within the Fund; and

•	� Payments from the Fund to or in respect of 
members (e.g. payment of death benefits).

The Trustee has delegated the administration of 
Fund member records to the Fund administrator, 
Aptia, and agreed timescales for processing 
requests, including core financial functions which 
are well within any applicable statutory timescales. 

The Service Level Agreements (SLAs) and controls 
and processes in relation to core financial 
transactions are held in ‘Appendix III: Further 
detail on the controls and processes for core 
financial transactions’ on page 18.

The Trustee receives a quarterly stewardship report 
from the administrator that provides the Fund 
administrator’s performance against SLAs along 
with commentary covering service volumes and 
noteworthy cases. The stewardship reports are 
discussed with the Trustee’s Finance and Operations 
Committee, which oversees the administration service.

From 1 January 2025 to 31 December 2025, the 
overall service level achieved in relation to the 
core financial transactions reported quarterly to 
the Committee was 94.0%, compared to the 96.5% 
reported over the previous Scheme year. 

Based on the controls and procedures in place, 
the Trustee is confident that the core financial 
transactions were processed promptly and 
accurately for the majority of members during the 
period by the administrator.

Requirements for processing financial transactions



7

Charges and transaction costs
The Trustee is required4 to report costs borne by 
members in respect of the Fund investments and 
assess the extent that these represent good value 
for members. When preparing this statement, the 
Trustee has taken account of statutory guidance.

There are two main types of costs borne by 
members: the Total Expense Ratio (TER) and 
Transaction Costs. If you would like more 
information about the TER and transaction costs 
please read ‘Appendix IV: Further information 
about Charges and Transaction costs’ on pages 
19 to 20. 

The AVC assets invested in funds held with Scottish 
Widows are subject to the same costs and charges 
as the DC Section members.

The Trustee can confirm that the default funds 
remain within the charge cap of 0.75% of funds 
under management. The Trustee is satisfied that  
the costs borne by members, detailed on pages  
19 to 20, are reasonable.

The Trustee is also required5 to disclose the impact 
of any performance-based fees on a member’s 
investments. The Trustee can confirm that as at 
31 December 2025, there were no performance-
based fees associated with any of the investments 
available to members of the Fund.

Illustration of the effect of transaction 
costs and charges on members’ benefits
In accordance with regulation6, the Trustee has 
prepared illustrations detailing the impact of the 
costs and charges typically paid by a member of the 
Fund on their retirement savings pot. The statutory 
guidance has been considered when providing 
these examples.

The illustrations take into account:

•	 Savings pot size;

•	 Contributions; 

•	� Real term investment return before costs and 
charges; and

•	� Adjustment for the effect of costs and charges 
and time.

Overleaf is an illustration of the impact of charges 
on a typical member’s pension pot. This includes 
all member costs, including the Total Expense Ratio 
and transaction costs, as well as inflation. If you 
would like to see the illustrations for the additional 
technical defaults, please read ‘Appendix V: 
Additional illustrations of the effect of costs 
borne by members’ on pages 21 to 22.

The Mercer Active Global Equity Fund was identified 
as the most expensive fund during 2025 Scheme year, 
based on annual charge and average transaction costs 
over the 5 years to 31 December 2025. 

DC Chair’s Statement 2025



Mercer SmartPath 
Drawdown Strategy  

(current default)

Mercer SmartPath  
Annuity Strategy

(Technical Default)

Mercer SmartPath 
Cash Strategy

(Technical Default)

Mercer Active Global  
Equity Fund  

(most expensive)

Mercer Over 15 Year  
Gilt Fund*

(least expensive)

Year 
End

Pot Size with 
no Charges 

Incurred

Pot Size with 
Charges 
Incurred

Pot Size with 
no Charges 

Incurred

Pot Size with 
Charges 
Incurred

Pot Size with 
no Charges 

Incurred

Pot Size with 
Charges 
Incurred

Pot Size with 
no Charges 

Incurred

Pot Size with 
Charges 
Incurred

Pot Size with 
no Charges 

Incurred

Pot Size with 
Charges 
Incurred

1 £68,858 £68,612 £68,858 £68,612 £68,858 £68,612 £70,145 £69,549 £70,648 £70,585

5 £115,130 £113,455 £115,130 £113,455 £115,130 £113,455 £124,457 £120,139 £128,280 £127,808

10 £179,805 £175,216 £179,805 £175,216 £179,805 £175,216 £207,012 £194,320 £218,801 £217,348

15 £252,806 £243,834 £252,806 £243,834 £252,806 £243,834 £309,027 £282,488 £334,715 £331,536

20 £334,987 £319,905 £334,987 £319,905 £334,987 £319,905 £434,548 £386,887 £482,458 £476,488

25 £427,283 £404,072 £427,283 £404,072 £427,283 £404,072 £588,435 £510,104 £670,066 £659,806

30 £530,715 £497,026 £530,715 £497,026 £530,715 £497,026 £776,532 £655,122 £907,570 £890,938

35 £646,403 £599,512 £646,403 £599,512 £646,403 £599,512 £1,005,858 £825,378 £1,207,492 £1,181,627

40 £775,155 £712,261 £775,063 £712,284 £775,155 £712,297 £1,284,846 £1,024,835 £1,585,462 £1,546,465

41 £802,455 £735,988 £804,160 £737,983 £802,455 £736,091 £1,347,462 £1,068,621 £1,672,060 £1,629,855

42 £830,323 £760,080 £835,888 £766,177 £830,298 £760,290 £1,412,552 £1,113,795 £1,762,721 £1,717,086

43 £858,900 £784,543 £870,585 £797,037 £858,819 £784,906 £1,480,212 £1,160,398 £1,857,632 £1,808,331

44 £888,234 £809,370 £908,153 £830,793 £887,978 £809,983 £1,550,537 £1,208,472 £1,956,986 £1,903,768

45 £918,173 £834,565 £949,136 £867,743 £913,137 £831,639 £1,623,628 £1,258,060 £2,060,984 £2,003,584

46 £948,718 £860,178 £990,523 £905,277 £933,923 £849,623 £1,699,590 £1,309,206 £2,169,839 £2,107,975

47 £978,913 £885,455 £1,032,224 £943,482 £950,061 £863,821 £1,778,531 £1,361,957 £2,283,772 £2,217,146

48 £1,008,417 £910,305 £1,073,950 £981,828 £961,098 £874,008 £1,860,563 £1,416,359 £2,403,014 £2,331,309

* This fund is also classed as a Technical Default.

