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The Professional Golfers’ Association Ltd No.2 Retirement and Death Benefits
Scheme {the “Scheme”)
Annual Chair’s Statement for year ended 31 December 2023 prepared in accordance with
Regulation 23 of the Occupational Pension Schemes {Scheme Administration)
Regulations 1996 (the "Regulations") - Policy F22582

As Chair of Trustees, itis my pleasure-to report ta you on how the Trustees have embedded the required minimum
governance standards over the year to 31 December 2023,

This statement covers four principal areas:

. Investment with particular focus on a Scheme’s default investment arrangements.

9 Internal controls, with particular focus en the processing of core financial transactions.

. 'Value, with particular focus on charges and transaction costs deducted from members’-funds.

. The knowledge and resources available ta the Trustees, and how these help the Tristees ensure that the

Scheme.is governed efféct'iv'eiy.
A, Default Investment Arrangement

The Scheme is not a qualifying arrangement for auto-enrolment compliance purpases. Further, the Scheme.is
closed fo hew mernbers and néw contributions. The only investment option available in the Scheme is a With
Profits Fund.

The default option i_s.not'a-typica[ default optioni.e. onein w'hich.-member_s"contri_butipns.were'or_:ce allocated in
the absence of a decision — it'is captured by the latest definition of default-options (whereby members’ monies
were. once aliocated without an active decision in the past). The arrangement is & legacy With Profits Fund
‘arrangement provided by Aviva (formerly Friends Life) - the Aviva FP With Profits Fund {NGP:Pre Demutualisation)
- and is not expected to change year on year,

The last formal investment strategy review took place on 3 December 2021. No changes were implemented
'foliowing this. review and the investment objectives were confirmed as appropriate for the membership. The
review. included analysis of the membership and. projections of potential member pot sizes. to support
recommendations.. The next investment strategy review will be-undertaken in Q4 2024. This Scheme is closed to
new members and riow consists only. of deferred members. The investment return of the With Profits funds
‘depends on a number of factors including:

e Different guarantees which. are depéndent on whern a member stafted contributing ‘or when each
contribation was actually invested.

s Payouts an surrender.

. Any augmentation for guaranteed terms and after the effect of ‘smoothing’. In-years when investment
performance is high, some: of the return is held back to ‘top-up’ returns when lower performance
oceurs. At the point a specific member disinvests,.smqothing'm'ay reduce or increase the payout relative
to the underlying investment performance of theassets, thereby reducing investment risk for the individual
investor and providing a steadier pattern of return. The returns from smoothing are not guaranteed.
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. Application of a Market Valie Adjustment at “non-contractual” exit, which means that it is very difficult to
predict whethera member will suffer an exit penalty on transfer out to ancther arrangement,

A nutnber of these benefits are only re'a_l'ised when the member reaches retirement. The Trustees’ view is-that it
would not be in members’ best interests to disinvest from this arrarigement as the policies within the Scheme
have final bonuses and Market Value Reductions {MVR) could apply ‘on death before Normal Retirement Date
(NRD} which is 65 years. Disinvesting could trigger the loss of final boriuses: or a reduction in policy value. No
changes were made following the review and the Trustees expect the numbers impacted to reduce over time as
they take their benefits.

‘The Trustees are comfortable that the default option is consistent with the objectives stated in the Statemerﬁ_: of
Investment Principles. There have been no material changes to the membership during the year and therefore
the Trustees are-of the view that fo changes were required.

2. Core financial Transactions

The requirements of regulations have been met and core financial transactions have been processed ‘promptly
and accurately:

The Trustees have-appointed a professional third-party administrator; Aviva.

Service levels from.Aviva are monitored by the Trustees and a report is received annually from Aviva. The overalt
SLA achievement'in the period {for both financial & non-financial demands} is 96%. For Core Financial Transactions
only, overall SLA achievement.is 200%.

There was & change in the volume of demands of 1% from 1 January 2023:to 31 December 2023, and this is not
considered to be a significant change.

