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Welcome to issue four of Your Pension 
Matters, our annual newsletter about the 
Affinity Water Pension Plan (which we’ll refer 
to as ‘the Plan’). 

Pensions are becoming increasingly 
complex, with more and more topics to 
update our members on each year. However, 
what we’ve found in recent years is that 
some of these topics aren’t relevant to all our 
members. 

So this year we’ve decided to keep things 
simple. For the first time, we’ve produced 
two versions of Your Pension Matters: one for 
Defined Benefit (DB) members and another 
for Defined Contribution (DC) members. If 
you are in both the DB and DC schemes, there 
will be some overlap, of course. 

So, as a DB member, everything in this 2017 
newsletter is relevant to your specific Plan.
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Results of members’ survey 
In November 2016 we ran an online survey to 
find out how members feel about the Plan, what 
information is important to them and how much 
they know about key aspects of the Plan. 

We emailed it to 100 randomly selected active 
members and are very grateful to the people who 
responded. We are using the survey feedback 
to inform our approach to communications and 
initiatives. 

• 57% of members felt the scheme offered them 
value for money (40% were undecided and only 
one person felt the scheme didn’t offer value 
for money) – for more information about value 
for money, read the 2016 issue of Your Pension 
Matters, which is available on pensionsWEB

• more than 60% responded with ‘I don’t know’ 
or ‘I only know a little’ when asked to rate their 
knowledge of certain aspects of the Plan – so 
the Trustee is developing a range of initiatives 
designed to improve understanding among 
members

• more than 75% didn’t know about pensionsWEB 
or the information available on it – pensionsWEB 
is our key communications and information tool 
for members, so make sure you check it out.

The feedback from respondents has been 
invaluable and we plan to send out a further 
survey in the autumn to all members – we’d like 
to receive as much feedback as possible, to help 
shape future communications, so please take part.

Another busy year… 
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For more information 
about value for money, 
read the 2016 issue of 
Your Pension Matters, 
which is available on 

pensionsWEB

The Trustee is developing 
a range of initiatives 
designed to improve 

understanding among 
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pensionsWEB is our 
key communications and 

information tool for 
members, so make 

sure you check it out
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Trustee performance
We’re delighted to confirm that there have been no 

changes to the Trustee Board and administrative support 
functions since last year’s Your Pension Matters. 

This stability has allowed the team to become 
stronger, more cohesive and more effective, and 

all trustee directors now have at least a year’s 
experience under their belt. That said, we’re 

far from complacent because we know that 
the requirement for constant training and 

awareness of new legislation is relentless. 
We are expertly supported in this respect 

by our specialist legal, actuarial, investment 
and administration teams from Eversheds 
Sutherland and Hymans Robertson 
(Hymans) who provide regular training 
and advice to the Trustee.

Sale of Affinity Water
In May 2017 Infracapital and Morgan 
Stanley Infrastructure sold their 
interest in Affinity Water to a 
consortium comprising Allianz Capital 
Partners on behalf of the Allianz Group, 
HICL Infrastructure Company Limited 
(advised by InfraRed Capital Partners 
Limited) and DIF.

The sale initially required the 
Trustee to submit information on the 

Plan to the prospective buyers so that 
they could understand how it works 

and the extent of its current liabilities. 
Some of the trustee directors have met 

representatives of the new owners since 
the sale and we’re looking forward to 

continuing to work closely with them in the 
future.
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Your 
Trustee 
Board
The role of the Trustee is to 
manage the Plan effectively 
for the benefit of members. 

The Trustee Board comprises: 
•  Karen Austin:  

Employer-nominated Director 
(and Chair)

•  Michael Calabrese:  
Employer-nominated Director

•  Mike Pocock:  
Member-nominated Director

•  Eddie Lintott:  
Member-nominated Director

•  Phil Parsons:  
Employer-nominated Director

•  Independent Trustee Services Limited: 
Independent Director (represented by 
Hetal Kotecha).

Joint Company Secretaries:
•  Tim Monod
•  Siân Woods.