Notes:
1.	 The investment return assumptions used for these 

illustrations reflect volatility over the last 5 years to 
September 2025 (aligned to the Pensions Dashboard) 
and due to market movements over this period this 
has resulted in some funds, such as bonds and gilts, 
having a higher than typically expected future return 
assumption.

2.	 Projected pension pot values are shown in today’s 
terms.

3.	 The starting pot size is assumed to be £58,000.

4.	 Contributions, starting at £819 per month, are 
assumed from age 17 to 65. 

5.	 Inflation is assumed to be 2.5% p.a.

6.	 Salary is assumed to increase by 1.0% p.a. above 
inflation.

7.	 Values shown are estimates and are not guaranteed. 

8.	 The projected growth rate for each fund is as follows: 

a) �Mercer SmartPath Drawdown lifestyle strategy 
(Default Arrangement): 1.65% p.a. gross expected 
real return above inflation for the growth phase and 
1.40% p.a. gross expected real return above inflation 
at retirement.

b) �Mercer SmartPath Annuity lifestyle strategy 
(Default Arrangement): 1.65% p.a. gross expected 
real return above inflation for the growth phase 
and 2.51% p.a. gross expected real return above 
inflation at retirement. 

c) �Mercer SmartPath Cash lifestyle strategy (Default 
Arrangement): 1.65% p.a. gross expected real 
return above inflation for the growth phase and 
0.49% p.a. gross expected real return below 
inflation at retirement. 

d) �Mercer Active Global Equity Fund (most expensive): 
3.72% p.a. gross expected real return above 
inflation.

e) �Mercer Passive Over 15 Year Gilt Fund (least 
expensive): 4.52% p.a. gross expected real return 
above inflation.

(Inflation refers to a general rise in the level of prices 
sometimes referred to as the rise in the cost of living.  
Some funds may have assumed returns below inflation, 
this means that overtime the cost of living could outstrip 
the investment returns – this is typically for low growth, low 
risk funds such as cash).

8

Projected Pot sizes in Today’s Money (with future contributions)
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Net Returns on Investments
The Trustee is required7 to calculate and state the 
return on investments from their default and self-
select funds, net of transaction costs and charges, 
for all the funds that members were invested in over 
the year to 31 December 2025. 

The table below shows the performance, net of 
all charges and transaction costs, of the current 
default investment strategy (based on a fixed 
weighted average of underlying fund performance 
in the lifestyle). This has been prepared in line with 
statutory guidance (which is to disclose these net 
returns over 1 and 5-year periods for members aged 
25, 45 and 55 at the start of the period). If you would 
like to see further performance information on the 
self-select and legacy investment policies please 
read ‘Appendix VI: Additional Net Performance 
Returns’ on pages 23 to 25. 

For those members within eight years of retirement 
the date of the fund corresponds to the year they 
are intending to retire. Over time, the expected 
performance of the fund will change as the member 
approaches their selected retirement age and the 
investments change as described in the graphs on 
page 4.

A member intending to retire in 2032, targeting 
income drawdown at retirement, will have entered 
the de-risking investment phase at the beginning 
of 2025 with their funds moving from the Mercer 
Growth Fund to the Mercer SmartPath Target 
Drawdown 2032 Fund. This means they would have 
experienced a net return of 6.1% p.a. over the  
five-year period to 31 December 2025; this is the 
combined annualised return for four years in the 
Mercer Growth Fund and one year in the Target 
Drawdown 2032 Fund.

Lifestyle Strategy Fund 1 Year Net Annualised Returns 
to 31 December 2025 (%)

5 Year Net Annualised Returns 
to 31 December 2025 (%)

Growth Phase  
(until 8 years of retirement) Mercer Growth 13.0 6.3

Mercer SmartPath Drawdown
(in respect of members within  

8 years to retirement)

Target Drawdown 2026 9.3 4.4 

Target Drawdown 2027 10.0 4.8 

Target Drawdown 2028 10.6 5.1 

Target Drawdown 2029 11.0 5.4 

Target Drawdown 2030 11.5 5.2(a) 

Target Drawdown 2031 11.8 8.1(a)

Target Drawdown 2032 12.3 12.1(a)

Target Drawdown 2033 12.7(a) -

Drawdown Retirement 8.4 3.7

Source: MWS, Scottish Widows

Performance shown net of all charges and transaction costs. 
Performance has been calculated based on a fixed weighted 
average of underlying fund performance in the lifestyle. 

Members are invested in the growth phase of each lifestyle 
strategy until 8 years from retirement. Therefore, the return is 
expected to be consistent at age 25, 45 and 55 over the one 
year period and therefore these ages have not been disclosed 
separately. The growth phase is the same for all lifestyles.

(a) Since inception performance shown.

Mercer Fund Name Since Inception date 
(date first invested in the fund)

Target Drawdown  
2029 Retirement

01/02/2021

Target Drawdown  
2030 Retirement

02/02/2022

Target Drawdown  
2031 Retirement

27/01/2023

Target Drawdown  
2032 Retirement

26/01/2024

Target Drawdown  
2033 Retirement

20/01/2025

DC Chair’s Statement 2025
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Value for Members 
When assessing the charges and transaction 
costs which are payable by members, the Trustee 
is required to consider the extent to which these 
represent good value for members. There is no 
legal definition of “good value”, so the process of 
determining good value is a subjective one. 

Over the second quarter of 2026, the Trustee 
with support from its advisers, Mercer Ltd, has 
undertaken a value for members assessment 
and has assessed the extent to which the charges 
and transaction costs set out above represent 
good value for members for the year ending 
31 December 2025. 

In the Trustee's opinion, the charges paid by members 
provide good value in relation to the benefits and 
services offered to members of the Fund. 

