
THE BASELL POLYOLEFINS UK PENSION SCHEME

ANNUAL GOVERNANCE STATEMENT FOR THE PERIOD 1 APRIL 2021 TO 31 MARCH 2022

PREPARED IN ACCORDANCE WITH REGULATION 23 OF THE OCCUPATIONAL PENSION SCHEMES

(SCHEME ADMINISTRATION) REGULATIONS 1996 (THE "REGULATIONS")

Annual statement regarding governance of the DC Section of the Scheme

Under Regulations effective from 6 April 2015, the Trustees of The Basell Polyolefins UK Pension Scheme
(the ‘Scheme’) are required to prepare a Chair’s statement (the ‘Statement’) showing how they have met
certain minimum standards in relation to defined contribution (“DC”) benefits.  These standards cover
six principal areas relating to the Scheme’s defined contribution benefits, namely:

1. The default investment arrangement;
2. Core financial transactions;
3. Charges and transaction costs, and investment returns after all charges and transaction costs
4. Value for members, and;
5. The Trustees’ knowledge, understanding and resources.

This Statement has also been prepared with reference to the statutory guidance provided in these areas.
As Chair of Trustees, it is my pleasure to report to you on how the Trustees have embedded these
minimum standards over the period 1 April 2021 to 31 March 2022.

Under the Scheme, the DC benefits held are within the DC Section, and additional voluntary
contributions (“AVC”) held with Prudential that members are able to pay within the Scheme’s DB
Section.

This Statement does not contain advice in respect of actions that members should take and is not
intended to be used for that purpose. If members need advice, they can visit the Financial Conduct
Authority website https://www.fca.org.uk/consumers/finding-adviser.  If members choose to use a
financial adviser, they should be sure to check their area of expertise. The adviser will inform members
of any charges that apply in return for their advice.

It should be noted that during the year, following a formal consultation with affected employees,
LyondellBasell decided to close the DC Section of the Scheme to new contributions with effect from 31
December 2021. All active members at the closure date have since become deferred members and from
1 January 2022 were enrolled in the LyondellBasell’s new contract-based DC pension arrangement with
Aviva.

In light of these changes, the Trustees have been considering the future of the DC Section and their
ability to be able to continue to provide value for members in the future as the number of members, and
value of assets, reduces overtime. As a result, the Trustees are currently working toward securing the
future of DC benefits, excluding AVCs that are linked to the provision of DB benefits. For the avoidance
of doubt, any AVCs paid to DC Section investment options as they relate to the benefits of DC only
members would be secured outside the Scheme. It is expected that this change will take place during
the 2022/23 Scheme Year.

This Statement will be published on a publicly available website and the information with regard to cost
disclosures will be signposted in the annual benefit statements.

1. The Default Investment Arrangement
Throughout this Statement, the ‘default investment arrangement’ will refer to the Scheme’s Annuity
Lifestyle strategy.

The Trustees’ Statement of Investment Principles (the “SIP”) dated September 2022, which sets out the
Trustees’ principles in relation to the default investment arrangement is attached to this Statement. The
SIP has been prepared in accordance with Section 35 of the Pensions Act 1995, regulation 2A of the
Occupational Pension Schemes (Investment) Regulations 2005 and subsequent legislation, and covers
the Trustees’ aims and objectives in relation to the default investment arrangement, as well as their



policy in relation to matters such as risk and diversification. It also states why the Trustees believe the
default investment arrangement to be designed in members’ best interests.

The Trustees are responsible for setting the Scheme’s investment strategy and for appointing
investment managers to carry out that strategy. They must also establish a default investment
arrangement for members who do not select their own investment options from the fund range that is
available.

The performance of the default investment arrangement is reviewed regularly as the Trustees consider
the performance of the Scheme’s investments at each meeting.  A more formal review of the DC section
investments (including the default arrangement) is carried out every three years.

The last in-depth review of the default arrangement was carried out in September 2021. The Trustees
considered the existing investment option and default lifestyle strategy and concluded that they
remain appropriate for the time being.  The Trustees noted that they would do more relating to member
education.

The Annuity Lifestyle’s growth phase invests predominantly in equities, with modest allocations to
property, bonds and cash, with 50% allocated to the  L&G Global Equity 30:70 Index Fund, and 50% to
the L&G Dynamic Diversified Fund. Overall these investments are expected to provide long term (above
inflationary) growth with some protection against inflation erosion, albeit with volatility.  Long-term
returns in excess of earnings inflation are generally required for members’ attaining an adequate
income in retirement. Younger members can withstand the potential downside of equities as they have
sufficient time for markets to recover.

As members’ investments grow, investment risk will have a greater impact on retirement outcomes.
Therefore, the Trustees believe that a strategy that seeks to reduce risk as members approach
retirement is appropriate. This is achieved via automated lifestyle switches over the eight-year period
prior to a member’s retirement date. As the default investment arrangement targets annuity purchase
at retirement, members’ investments switch into assets that will match annuity purchase rates, such as
government bonds. In line with current regulations regarding tax-free cash, 25% of the retirement asset
allocation is in cash. This means that at retirement member’s savings are invested 75% in the L&G Pre-
Retirement Fund and 25% in the L&G Sterling Liquidity Fund.