The Trustee has appointed three 
organisations to provide specialist  
services and advice:
•  Hymans Robertson – pensions 

administration services, investment  
and funding advice, and actuarial 
services

•  Eversheds Sutherland– the Plan’s 
legal adviser

•  KPMG – the Plan’s auditor.



Cyber security and data protection
In all aspects of our lives cyber security and data protection are 
becoming an increasing risk and pensions are no exception. Your Plan 
holds very personal data about you, as well as holding funds on your 
behalf.

The Trustee maintains a comprehensive risk register relating to the 
Plan and the risk threat is constantly reviewed. We only use reputable 
and trusted advisers and administrators, all of whom operate to ISO/
IEC 27001 2013, the information security management standard. When 
it comes to cyber security and data protection, we’re constantly vigilant 
and will be introducing further training and controls in due course.

For your part, the most important action you can take is not to 
divulge any information on your scheme to anyone other than a trusted 
and known person who either works for Affinity Water (or AfB) or their 
advisers, or who is a certified independent financial adviser (IFA). 

As you may have heard, new data protection legislation will be 
coming into force in May 2018 – we will be in touch with further 
information in due course.
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Strong funding position 
The overall funding position of the DB section of the Plan 
remains very strong. At the time of going to press, the 
Plan remains fully funded on its statutory funding basis 
(‘technical provisions’) and the overall funding level  
has improved since last year. Details can be found  
on page 13.

Whereas many schemes are having to plug 
a significant funding gap, the Trustee and its 
advisers don’t have that problem. Whilst we 
continue to focus on delivering excellent 
investment performance, we are also planning 
to capitalise on the returns achieved to date 
by investing to secure the cashflows required 
to pay members’ benefits and to reduce risk. 

Affinity Water continues to support the 
Trustee in its aim to get to a point where 
the Plan is self-sufficient – in other words, 
able to deliver all its future obligations to 
members without any further contribution 
from the Company or members. There is still 
work to do and, with much uncertainty in the 
political, economic and other aspects of our 
lives, we cannot be complacent. However, we are 
in a favourable position to meet our aim.



An update on pensionsWEB
The Trustee continues to promote our pensionsWEB site. Why? Because it’s a great way 
for you to get rapid access to up-to-date information on your Plan – and make changes to 
most aspects of it – at a time that suits you and without the need for costly and time-
consuming phone calls to Hymans. Also, if more members use pensionsWEB, it will help 
drive down the cost of administering the Plan.

Hymans regularly reports on members’ use of pensionsWEB. The good news is that in 
the last 12 months, the number of registered users has increased by nearly 20% (from 
237 to 283) and the number of ‘hits’ per month has risen from 66 to 254 (an increase  
of 300%).

If you haven’t tried it out yet, simply visit www.affinitywaterpensions.co.uk and 
register for pensionsWEB. Once you’ve received your PIN you’ll get instant, full access to 
your personal details and much more.

We’re adding new information to pensionsWEB all the time. If you’d like to suggest any 
new topics to add, do get in touch with us.  

  
DB pension modeller
The administration team at Hymans regularly receives calls from members asking for 
illustrations of the effect on their DB pension of retiring early or late. Sometimes these 
members are a long way from retiring, but want to see where they stand. More often 
than not, these are members who are seriously considering a major lifestyle decision and 
want to know exactly what effect it might have. 

The good news is that you can now model these decisions 24/7 on pensionsWEB. To 
access the modeller tool, you’ll need to register for pensionsWEB by clicking the ‘register’ 
button on the home page (www.affinitywaterpensions.co.uk). Affinity Water active 
members can also go to the ‘I want to’ Wave page and select the ‘view my pension’ 
button.

The modeller will initially display information about your current situation and selected 
retirement date – you can then vary this date to see what effect this change would have 
on your pension. The tool is likely to be useful for members who are, say, considering 
early retirement and want to understand the financial implications of this. 

The modeller doesn’t provide a guaranteed pension figure. Having used the modeller, if 
you seriously want to consider a change 
in retirement date, contact Hymans to 
get a statement that would give you a 
value that you could rely on for a set 
period of time.