The assessment covered a wide range of financial 
and non-financial factors including:

•	� An assessment of member-borne charges for 
each of the funds available in the Fund (this 
included benchmarking against comparable 
funds in each asset class based on peer group 
data provided by the Fund’s investment advisers);

•	� An assessment of the investment performance 
delivered for each of the funds over short and 
long-term periods. While performance for 
the majority of funds was broadly in line with 
expectations, some have lagged their targets 
and continue to be subject to close scrutiny by 
the Trustee;

•	� A review of transaction costs and charges where 
available;

•	� A review of the other features that are paid 
for by the employer and deliver good value 
for members. In particular, the Employer 
pays for the administration costs of the Fund. 
Other features and services that strengthen 
the Fund’s value proposition include 
efficient administration services, member 
communication and trustee oversight.

The Trustee has considered how the charges borne 
by members (the costs of membership) compare 
against the services and benefits provided by the 
Fund (the benefits of membership). The benefits 
of membership include (amongst other things): 
the design of the default arrangement and how 
this reflects the interests of members; the range of 
investment options and strategies; the efficiency of 
the administration processes provided by Aptia; the 
quality of communications delivered to members; and 
the quality of support services and Fund governance.

Legacy Investment Policies
The Trustee also considered the DB AVC 
arrangements and additional Money Purchase 
assets held within the Fund as part of the value  
for members assessment. Further detail can be 
found in ‘Appendix I: Legacy Investment Policies’  
on pages 12 to 14.

The Trustee undertakes annual assessments, and 
the next formal Value for Members assessment will 
take place for the year ending 31 December 2026.
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Trustee knowledge and understanding 
The Trustee Directors are required8 to maintain an 
appropriate level of knowledge and understanding 
that, together with professional advice available 
to them, enables them to properly exercise their 
functions and duties in relation to the Fund. 

The Trustee Directors have a working knowledge 
of the Trust Deed and Rules, the current Statement 
of Investment Principles, as well as knowledge of 
documents setting out the Trustee’s current policies. 

During the year the Trustee has considered various 
matters relating to activities in the Fund which has 
strengthened their knowledge and understanding of 
the Fund as well as Pensions and Trust Law. In addition, 
the Trustee also received pension industry briefings 
and training on the implications to the Fund. If you 
would like to find out more about the various activities 
undertaken by the Trustee please refer to ‘Appendix 
VII: Trustee knowledge and understanding Activities 
during the year’ on pages 26 to 27.

The Trustee receives professional advice from 
Mercer and Linklaters to support it in reviewing the 
performance of the Fund and in governing the Fund 
in line with the Trust Deed and Rules. The advice 
received along with the Trustee Directors’ own 
experience allows them to properly exercise their 
function as Trustee Directors. 

Newly appointed Trustee Directors are also provided 
with individual training upon appointment. In 
addition, the Trustee Directors undertake to 
complete the Pension Regulator’s Trustee Toolkit as 
updated from time to time.

As a result of the training activities which have been 
completed by the Trustee Directors and taking into 
account the professional advice available to the 
Trustee, the Trustee is confident that the combined 
knowledge and understanding of the Trustee Board 
enables it to exercise properly its functions as the 
Trustee of the Fund.

Chair’s declaration
This statement has been prepared in line with 
regulations9 and I confirm that the above statement 
has been produced by the Trustee of the MMC UK 
Pension Fund. 

Signed

Date

Bruce Rigby, Chair of the Trustee

Technical FOOTNOTES
1Regulation 23(1) – Administration Regulations 1996 
Regulations effective from 6 April 2015 (updated 6  
April 2018)
2The Occupational Pension Schemes (Administration, 
Investment, Charges and Governance) (Amendment) 
Regulations 2023 (“the 2023 Regulations”), Reg 25(A) 
Administration Regulations 1996
3The Occupational Pension Schemes (Scheme 
Administration) Regulations 1996 (the “Administration 
Regulations”), Reg 23(1)(b) – Administration  
Regulations 1996
4Regulation 23(1)(c)(I to IV) – Administration  
Regulations 1996
5Regulation 23(1)(ca) of the Administration Regulations 
as inserted by the Occupational Pension Schemes 
(Administration and Disclosure) (Amendment)  
Regulations 2018

6The Occupational Pension Schemes (Administration, 
Investment, Charges and Governance) and Pensions 
Dashboards (Amendment) Regulations 2023 (“the 2023 
Regulations”), Reg 23(1)(aza) and 25(A) Administration 
Regulations 1996
7Occupational Pension Schemes (Administration, 
Investment, Charges and Governance) (Amendment) 
Regulations 2021 (‘the 2021 Regulations’)
8Regulation 23(1)(d) – Administration Regulations 1996 and 
Sections 247 and 248 of the Pensions Act 2004
9Regulation 23 of the Occupational Pension Schemes 
(Scheme Administration) Regulations 1996 as amended 
by the Occupational Pension Schemes (Charges and 
Governance) 2015 (together ‘the Regulations’)

Bruce Rigby

06/07/2026



Appendix I: Legacy Investment Policies 
During the previous year there were legacy 
investment policies in respect of AVCs relating 
to service in the DB sections of the Fund which 
were held with Scottish Widows, Aviva, Clerical 
Medical, Prudential and Standard Life as well as 
Money Purchase benefits held with Aviva (inherited 
from the JLT Scheme). The Trustee delegated 
the processing of these benefits to the Fund 
administrator. These AVC and Money Purchase 
arrangements are closed to new contributions. 

Members with AVCs invested in Scottish Widows are 
subject to the same charges as the main DC Section 
members and therefore are not considered further 
in this appendix.

Transaction Cost and Charges
The Trustee has obtained transaction charges and 
costs from the external legacy investment providers 
in which the Fund’s members are invested and have 
reported this as far as they are able in the table below.

Legacy Investment Policies

Provider Fund TER (% p.a.) Transaction Cost (% p.a.) 

Aviva
With Profits (NU) Fund 0.88 0.02

With Profits Guaranteed (NU) Fund 0.88 0.02

Clerical Medical Cash Pension Fund 1.00 (a)

Prudential

Prudential With Profits Cash 
Accumulation Fund 1.00 0.10(b)

With Profits I Fund 0.99 0.13

With Profits II Fund 0.99 0.13

Standard Life(c)

With Profits Fund 0.86 0.02

Millennium With Profits Fund 0.85 0.03

Pension Inflation Plus Fund 0.94 -0.03

Source: Legacy investment providers as at 31 December 2025 unless stated otherwise.