The Trustees continue to challenge Aviva in relation to any concerns:during the year and this remains an.ongoing
discussion at Trustees’ meetings with a:granular review undertaken at the Q4 2023 Trustees” meeting where Aviva
present their annuai governance report,

The Trustees discuss cases of retirement and transfers regularly at Trustees’ meetings to ensure cases are
‘progressed on time-and any barriers.are avercome.

"There are close working links between iritefnal Finance, Human Resources and Payroll teams as well as:the
Trustees’ advisers, Mercer; and Avivain order to.respond to the member queries when they are raised.

The Trustees.consider individual cases at each Trustees’ meeting.to verify that leavers and retirement requests
have been processed promptly and accuratély. Caseés-where this has not occurred have:been limited and have
baen highlighted by the Trustees. The Trustees seek to verify where members are requesting transfers to ensure,
“as far as possible, that they are not victims of pensioh scam activity.

-The Trustees also appaint an i'ndeperident_au_ditor to carry out an annuai audit of the Scheme, including the core
financial transactions that have taken place during the Scheme year.

‘3. Charges and Transaction Costs

Due to the way in which the With Profits Fund is structured; any fee is charged as-an implicit fee within the bonuses
declared and, as such, it-has not been possible to ascertain the fee charged for members of the Schame.
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In addition to investment managers’ expensesincludad in the TER, investment funds. are subject to other implicit
costs, such as the investment manager's expenses associated with trading-a fund’s underlying securities, including
commissions and stamp duty. Thesé éxpenses are not explicitly deducted from the fund but are captured by a
reduction in investment returns.

The Financial Conduct -Autharity has provided guidance {P$17/20) to'investment managers regarding calculations
and disclosures of transaction costs which comply with the updated Regulations. The Trustees fully suppaort
transparency of costs for membiers and has requested this-from Aviva in relation to these funds.

Providing a m_eani'ngful'illust_rat_ion'for With-Profits Fund and its peers is extremely chalfenging dueto the workings
and the transparéncy available from providers. It is important to understand how these funds work:

» Each With-Profits Fund offers differ_eht'term's.and guarantees anid, hence, will invest very differently from
one another, which in turn irnp‘ac-_ts’_fhe perforrance received _throug__h pay-outs. ladeed, a specific With-
Profits Fund will often provide different guarantees dependent on when a member started contributing or
when each contribution was actual'ly invested.

. Specific With-Profits Fund will often provide different guarantees dependent on when a member started
-contributing or when each contribution was actually invested. The available universe of With-Profits funds
is not sufficiently alike to enable refative assessments based on jusi-past or even potential performance.

. ‘Payouts’ on surrender and maturity will reflect all charges incurred, though they are not separately
identified. Moreover, the actual performance received by memibers, net.of charges, is only ever known.
upon maturity/surrender, after any augmentation for guaranteed terms and after the effect of ‘smoothing’.

L] ‘Smoothing’ is an additiorial comfort factor within With-Profits Funds. In yeéars when investmert
performance is high, some of the return is held back to ‘top-up’ returns when lower performance
occurs. Hence, at the point a specific member disinvests, smoothing may. reduce or increase the payout
relative to the under_iyi'ng-.inves,'tment performance of the assets, thereby reducing investment risk for the
individual investor and providing a steadier pattern of return. Insurers are reguired to stipulate that the
payout in the event of early disinvestment will fall within a specified.percentage of the underlying share of
‘the assets attributable to the specific investor, These ranges are targets; they are not guaranteed.

. Finally, With-Profits investments may be subject to a Market Value Adjustment, which means that it is.very
-difficult to predict whether a member will suffer an exit penaity on tra‘nsfer out to a_ndther-arra‘ngem_ent.

Given the nature of the investment, the Trustees have been unable to separately identify the costs and charges
-associated in rélation to transactions, having made efforts to obtain this from the provider. The Trustees’ advisers
will continue to engage with the provider in order to try and change this in future.