DB members
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Working with
DB members DB members

Affinity for Business
On 1 April 2017 Affinity for Business (AfB) acquired the non-
household customer base of Affinity Water. It now operates under 
a licence to provide water and waste water services throughout 
England. This was in response to Market Reform and the need 
for water companies to separate their wholesale and retail 
operations. As a result, around 60 staff transferred over from 
Affinity Water to AfB.

What does this change mean for AfB employees when 
it comes to pension provision and management of the 
Plan?

AfB employees:

• should contact Hymans with any queries about 
the administration of the Plan –  the helpline 
number is 0207 082 6182 and the email 
address is affinity@hymans.co.uk

• can no longer contact Al Wiseman and his 
team with pension (or payroll) queries

• can still get in touch with the  
trustee directors by emailing  
pensiontrustee@affinitywater.co.uk 

• still have access to pensionsWEB

• will continue to receive all Plan 
communications

• will see no changes in the way the Plan 
is run and investments are managed, or 
in the options available to Plan members. 

AfB has 
become a 

‘participating 
employer’ in the 
Plan, alongside 

Affinity Water as the 
‘principal employer’. It is 
making contributions to 

the Plan for DB members. 
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UK pensions – hot topics
The impact of Brexit and the general election 
In last year’s newsletter, we covered the EU referendum and its possible impact on 
pensions. It’s fair to say that things are still uncertain. The UK Government has triggered 
Article 50 so is now committed to leaving the EU. However, the nature of this departure 
and its impact on the UK economy remain unclear. 

The recent general election produced a hung parliament and again the medium to 
long-term impact of this change can’t be predicted. The last 12 months have seen a large 
growth in investments. However, it’s highly unlikely that this growth can be sustained in 
the medium to long term and many observers expect a correction to these stock market 
rises soon.

Our funds are invested in a wide range of sectors, investment type and geography for 
the long term. They are deliberately not focused in a single area in order to spread the 
investment risk. 

Hopefully this time next year we’ll have a better understanding of the how the global 
economic and political situation is likely to develop. As ever, along with our expert 
advisers we will continue to monitor the situation.

Green Paper on pensions
The Department of Work and Pensions published a Green Paper – Security and 
Sustainability in Defined Benefit Pension Schemes – in February 2017. It covers a wide 
range of issues that are potentially of material significance to members, employers and 
trustees.

However, it is difficult to detect any clear appetite for substantial change by the 
Government. In the main, the tone of the discussion, and the detailed consideration of 
the difficulties and downside risk involved in most of the possible proposals for change, 
indicate a provisional view that the current regime largely strikes the right balance, and 
that change may not be justified. This contrasts with the strong message in the Work & 

Pensions Select Committee’s report in December 2016 that 
material changes are needed to address “wider flaws in 

DB schemes and their regulation”.
It seems unlikely that the paper will result in any 

radical increase in the ability of schemes to alter 
accrued benefits so as to improve employer 

affordability. Having witnessed the hostile 
media response to the mere suggestion in the 

Green Paper that member benefits might 
be reduced, the Department for Work 

& Pensions will take some convincing 
that the actual introduction of such 

an option could ever be politically 
acceptable.

DB members
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Scammed out of  
his retirement.
Don’t be next.

Visit www.pension-scams.com

Scammed out of  
his retirement.
Don’t be next.

Visit www.pension-scams.com

Pensions fraud – five tips
Pensions are big business for conmen, who are becoming ever more sophisticated in their 
tactics and approach. The Pensions Regulator provides the following five top tips to avoid 
being scammed.

1. If you think you’ve been scammed – act immediately
If you’ve already signed something you’re now unsure about, contact your pension provider 
straight away. They may be able to stop a transfer that hasn’t taken place yet. Then call 
Action Fraud on 0300 123 2040 to report it.

If you have doubts about what to do, ask The Pensions Advisory Service (TPAS) for help. Call 
them on 0300 123 1047 or visit the TPAS website for free pensions advice and information.

If you’re aged 50 or over and have a defined contribution pension, Pension Wise is there to 
help you investigate your retirement options. Visit the Pension Wise website to find out more.