(a) �Transaction cost data as at 31 December 2025 was requested but not available at the time of this assessment.
(b) �Prudential With Profits Cash Fund Transaction Costs are to 30 September 2025. Data as at 31 December 2025 was requested 

but not available at the time of this assessment. 
(c) �Standard Life TERs accounts for the average member discount for the members invested in each listed fund.

12
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Net Performance
Legacy Investment Policies

Provider Fund 3 Year Net Annualised Returns to  
31 December 2025 (%)

Aviva
With Profits (NU) Fund 3.9 

With Profits Guaranteed (NU) Fund 4.0

Clerical Medical Cash Pension Fund 3.8

Prudential

Prudential With Profits Cash Accumulation Fund 2.2

With Profits I Fund 1.6 

With Profits II Fund 1.6

Standard Life

With Profits Fund 3.1

Millennium With Profits Fund 10.7

Pension Inflation Plus Fund 1.2

Source: Legacy investment providers to 31 December 2025 with performance shown net of all charges and transaction 
costs over 3 years.
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In With-Profits funds, members typically receive 
annual bonuses, which do not reflect the underlying 
fund’s investment performance due to smoothing 
(keeping some of the return back in good years to 
support bonus rates in years where the investment 
return has been lower). The timing of the annual 
bonus varies by provider. The amount a member will 
receive will depend on when they take their benefit 
and any terminal bonus payable at the time. The 
level of terminal bonus is dependent on a number of 
factors and typically is only guaranteed at the normal 
retirement age under the policy, or death. The 
Trustee will consider how best to improve reporting 
for net performance for With-Profits funds in the 
future in light of any updated statutory guidance.

Value for members
The Trustee also considered the DB AVC arrangements 
and additional Money Purchase assets held within the 
Fund as part of the value for members assessment. 
The legacy AVC assets and Money Purchase assets are 
invested in With-Profits policies with various providers. 
The unit linked assets are invested in the same funds 
as the main DC Assets.

In a with-profits fund a member’s fund value 
typically grows by the addition of annual and final 
bonuses based on its profits. With-profits funds 
hold back some of the returns made in good years 
to subsidise bonuses in years of weaker market 
performance and meet any benefit promises, this 
is known as smoothing. Fund returns will vary 
depending on the provider, policy, benefit promises 
and when contributions were made. It is important 
to remember that like all DC funds, values can still 
go up and down and investors may get back less 
than they invested. 

Assessing the value for money of a With-Profits fund 
is directly related to an individual’s attitude towards, 
and capacity for, investment risk. Therefore, the 
Trustee considers it inappropriate to reach a  
general conclusion on value for members for the 
With-Profits funds as this will vary from policy to 
policy and by member.

Broadly the terms offered to members are not out 
of line with the AVC market. Members have also 
been offered access to a wider range of funds at 
lower cost through the delegated Mercer  
Workplace Savings (MWS) solution accessed via 
Scottish Widows.

14
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Appendix II: Default asset allocation disclosure 
The tables below include the percentage asset 
allocation of investments within the Fund’s  
default arrangements, including lifestyles and 
additional defaults.

Total Expense Ratio (TER) consists principally of 
the manager's annual charge for managing and 
operating a fund but also includes the costs for 
other services paid for by the fund, such as the legal 
costs, registration fees and custodian fees.

Transaction costs are the expenses associated with 
a member trading in and out of a fund as well as 
the investment manager trading a fund’s underlying 
securities, including commissions and stamp duty. 

Asset class

Growth Phase Drawdown Annuity Cash

% Allocation

Members more than 
8 years away from 

retirement1
Members at retirement2

Cash 0.64 25.78 25.00 100.00

Bonds(a) 22.80 45.70 75.00 0.00

Listed Equity 69.60 24.47 0.00 0.00

Private Equity 0.00 0.00 0.00 0.00

Property 0.00 0.00 0.00 0.00

Private Debt 0.00 0.00 0.00 0.00

Infrastructure 0.00 0.00 0.00 0.00

Other 6.96 4.05 0.00 0.00

Total 100.00 100.00 100.00 100.00

1 �All three lifestyles invest in the Mercer Growth Fund until 8 years before the target retirement date (we have assumed 
age 65 so the allocation at age 25, 45 and 55 would be the same), before “de-risking” into different funds dependent 
on what the member is targeting at retirement. For information, 25, 45 and 55 are the age points that The Pensions 
Regulator require to be used when disclosing the expected returns in this Chair's Statement.

2 �Normal Retirement Age is 65 years, members can actively change this, however the end point asset allocation would 
remain the same. Likewise if a member remained invested past this age.

(a) Bonds allocation include Corporate, Government and Other Bonds.

Lifestyle
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Additional Defaults 

Asset class

% Asset Allocation as at 31 December 2025
Mercer 

Moderate 
Growth

Mercer Growth Mercer High 
Growth

Mercer Active 
Global Equity

Mercer Active 
UK Property

Mercer Active 
Money Market

Cash 1.05 0.64 0.66 0.00 0.00 100.00

Bonds(a) 48.07 22.80 24.11 0.00 0.00 0.00

Listed Equity 46.93 69.60 74.71 100.00 0.00 0.00

Private Equity 0.00 0.00 0.00 0.00 0.00 0.00

Property 0.00 0.00 0.00 0.00 100.00 0.00

Private Debt 0.00 0.00 0.00 0.00 0.00 0.00

Infrastructure 0.00 0.00 0.00 0.00 0.00 0.00

Other 3.95 9.60 0.52 0.00 0.00 0.00

Total 100.00 100.00 100.00 100.00 100.00 100.00

(a) Bonds allocation include Corporate, Government and Other Bonds.