Assessing value for money on.a With#_’_rqﬁt_s Funds:is therefore directly related to an individual's attitude towards,
and capacity for, investment risk, as well:as their individual circumstances. A fmeimber may find comfort in the
fact that a with-profits fund provides guarantees; whether that is a guaranteed pension, investment return or
“just” capitaf security.

Taking these’ I'imitations_ above, the Trustees have taken the view that the best way to provide good value to
members i§ to maintain the policies and avoid the risk -of members losing out on the returns that are contracted
‘under the palicies.



The Professional Golfers’ Association Ltd
No. 2 Retirement and Death Benefits Scheme

.Disclosures of the impact of costs and charges:

‘Using assumptions on cos'ts-a_ncl 'cha_r_ges_ and in accordance with Regula_t_io_n_23{1]'_'[ca) ofthe reguiations; asinserted
by the 2018 Regulations, the Trustees have prepared an illustration detailing the impact of the costs and charges
typically paid by a member of the Scheme on their retirement savings -p_ot.' The statutory guidance provided has
been considered when providing these examples. We have assumed a total cost to members of 0.65% p.a. for the
purposes of the-itlustration and a return assumption based on the availzble asset-allocation:

The below illustration has taken into account the following elements:

Savings pot size;

Real terms investment return gross of costs-and charges;
Adjustment for the effect of costs and charges; and
Time.

To illustrate the impact of charges on a typical member’s pension pot, we have provided an example below::

'5,250,00 5,215.88
3 5,788.13 5,675.99.
! 6,381.41 6,176.69
10 8,144.47 7.630.30
15 10,294.64 9,426.00
20 13,266.49 11,644.30

Projected pension pot values are shiown in today’s terms:

Projected pension pot values are showri irireal terms.

- Inflation increases are assumed to be:2.5% p:a.

The starting pot size is assumed-to be £5000 for a member that is aged 45, which is apprapriate forthe.
‘typical member:

All Scheme mernhers dré deferred therefore no: aliowance has been:made for future: contrlhutlons

‘Costs.and transaction. charges are-assumed tobe 0.65%p.a..

The return assumptions have been calculated-based on the Growth rate assumptions prov;ded by Aviva.
for the NGP Pre Demutualisation Fund ofS%

No allowance for guarantees; smoothing or:marketvalue adjustments.

4. Return on Investments

The Occupational Pension Schemes (Administration, Investment, Charges and ‘Governance) (Amendment}
Regulations 2021 {“the 2021 Regulations’) introduced new requirements for trustees of ‘refevant’ occupational
pension schemes,

From 1 0_ct6ber 2021, trustees of all relevant pensidn schemes have been required to calculate and state the
return on investments from their default and ‘self-select funds, net of transaction costs and charges.. This
information must be recorded in the annuat chair’s statement and published on a publicly accessible website.
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The tahles below show performance of the Aviva fund which is available to Scheme membets,

Aviva FP With Profits Fund {NGP'Pre 33 a4
Demutualisation) - .

-Source: Aviva gs at 31 December 2023,

5,. Asset Allocation Disciosure

. The Occupational Pension Schemes (Adminis_t'rati_on,_In\_fes'_tme_nt, Charges and Governance} and Pensions
Dashboards {Amendment) Regulations 2023 ["the 2023 Regulations”) introduced new-requirements for tfustees

and managers of certain occupational pensien schemes.

. For the first scheme year that ends after 1 October 2023, trustees or managers of relevant occlpationat
pension: schemes, are required to disclose their full ‘asset aliocations of investments from their default
“arrangements.

Thereare currently no performance-based fees b_ein_g charged for the.Scheme as at 31 December 2023,

parcentage allocatio arige A
Listed Equities 40.50%
‘Other Bonds _ 33.80%

Government Bonds 15.30%
Property/Real Estate 9.60%
Cast 0.80%
‘Corporate Bonds 0.00%
Private Equity 0.00%
Infrastructure '0,00%.
Private Debt/Credit 0.00%
Other 0.00%

Source::Aviva as at 31 December2023.