2. Cold-called about your pension? Hang up!
Unsolicited phone calls, texts or emails about your pension are nearly always scams. 
Scammers will often claim they’re from Pension Wise or other government-backed 
bodies. These organisations would never phone or text to offer a pension review.

3. ‘Deals’ to look out for
Beware of unregulated investments offering ‘guaranteed returns’. These include exotic-
sounding investments like hotels, vineyards or other overseas ventures, and deals where 
your money is all in one place – and therefore more at risk. Visit the Financial Conduct 
Authority’s (FCA’s) ScamSmart website to see if the deal you’re being offered has the 
hallmarks of a scam.

Don’t be rushed into making a decision. Scammers will try to pressure you with ‘time-
limited offers’ or send a courier to your door to wait while you sign documents. Take your 
time to make all the checks you need – even if this means turning down a seemingly 
‘amazing deal’.

4. Using an adviser? Make sure they’re registered with the FCA
Scammers sometimes pose as financial advisers. Check that your adviser is registered on 
the FCA website and that they’re authorised to give advice on pensions. If you deal with 
someone who is not regulated you may not be covered by the Financial Ombudsman 
Service or Financial Services Compensation Scheme if things go wrong. And don’t be 
taken in by smart websites or brochures – professional-looking marketing materials are 
not a guarantee of a company’s authenticity.

5. Don’t let a friend talk you into an investment – check everything yourself
People have fallen for scams because they’d been recommended by a friend. Do your 
homework, even if you consider yourself or your friend to be financially savvy. False 
confidence can lead to getting stung – and with a pension, it might be years before you 
discover you’ve been scammed.



DB members
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Scheme pays
Scheme pays is a process that allows you to pay an annual allowance tax charge direct 
from your pension scheme. This means that the scheme pays the annual allowance 
charge direct to HMRC on your behalf, and the tax charge is taken out of your pension 
fund. The scheme is only likely to affect members who breach the annual allowance of 
£40,000 or the lifetime allowance, which is currently £1,000,000.

All registered pension schemes must offer a scheme pays facility. However, you must 
meet all the following conditions to have the right to use this:

• the savings (either contributions or benefit accrual) in your pension scheme have 
exceeded the annual allowance for the relevant tax year

• your annual allowance charge for the relevant tax year (across all savings in registered 
pension schemes) has exceeded £2,000

• you provide the Plan with the required notice for scheme pays within the timescale 
permitted

• you haven’t already taken all your benefits from the scheme.

Pension schemes can allow access to the scheme pays facility where one or more of 
these conditions haven’t been met – this is known as the ‘voluntary basis’ – but are not 
required to do so. 

The pension scheme must receive the notice no later than 31 July in the year following 
the end of the tax year in which the annual allowance charge became due. A member can 
also pay an annual allowance charge through their self-assessment tax return.



Investment and funding update 
Investment – an overview from Hymans
As at 31 March 2017, the Plan’s assets totalled £506m, excluding cash in the bank account 
(an increase of £85m over the year).

The Trustee invests the Plan’s assets to support its primary objective, which is to 
hold enough money over time to pay pension and lump sum benefits to members and 
their dependants. Working with its advisers, the Trustee has created a Plan investment 
structure to meet this objective. Figure 1 shows the Plan’s allocation of assets, grouped 
by the broad strategic purpose they serve.
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When the Trustee makes decisions about how the assets should be invested, there’s a lot 
to consider, including:

• the Plan’s maturity profile – the relative proportions of pensioner and active  
member liabilities

• the level of funding surplus or deficit

• the Trustee’s view of the employer’s financial strength

• the principle of diversification – maintaining a good spread of assets within the Plan. 

The Trustee and its advisers regularly monitor the DB asset allocation and the 
performance of the Plan’s investments. You can find more about the asset allocation in 
the Trustee’s Statement of Investment Principles on pensionsWEB. 