Asset class

% Asset Allocation as at 31 December 2025
Mercer Passive 

Emerging 
Markets Equity

Mercer Passive 
UK Equity

Mercer Passive 
Overseas Equity

Mercer Passive 
Sustainable 

Global Equity

Mercer Passive 
UK Corporate 

Bond

Mercer Index 
Linked Gilts

Cash 0.00 0.00 0.00 0.00 0.00 0.00

Bonds(a) 0.00 0.00 0.00 0.00 100.00 100.00

Listed Equity 100.00 100.00 100.00 100.00 0.00 0.00

Private Equity 0.00 0.00 0.00 0.00 0.00 0.00

Property 0.00 0.00 0.00 0.00 0.00 0.00

Private Debt 0.00 0.00 0.00 0.00 0.00 0.00

Infrastructure 0.00 0.00 0.00 0.00 0.00 0.00

Other 0.00 0.00 0.00 0.00 0.00 0.00

Total 100.00 100.00 100.00 100.00 100.00 100.00

(a) Bonds allocation include Corporate, Government and Other Bonds.
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Asset class

% Asset Allocation as at 31 December 2025

Mercer Passive Fixed 
Interest Gilts

Mercer Diversified 
Growth

Mercer Diversified 
Retirement Mercer Pre-Retirement

Cash 0.00 0.78 1.04 0.00

Bonds(a) 100.00 26.08 60.93 100.00

Listed Equity 0.00 48.57 32.63 0.00

Private Equity 0.00 4.95 0.00 0.00

Property 0.00 4.97 0.00 0.00

Private Debt 0.00 0.00 0.00 0.00

Infrastructure 0.00 0.00 0.00 0.00

Other 0.00 14.65 5.40 0.00

Total 100.00 100.00 100.00 100.00

(a) Bonds allocation include Corporate, Government and Other Bonds.

The following describes the types of investments covered by the above asset classes:

•	� Cash – Cash and assets that behave similarly to 
cash e.g. treasury bills. It only includes invested 
cash and not the cash balance held by the Fund.

•	 �Bonds – Loans made to the bond issuer, usually  
a government or a company, to be repaid at a later 
date. 

•	 �Listed Equity – Shares in companies that are listed 
on global stock exchanges. Owning shares makes 
the Fund a part owner of the company, entitled to 
a share of the profits (if any) payable as dividends. 

•	� Private Equity – Unlisted equities that are not 
publicly traded on stock exchanges. Encompasses 
a broad range of investment styles, including:

	 –� Venture Capital – Small, early-stage businesses 
that may have high growth potential, albeit at 
significant risk. 

	 –� Growth Equity – Relatively mature companies 
that are going through a transformational event 
with potential for growth.

•	 �Property – Real estate, potentially including 
offices, retail buildings which are rented out to 
businesses.

•	 �Infrastructure – physical structures, facilities, 
systems, or networks that provide or support 
public services including water, gas and electricity 
networks, roads, telecommunications facilities, 
schools, hospitals, and prisons.

•	� Private Debt – Other forms of loan that do not fall 
within the definition of a ‘Bond’.

•	 �Other – Any assets that do not fall within the 
above categories.



Appendix III: Further detail on the controls and processes 
for core financial transactions
The Fund administrator records all member 
transactions and benefit processing activities in a 
work management system which assigns the relevant 
timescale to the task.

The processes adopted by the administrator to help 
meet the SLAs include:

•	� Transactions recorded and monitored on the 
workflow system.

•	� Member transactions are independently checked 
via a quality queue within the workflow process. 
Each transaction event has several specific  
pre-configured system quality steps in the 
workflow process. At each quality step once an 
administrator completes a manual calculation, 
inputs data, or runs an automated process this 
is sent to the quality queue to be picked up by 
an authorised member of the team to check and 
authorise electronically. 

•	� Investment deadline (3 working days) on receipt 
of DC contributions (from receipt of reconciled 
and validated contribution data and money) hard-
coded into workflow system which feeds into a 
central investment cycle spreadsheet which is 
monitored and reviewed to highlight exceptions.

•	� Daily monitoring of bank accounts (and separate 
cheque receipt log, which is reconciled daily and is 
maintained by a central treasury team).

•	� Two individuals checking all investment and 
banking transactions.

•	� Monthly reconciliation of contributions received.

•	� Input onto the administration system and any 
subsequent changes approved by an authorised 
individual.

Fund SLAs are as follows:

SLA Transaction type

3 working days Contribution Processing

5 working days Investment Transactions

8 working days Deaths

10 working days Retirements

10 working days Transfers out

10 working days Transfers in

As a wider review of the Fund administrator, the 
Trustee receives details of the administrator’s 
control procedures that govern the accuracy of their 
processes. The administrator employs an independent 
auditor to prepare an annual report on their internal 
controls (AAF01/20/ ISAE 3402). The 2024 report, 
which has been shared with the Scheme Secretary, 
confirmed that the administrator’s description of 
services was fairly presented and that controls were 
designed, implemented, and operated effectively 
throughout the review period. 

The Trustee also monitors the accuracy of the Fund’s 
common data annually. Common data refers to the 
11 pieces of data needed so that a member can 
be uniquely identified and The Pensions Regulator 
expects that all schemes should hold this data for 
all members (for example name, date of birth and 
gender). A summary report is received from the Fund 
administrator. Reasons for any decline in common 
data score are considered as are the remedial 
measures available to the Trustee. 

The Payment Schedule sets out timescales for the 
Company to remit monthly contributions to the Fund. 
However, agreed practice provides for payment of 
contributions in advance of these timescales. The 
deduction and payment of contributions is reviewed 
by the Trustee on an ongoing basis. 

The Trustee also appoints an independent auditor 
to carry out an annual audit of the Fund, including a 
sample of the core financial transactions which have 
taken place during the Fund year.

18
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Appendix IV: Further information about Charges and 
Transaction Costs 
Total Expense Ratio (TER) consists principally of 
the manager's annual charge for managing and 
operating a fund, but also includes the costs for other 
services paid for by the fund, such as the legal costs, 
registration fees and custodian fees.

Transaction costs are the expenses associated with 
a member trading in and out of a fund as well as 
the investment manager trading a fund’s underlying 
securities, including commissions and stamp duty.

Lifestyles

Investment Strategy Mercer Funds TER (% p.a.) Transaction Cost(c) (% p.a.) 