Notes:
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 heid by the Scheine.

Bonds - Loans made to the bond issuer, usually 2 government or a company, to be.repaid at a later date. Other
Bands in the table above refers to “Fixed interest — other bonds”,

Listed Equity — Shares in companies that are listed on global stock exchanges, Owning shares makes the Scheme
a part owner of the company, entitled to a share of the profits.{if any) payable as dividends.
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Private Equity — Unlisted equities that are not publicly traded on stock-exchanges. Encommpasses a broad range of
investment styles, including for example: Venture Capital, Growth Equity, Buyoutfunds.

Infrastructure — Physical structures, facilities, systems, or natworks that provide or support-public services
including water, gas and electricity networks, roads, telecommunications facilities, schools, hospitals and prisons.

Property — Real estate, potentially including offices; retail buildings which are rénted out to businesses.
Private Debt — Otherforms of ioan that do riot fall within the definition of-a-‘Bond’,
‘Other — Any assets that do not fall Within the above categories.

6. Trustee Knowledge and Understanding

The requirement under the Pensions Act. 2004 (‘requ'i'remen_t far knowledge and understanding} has been met
during the Scheme year by the Trustees as a-‘-hc'n:h_,lr in dealing with the ‘goverhance requirements relating fo the

Scheme.
The Trustees have arrangements for ensuring the individuai trustees take responsibility for keeping up to date
with relevant .developments.. Training for the full board is provided regularly during quarterly meetings and

{rustees attend external trustee training courses when:appropriate.

For newTrustees.--when_they are appn'inted;.the_y are given aa injtial introduction by the HR team and are requiréd

to undertake and complete The Pensions Regufator’s Trustee Toalkit course within six months of taking up:the

pasitich. Attendance at Trustee'_‘s’ meeting during _t}_iis time also support them to build knowledge and

tri order to maintain this level of krowledge; the Trustees have procedures and policies in place to.ensure that
they take personal responsibility for keeping up to datewith relevant. developments;

» Trustees undertake training to ensure that they keep up to date with changes in fegislation, curentissues-

and the latest developments relating to:DC schemes;

e Trustees note the importance of logging any training;
Training for the full board js provid'ed guring.quarterly meetings and Trustees-attend external Trustee
training'courseswhen appropriate, which are logged at Trustees’ meetings,

Over the course of last year, the Trustées have-demonstrated their continuous cbmmitmenf to learning by
undertaking the fol'lowing'_tra_ining:

- 3 March 2023 ~ Training. on the new requirements for implementation statements and the most
significant vates disclosure reguirements

- 8 September 2023 — training on the new requirements. for inclusion of a policy on illiquids in the
Statement of Invéstment Principles

- 8 September 2023 — training on market developments and value formembers

The Trustees undertook a number of activities over the past year which demonstrates how they have a working
knowiedge of pansion and trust lawand funding and investmient principles. These activities include:

= The rules within the Trust Déed have been applied in relation to member transfer requests.
- Theproduction of the implementation statement for the Scheme documents demonstrates how the
Trustees have impiemented the policies with the Statement of Investmeént Principles
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The Trustees helieve that the best run Schemes utilise the combined skill and khowledge of bath the Trustees and
their professional advisors. The relevant skills and experience of those advisors are key criteria when evaluating
advisor performance and selecting new advisors. Additionally, the following measures have applied during the
period:
- The Trustees’ professional advisors attend their formal meetings.
«  The Trustees receive briefings from their advisors on all iegislative and regulatory developments.at each
meeting.

| confirm that the above statement has been produced to the best of my knowledge.

Signed forand on behalf of the Trustees of the Proféssional Golfers’ Association Ltd Retirement and Death Benefits
Scheme.

Signed by: %WL

Name in block letters: ROBERT SPENCER-SMITH
Title or Position: CHAIR OF TRUSTEES
Date: 18™.JULY 2024
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