Key:
 Matching assets 
 – provide partial hedging of 

the interest rate and inflation 
risk of the liabilities

        
 Growth assets 
 – provide diversified returns in 

excess of liabilities
        
 Stable growth assets 
 – provide modest returns over 

liabilities and dampen the 
volatility of funding levels

Figure 1: The asset allocation of the Plan as at 31 March 2017

Insight – 
Liability driven

 investment 
(LDI):
40%

LGIM – 
Global 
equity: 

14% Newton – Diversified 
growth: 11%

GMO – Diversified 
growth: 11%

M&G – Private debt: 3%

RREEF – Infrastructure: 2%
Rockspring –Property: 1%

Investec – Emerging market debt: 6%

M&G – European senior secured loans: 4%

LGIM – Corporate 
bonds: 8%

http://www.affinitywaterpensions.co.uk/


Market update
In the year to 31 March 2017 there was great political upheaval and increased uncertainty. 

The most notable – and unexpected – events were the UK’s decision to leave the EU 
in June and the election of US President Trump in November. Both events disrupted 
financial markets, but only briefly. The most significant and sustained reaction to 
the referendum result was the plunge in sterling, which fell by 10% against other 
currencies (on a trade-weight basis) during the period. Global economic growth in 2016 
was disappointing, although it picked up towards the end of the year as inflationary 
pressures emerged. 

Against this backdrop, global equity markets initially struggled but then rallied 
strongly because of increased optimism about President Trump’s economic policies. 
In response to the Brexit vote, the Bank of England cut UK interest rates, which led to 
a wider fall in longer-term interest rates and strong performance by UK government 
bonds. Although UK commercial property values fell in the wake of the referendum, 
they recovered towards the end of the period.

DB Plan assets 
The fall in interest rates significantly increased 
the value placed on the Plan’s liabilities. 
However, the Plan was largely protected 
against this by its Liability Driven Investment 
portfolio, which mirrors changes in 
liabilities. 

Strong returns from the Plan’s 
growth assets, combined with the 
contributions paid by Affinity Water, 
resulted in an overall improvement 
to the Plan’s funding level.

The Trustee monitors the 
investment performance of 
each of the Plan’s investment 
managers against appropriate 
and challenging long-term 
performance targets. The 
managers are expected to 
meet these targets over the 
long term, but not necessarily 
each year. Over the year to 31 
March 2017 the Plan’s managers 
outperformed their targets by 
0.9% in aggregate. 

Over the year the Trustee didn’t 
make any notable changes to the Plan’s 
invested assets.

DB members
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105% 
funding level 
on a technical 

provisions basis 
(2015: 102%)

£25m 
surplus 

on a technical 
provisions basis

(2015: £9m)

90% 
funding level 

on a self-
sufficiency basis 

(2015: 88%)

£57m 
deficit 

on a self-
sufficiency basis 

(2015: £54m)

Funding – solid progress
The strong return on the Plan’s assets 
has more than offset the increased cost 
of providing benefits (primarily due to 
decreasing bond yields) and this is reflected 
in our funding position. As at 31 December 
2016 the Plan’s funding level on a technical 
provisions basis was 105%, an increase on 
the 102% level reported at the last formal 
valuation at 31 December 2015. In money 
terms, the surplus has also increased from 
£9m to £25m. The technical provisions basis is 
one indicator of the fund’s health – it measures 
how much money would be needed to pay all the 
benefits that have been built up by the members and 
their dependants up to the valuation date.

Our long-term objective is to achieve self-sufficiency –  
this is when the value of the DB assets is such that, assuming  
a very conservative return on investment, no further 
contributions to the fund would be required from Affinity Water 
or members. Delivery of this target remains on track. On our 
self-sufficiency basis the funding level has increased over the 
year from 88% to 90%, although the deficit has worsened slightly 
from £54m to £57m.

This newsletter is also your annual summary funding 
statement as at 31 December 2016, which the Trustee is required 
to produce each year when a full valuation hasn’t taken place. 

Although we expect the Plan to continue having the support 
of Affinity Water going forward, we are required to pass on some 
information about what would happen if the Plan were forced 
to wind up (if Affinity Water became insolvent, for example). In 
this case it is possible that your benefits could be reduced and, in 
some circumstances, the Pension Protection Fund might be able 
to take over the Plan and pay limited compensation to members 
(visit www.pensionprotectionfund.org.uk for more details).