Growth phase(a) Mercer Growth 0.206 0.098

Mercer SmartPath  
Drawdown(a)

Target Drawdown 2026 0.268 0.088

Target Drawdown 2027 0.275 0.092

Target Drawdown 2028 0.270 0.097

Target Drawdown 2029 0.259 0.097

Target Drawdown 2030 0.248 0.097

Target Drawdown 2031 0.238 0.097

Target Drawdown 2032 0.227 0.098

Target Drawdown 2033 0.217 0.098

Drawdown Retirement 0.266 0.088

Mercer SmartPath  
Annuity(b)

Target Annuity 2026 0.120 0.004

Target Annuity 2027 0.141 0.015

Target Annuity 2028 0.150 0.026

Target Annuity 2029 0.169 0.037

Target Annuity 2030 0.181 0.049

Target Annuity 2031 0.191 0.061

Target Annuity 2032 0.203 0.074

Target Annuity 2033 0.214 0.086

Annuity Retirement 0.112 0.004

Mercer SmartPath  
Cash(b)

Target Cash 2026 0.153 0.016

Target Cash 2027 0.185 0.036

Target Cash 2028 0.207 0.056

Target Cash 2029 0.229 0.077

Target Cash 2030 0.229 0.097

Target Cash 2031 0.224 0.097

Target Cash 2032 0.218 0.098

Target Cash 2033 0.212 0.098

Cash Retirement 0.130 0.016
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Self-select investment options

Risk Profiled Funds TER (% p.a.) Transaction Costs(c) (% p.a.)

Mercer Defensive 0.264 0.112

Mercer Moderate Growth(b) 0.226 0.116

Mercer Growth(b) 0.206 0.098

Mercer High Growth(b) 0.218 0.122

Self-select investment options

Building Block Funds TER (% p.a.) Transaction Costs(c) (% p.a.)

Mercer Active Global Equity(b) 0.644 0.202

Mercer Active UK Property(b) 0.685 0.007

Mercer Active Money Market(b) 0.130 0.016

Mercer Passive Emerging Markets Equity(b) 0.176 0.150

Mercer Passive Overseas Equity(b) 0.075 0.045

Mercer Passive Overseas Equity Hedged 0.100 0.000

Mercer Passive Sustainable Global Equity(b) 0.118 0.030

Mercer Passive UK Equity(b) 0.068 0.183

Mercer Passive UK Corporate Bond(b) 0.075 0.019

Mercer Passive Over 5 Years Index-Linked Gilts(b) 0.069 0.014

Mercer Passive Over 15 year Gilts(b) 0.069 0.067

Mercer Inflation Linked Pre-Retirement 0.105 -0.020

Mercer Pre-Retirement(b) 0.105 0.000

Mercer Diversified Growth(b) 0.314 0.117

Mercer Diversified Retirement(b) 0.281 0.096

Mercer Shariah 0.190 0.010

Source: Scottish Widows. 

The TER includes the annual management charge and the additional fund expenses as at 31 December 2025 unless 
otherwise stated.

(a) �Current Default investment option.
(b) �Technical default investment option.
(c) �Due to the way in which transaction costs are calculated, they can be negative or positive in nature and so in practice the 

total charge would be less; a negative figure is effectively a gain from trading activity, whilst a positive figure is effectively an 
additional cost from trading activity. 
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Mercer  
Moderate Growth Mercer Growth Mercer  

High Growth
Mercer Active UK 

Property
Mercer Active  
Money Market

Mercer Passive 
Emerging Markets 

Equity

Mercer Passive 
Overseas Equity

Year 
End

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

1 £68,843 £68,599 £68,858 £68,612 £68,849 £68,604 £68,773 £68,289 £67,521 £67,423 £70,052 £69,884 £70,023 £69,957

5 £115,029 £113,368 £115,130 £113,455 £115,067 £113,403 £114,540 £111,282 £106,129 £105,508 £123,759 £122,535 £123,539 £123,062

10 £179,521 £174,976 £179,805 £175,216 £179,628 £175,072 £178,157 £169,339 £155,628 £154,054 £204,899 £201,279 £204,235 £202,823

15 £252,242 £243,364 £252,806 £243,834 £252,454 £243,553 £249,542 £232,500 £206,593 £203,736 £304,506 £296,889 £303,091 £300,118

20 £334,028 £319,116 £334,987 £319,905 £334,389 £319,432 £329,444 £301,111 £259,124 £254,653 £426,267 £412,506 £423,685 £418,308

25 £425,790 £402,860 £427,283 £404,072 £426,352 £403,345 £418,679 £375,543 £313,325 £306,907 £574,582 £551,832 £570,278 £561,379

30 £528,529 £495,271 £530,715 £497,026 £529,351 £495,973 £518,134 £456,188 £369,307 £360,607 £754,700 £719,232 £747,942 £734,054

35 £643,333 £597,079 £646,403 £599,512 £644,487 £598,052 £628,775 £543,460 £427,183 £415,864 £972,885 £919,857 £962,716 £941,931

40 £771,394 £709,069 £775,566 £712,336 £772,962 £710,375 £751,651 £637,801 £487,073 £472,794 £1,236,609 £1,159,778 £1,221,789 £1,191,642

45 £914,011 £832,084 £919,542 £836,362 £916,089 £833,794 £887,902 £739,678 £549,103 £531,519 £1,554,785 £1,446,149 £1,533,713 £1,491,043

48 £1,007,153 £911,561 £1,013,637 £916,539 £1,009,589 £913,550 £976,583 £804,627 £587,403 £567,667 £1,776,168 £1,643,718 £1,750,395 £1,698,338

Appendix V: Additional illustrations of the effect of costs 
borne by members
Projected Pot sizes in Today's Terms (with future contributions)
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Mercer Passive 
Sustainable Global 

Equity

Mercer Passive UK 
Equity

Mercer Passive UK 
Corporate Bond 

Mercer Passive  
Over 5 Years Index-

Linked Gilts

Mercer Diversified 
Growth

Mercer Diversified 
Retirement

Mercer  
Pre-Retirement

Year 
End

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

Pot Size 
with no 
Charges 
Incurred

Pot Size 
with 

Charges 
Incurred

1 £70,030 £69,926 £70,067 £69,958 £68,780 £68,708 £70,653 £70,585 £68,881 £68,535 £68,841 £68,561 £70,012 £69,937

5 £123,597 £122,840 £123,873 £123,078 £114,588 £114,100 £128,318 £127,806 £115,297 £112,943 £115,011 £113,114 £123,462 £122,914

10 £204,410 £202,169 £205,242 £202,883 £178,291 £176,955 £218,919 £217,343 £180,272 £173,832 £179,473 £174,285 £204,003 £202,383

15 £303,465 £298,747 £305,238 £300,264 £249,806 £247,193 £334,976 £331,527 £253,734 £241,161 £252,146 £242,024 £302,598 £299,187

20 £424,367 £415,839 £427,605 £418,595 £329,892 £325,498 £482,953 £476,475 £336,567 £315,461 £333,864 £316,881 £422,786 £416,624

25 £571,413 £557,308 £576,815 £561,881 £419,372 £412,610 £670,922 £659,786 £429,743 £397,300 £425,537 £399,446 £568,781 £558,591

30 £749,723 £727,724 £758,210 £734,870 £519,146 £509,330 £908,964 £890,910 £534,324 £487,289 £528,158 £490,355 £745,594 £729,706

35 £965,395 £932,489 £978,174 £943,190 £630,190 £616,527 £1,209,670 £1,181,590 £651,475 £586,086 £642,812 £590,292 £959,187 £935,430

40 £1,225,690 £1,177,991 £1,244,328 £1,193,510 £753,566 £735,140 £1,588,758 £1,546,416 £782,468 £694,393 £770,686 £699,989 £1,216,652 £1,182,225

45 £1,539,256 £1,471,783 £1,565,775 £1,493,735 £890,430 £866,190 £2,065,854 £2,003,520 £928,700 £812,968 £913,073 £820,234 £1,526,419 £1,477,735

48 £1,757,172 £1,674,886 £1,789,620 £1,701,652 £979,540 £951,243 £2,409,110 £2,331,233 £1,024,383 £889,375 £1,006,053 £897,794 £1,741,480 £1,682,119



(Inflation refers to a general rise in the level of prices sometimes referred to as the rise in the cost of living. Some funds 
may have assumed returns below inflation, this means that overtime the cost of living could outstrip the investment 
returns - this is typically for low growth, low risk funds such as cash).
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Notes:

1.	 The investment return assumptions used for these illustrations reflect volatility over the last 5 years to September 
2025 and due to market movements over this period this has resulted in some funds, such as bonds and gilts, having a 
higher than typically expected future return assumption. 

2.	 Projected pension pot values are shown in today’s terms. 

3.	 The starting pot size is assumed to be £58,000.

4.	 Contributions, starting at £819 per month, are assumed from age 17 to 65. 

5.	 Inflation is assumed to be 2.5% p.a.

6.	 Salary is assumed to increase by 1.0% p.a. above inflation.

7.	 Values shown are estimates and are not guaranteed. 

8.	 Projected Growth Rates less inflation (gross of fees) for each fund: 

Mercer Moderate Growth: 1.63% Mercer Active Money Market: 0.49%

Mercer Growth: 1.65% Mercer Passive Emerging Markets Equity: 3.57%

Mercer High Growth: 1.64% Mercer Passive Overseas Equity: 3.52%

Mercer Active UK Property: 1.52% Mercer Passive Sustainable Global Equity: 3.53%

Mercer Passive UK Equity: 3.59% Mercer Passive UK Corporate Bond: 1.53%

Mercer Passive Over 5 Years Index-Linked Gilts: 4.53% Mercer Diversified Growth: 1.69%

Mercer Diversified Retirement: 1.62% Mercer Pre-Retirement: 3.50%
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Appendix VI: Additional Net Performance Return
The tables below show performance, net of all charges and transaction costs, for the additional funds invested in 
by members during the Fund year. 

Alternative Lifestyle 
Strategies Fund

1 Year  
Net Annualised Returns to 

31 December 2025  
(%)

5 Year  
Net Annualised Returns to  

31 December 2025  
(%) 

Growth phase 
(until 8 years to retirement) Mercer Growth 13.0 6.3

Mercer SmartPath Annuity(a) 

(in respect of members within  
8 years to retirement)

Target Annuity 2026 5.5 -1.2

Target Annuity 2027 6.5 0.3

Target Annuity 2028 7.5 1.8

Target Annuity 2029 8.5 3.3

Target Annuity 2030 9.5  3.8(b)

Target Annuity 2031 10.5 12.6(b)

Target Annuity 2032 11.5 11.5(b)

Target Annuity 2033 12.4(b) -

Annuity Retirement 5.2 -3.6

Mercer SmartPath Cash(a)

(in respect of members within  
8 years to retirement)

Target Cash 2026 4.9 1.7

Target Cash 2027 6.6 2.5

Target Cash 2028 8.4 3.7

Target Cash 2029 10.1 4.8

Target Cash 2030 11.5 5.1(b)

Target Cash 2031 11.9 8.1(b)

Target Cash 2032 12.3 12.1(b)

Target Cash 2033 12.7(b) -

Cash Retirement 4.3 3.1

Self-Select Investment Funds

Risk Profiled Funds
1 Year  

Net Annualised returns to  
31 December 2025 (%)

5 Year  
Net Annualised Returns to 

31 December 2025 (%)

Mercer Defensive 7.1 1.0

Mercer Moderate Growth(a) 10.8 4.2

Mercer Growth(a) 13.0 6.3

Mercer High Growth(a) 13.2 7.3
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Self-Select Investment Funds

Building Block Funds
1 Year  

Net Annualised returns to  
31 December 2025 (%)

5 Year  
Net Annualised Returns to 

31 December 2025 (%)

Mercer Active Global Equity(a) 15.3 10.8

Mercer Active UK Property(a) 5.3 4.3

Mercer Active Money Market(a) 4.3 3.1

Mercer Passive Emerging Markets Equity(a) 24.7 3.9(b)

Mercer Passive Overseas Equity(a) 14.0 12.7

Mercer Passive Overseas Equity Hedged 20.6 11.9(b)

Mercer Passive Sustainable Global Equity(a) 13.0 12.1(b)

Mercer Passive UK Equity(a) 20.6 10.1

Mercer Passive UK Corporate Bond(a) 6.8 -1.2

Mercer Passive Over 5 Years Index-Linked Gilts(a) 0.5 -9.8

Mercer Passive Over 15 year Gilts(a) 3.8 -12.1(b)

Mercer Inflation Linked Pre-Retirement 3.0 -7.8

Mercer Pre-Retirement(a) 5.5 -6.0

Mercer Diversified Growth(a) 10.7 5.7 

Mercer Diversified Retirement(a) 9.6 3.8 

Mercer Shariah 13.0 14.9 

Source: Performance shown net of all charges and transaction costs. Performance has been calculated based on a fixed 
weighted average of underlying fund performance in the lifestyle. The growth phase is the same for all lifestyles

Members are invested in the growth phase of each lifestyle strategy until 8 years from retirement. Therefore, the 
one year return is expected to be consistent at age 25, 45 and 55 and therefore these ages have not been disclosed 
separately. For information, 25, 45 and 55 are the age points that The Pensions Regulator require to be used when 
disclosing the expected returns in this Chair's Statement.