If the Plan had to wind up, Affinity Water would have to pay 
extra funds into the Plan so that the Trustee could secure all 
members’ benefits with an insurance company. If the Plan had 
wound up on 31 December 2015 we estimate that we would 
have needed around £150m more to ensure that all members’ 
benefits could be paid in full. This extra amount is needed 
because buying a policy from an insurance company is expensive.

As required, the Trustee also confirms that Affinity Water  
hasn’t been paid out of Plan funds during the 12 months to  
31 December 2016.



Report and accounts summary
Shown below is a summary extract from the latest Trustee’s report and accounts 
(completed in June 2017). It details the monies coming into and out of the DB 
section of the Plan between 1 January 2016 and 31 December 2016.

OPENING bALANCE As At 1 JANUARy 2016  = £397,385,000

Monies in £000 Monies out £000

Employer’s contributions 6,395 Pensions paid (12,730)

Employees’ contributions 
(ordinary)

752 Cash sums on retirement and 
death (including returns of 
contributions on death)

(2,394)

Employees’ additional 
voluntary contributions

14 Fees and expenses* (4)

Net investment gains 1,298 Investment management fees (1,882)

Interest on cash deposits and 
other miscellaneous income

2 Individual transfers to other 
pension schemes

(653)

Change in market value of 
investments

105,659 Change in market value of 
investments

-

Income from insurance 103 Annuities purchased -

Group and individual transfers 
into the Plan

- Return of contributions due to 
members leaving the Plan

-

Total income 114,223 Total expenditure (17,663)

CLOsING bALANCE As At 31 DECEMbER 2016 = £493,945,000

*  Costs of administering the Plan are paid by the employer, except as noted above.

Plan membership 

Active members at 1 January 2016 379

New entrants -

Retirements (30)

Leavers (8)

Deaths (1)

Active members at 31 December 2016 340

Pensioners at 31 December 2016 1,398

Members with preserved benefits at 31 December 2016 684

DB members
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Retired members
It’s really important that you check your tax code on your pension payslip, to make sure 
you’re paying the correct amount of tax. If HMRC changes your tax code, it should write 
to tell you. You should let HMRC know of any changes to your sources of income, such as 
other pensions.

If you’re in any doubt or need any help, call Hymans on 0207 082 6182.

DB members



Affinity Water Pension Trustees Limited
Tamblin Way
Hatfield
Hertfordshire
AL10 9EZ

Further information
Log onto pensionsWEB in the first instance. You will find a range of relevant information 
such as your DB Plan booklet (which explains your benefits) and, if you’re an active 
member, your annual benefit statement setting out your pension entitlement. You will 
also be able to complete or change your expression of wish and amend your bank details. 

Other documents available upon request include:
•  Statement of Investment Principles – explains how the Trustee invests the money paid 

into the Plan
• Actuarial valuation report as at 31 December 2015 – shows the funding position at  

31 December 2015 and the assumptions and data underlying the calculation
• Schedule of contributions – shows how much money is being paid into the Plan
• Annual report and accounts – shows the Plan’s income and expenditure over  

each Plan year.

If you have any questions or comments on this issue of Your Pension Matters, 
please contact:
•  Phil Parsons on 01707 398548 (phil.parsons@affinitywater.co.uk)
•  Karen Austin on 07801 677561 (karen.austin@affinitywater.co.uk)
•  Siân Woods on 07977 433860 (sian.woods@affinitywater.co.uk).

If you have any day-to-day queries about your pension, please contact:
•  the Hymans Robertson helpline on 0207 082 6182 (affinity@hymans.co.uk)
•  Alan Wiseman on 01707 277270 (alan.wiseman@affinitywater.co.uk)  

– this relates to Affinity Water Limited contributing members only.

All issues of Your Pension Matters are 
available from pensionsWEB.  

In future we will email you when a new 
issue is available, unless we do not have 
a valid email address for you or you let us 
know that you would prefer to receive a 
hard copy.

DB members
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