For those members within 8 years to retirement the date of the fund corresponds to the year they are intending to retire. 
Over time the expected performance of the fund will change as the member approaches their selected retirement age 
and the investments change as described in the graph on page 4.

A member intending to retire in 2032, targeting Annuity in retirement will have entered the de-risking investment phase 
at the beginning of 2025 with their funds moving from the Mercer Growth Fund to the Mercer Smartpath Target Annuity 
2032 Fund and would have experienced a net return of 6.0% p.a. for the five years to 31 December 2025.

A member intending to retire in 2032, targeting Cash in retirement will have entered the de-risking investment phase at 
the beginning of 2025 with their funds moving from the Mercer Growth Fund to the Mercer Smartpath Target Annuity 
2032 Fund. This means they would have experienced a net return of 6.1% p.a. for the five years to 31 December 2025.

(a) �Technical Defaults.
(b) �Since inception performance shown (date first invested in the fund) is shown on page 25.
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Mercer Fund Name Since Inception date

Target Annuity 2030 Retirement 02/02/2022

Target Annuity 2031 Retirement 30/10/2023

Target Annuity 2032 Retirement 26/01/2024

Target Annuity 2033 Retirement 27/01/2025

Target Cash 2030 Retirement 02/02/2022

Target Cash 2031 Retirement 27/01/2023

Mercer Fund Name Since Inception date

Target Cash 2032 Retirement 26/01/2024

Target Cash 2033 Retirement 27/01/2025

Passive Emerging Markets Equity 04/09/2021

Passive Overseas Equity Hedged 15/04/2021

Passive Sustainable Global Equity 26/03/2021

Passive Over 5 Years Index-Linked Gilts 28/04/2021
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Appendix VII: Trustee knowledge and understanding 
Activities during the year
The Trustee has undertaken regular formal training 
throughout the year including but not limited to:

•	� Value for members assessments

•	� Member Communications

•	� Single Code of Practice, including ESOG 
requirements

•	� Task Force on Climate-Related Financial Disclosures 

•	� Member Engagement

•	� Chair’s Statement Requirements

•	� Implementation Statement Requirements

During the period, the Trustee undertook a number 
of activities that involved giving consideration 
to pensions and trust law, the Fund’s governing 
documents and the DC Investment Strategy.  
This allowed them to exercise their knowledge 
and understanding and to further strengthen 
their capabilities, for example, by developing their 
knowledge and understanding of the relevant 
principles relating to the funding and investment of 
occupational pension schemes. Additional training 
requirements that have been met during the period 
to which this Statement relates are as follows:

Requirement – The Trustee must 
describe and demonstrate:

How this was met during the year

A working knowledge of the Trust 
Deed and Rules.

The Trustee is conversant with, and has demonstrated a working knowledge of, 
the Trust Deed and Rules by:

•	� Exercising their discretion when considering payment to beneficiaries in line 
with the Rules.

•	� Understanding rules (with legal advice where required) with regards to the 
administration of the Fund.

If there are any ambiguities over the interpretation of the Rules legal advice is 
sought from the Fund’s legal advisers.

A working knowledge of the 
current Statement of Investment 
Principles (SIP).

The Trustee is conversant with, and has a working knowledge of, the current SIP, 
which was last reviewed in June 2024 and updated to include the Trustee’s policy 
on illiquid assets.  

The Trustee undertakes regular training on investment matters and is 
comfortable that the Trustee Directors have sufficient knowledge of investment 
matters to be able to challenge their adviser. 

During the year, the Trustee has demonstrated this by discussing the DC 
investment performance at each quarterly Trustee meeting as well as considering 
its policies detailed within the SIP.
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Requirement – The Trustee must 
describe and demonstrate:

How this was met during the year

A working knowledge of all 
documents setting out the 
trustees’ current policies.

The Trustee Directors considered a number of scheme documents and member 
communications (containing their policies) including: 

•	� The drafting of the Implementation Statement.

•	� A number of refreshed Fund policies with input from their advisors.

•	� Services and communications through the Fund’s Pension Decision Service.

The Communications Working Group continued to meet at least quarterly, 
considering the Fund’s engagement strategy focusing both on e-communications 
such as email communications, personalised videos and retirement and guidance 
tools available to members in the approach to retirement, including making 
Mercer Retirement Services available to members aged 40 and over.

The Trustee has a rolling review of the scheme documentation and policies in 
place to ensure that these are kept up to date and reviewed regularly with time 
set aside at each Trustee meeting to consider these as appropriate. 

That they have sufficient 
knowledge and understanding of 
the law relating to pensions and 
trusts.

During the Scheme year the Trustee has undertaken ongoing training to keep 
abreast of relevant developments. This included: 

•	� Quarterly briefings on changes to Pensions law and their possible impact on 
the Fund such as: 

       – �Single Code of Practice requirements.

       – �Pension Dashboard requirements.

•	� Structured Trustee training sessions covering topics such as general  
code updates.

•	� TCFD progress monitoring.

The Trustee Directors consider their training needs at each quarterly meeting 
aligning this with the Single Code of Practice.

That they have sufficient 
knowledge and understanding 
of the relevant principles relating 
to the funding and investment of 
occupational scheme.

During the year the Trustee reviewed: 

•	� Taskforce for Climate-Related Financial Disclosures metrics and reporting.

•	� The current DC investment arrangements of the Fund.

•	� How the Fund supports members as they approach retirement.

The Trustee receives regular updates from their advisers on funding and 
investment matters and these are considered not only at the quarterly 
Investment Committee meetings, but also the quarterly Trustee meetings as 
standing items.

That their combined knowledge 
and understanding, together with 
available advice, enables them to 
properly exercise their functions.

During the year, the Trustee Directors, working with their advisers undertook a 
number of activities that involved giving detailed consideration to pensions and 
trust law, and the Fund’s governing documents.
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