The default investment arrangement has been adopted in light of the Scheme’s current demographic
and is kept under regular review.  Members are also able to access alternative strategies and a range of
self-select funds, and are supported by clear communications.

Over the year, the Trustees reviewed the performance of the Scheme’s investments, including the
default investment arrangement, at each meeting. Mercer Limited provide the Trustee with quarterly
investment reports that include the funds’ performance against their benchmarks, changes to the
ratings that Mercer assign to funds and manager updates. The reports are reviewed by the Trustees and
any concerns are discussed with the investment consultant.

2.   Core financial transactions
The requirements of regulation 24 of the Regulations have been met and core financial transactions
have been processed promptly and accurately during the period by operating a system of internal
controls aimed at monitoring the Scheme’s administration and management. Included in this system
are mechanisms for ensuring the prompt and accurate processing of financial transactions, as well as
non-core transactions such as the responses to member queries. Such controls are:

- Appointing a reputable professional pension administration provider, Mercer Limited (the
“administrator”).

- Having in place service level agreements (SLAs) with the administrator which cover all core
administration processes, including core financial transactions.  These SLAs are monitored on a
regular basis via reports provided by the administrator.

- Ensuring that disaster recovery plans are in place with the administrator, other relevant third parties,
and within the sponsoring employer.



- Maintaining a risk register which outlines the risks to members and the Scheme, including those in
relation to financial transactions, and considers the impact, likelihood, controls and mitigation steps
for each risk. The risk register is monitored and reviewed on a regular basis.

- Having a Schedule of Contributions in place with the Company that sets out the contributions to
remit monthly to the Scheme and confirms the amounts and timescales. Once received,
contributions are invested in accordance with timescales set out in the administrations agreement
with the administrator

As required by the Administration Regulations, the Trustees must ensure that core financial transactions
are processed promptly and accurately. This includes:

- Investment of contributions paid to the Scheme.

- Transfer of members’ assets into and out of the Scheme.

- Transfers of members’ assets between different investment options available in the Scheme.

- Payments from the Scheme to, or in respect of, members.

As a wider review of the Scheme administrator in general, the administrator employs an independent
auditor to prepare an annual report on their internal controls (AAF01/06/ ISAE 3402) which the Trustees
have sight of.

The Trustees recognise that delay and errors can cause significant losses for members. Delay and errors
can also cause members to lose faith in the Scheme, which may in turn reduce their propensity to save
and impair future retirement outcomes.

The Trustees challenge the administrator with regard to the processing of core financial transactions.
The administrator is aware of the statutory deadlines for the processing of all member-related services,
including core financial functions such as investment switches and benefit payments, and have
confirmed that all core financial transactions over the year for the Scheme were invested on time and
within with the statutory deadlines. The Trustees regularly receive the relevant details from the
administrator to enable effective monitoring of these processes.

Should standards fall, the administrator will be asked by the Trustees to explain.  The Trustees will
continue to seek the relevant details to support effective monitoring of these processes

Overall the Trustees were satisfied with the administrator’s performance against agreed service levels
over the Scheme year. The service level standards are reviewed periodically to ensure they remain
appropriate and meet legislative requirements.  A table setting out the SLAs, as well as Mercer’s
performance against them over the Scheme year is set out below.



3.   Charges, transaction costs
As required by the Administration Regulations, the Trustees are required to report on the charges and
transactions costs for the investments used in the default arrangements and their assessment on the
extent to which the charges and costs represent good value for members.

The range of charges and transaction costs applicable to the default arrangement during the period are
detailed in this section. In relation to transaction costs, we note that when buying and selling
investments, transaction costs can be incurred. Transaction costs are not explicitly deducted from a
fund but are captured in its investment performance (in other words, the higher the transaction costs,
the lower the returns produced by a fund). The Financial Conduct Authority has provided guidance (in
Policy Statement 17/20) to investment managers regarding calculations and disclosures of transaction
costs. Due to the way in which transaction costs are required to be calculated, they can be negative or
positive in nature; a negative figure is effectively a gain from trading activity, whilst a positive figure is
effectively a cost from trading.

The transaction costs, as defined in regulation 2(1) of the Occupational Pension Schemes (Charges and
Governance) Regulations 2015, should be based on an average of the previous 5 years’ transaction costs
or, where data is available for fewer than 5 years, an average of transactions costs over the years for
which data is available.

Charges relating to investment costs are deducted from members’ funds. The Scheme is used as a
qualifying arrangement for auto enrolment and as such must comply with regulations on charge
controls introduced from April 2015.  Specifically, all of the default investment arrangements under the
Scheme must have a total expense ratio equal to, or below, the charge cap of 0.75% p.a. of savings. The
Trustees can confirm this threshold is adhered to.

The table below show the total expense ratio (“TER”) and transaction costs in each of the funds used by
the Scheme. Those funds shown in bold form part of the default investment arrangement. The overall
charge being deducted from a member’s fund, if in the default lifestyle arrangement, will reflect the
member’s allocations in each of the underlying funds. The TER is at its highest during the growth phase,
falling during the eight years prior to the Selected Retirement Age, to reflect the automated transition
of assets into less expensive funds.

Case Type

Service level
agreement

(Working days)
Items

completed
Items completed

within SLA
Cases completed within

SLA (%)

Cal l  centre contact 1 22 22 100%

Da ta change 15 34 34 100%

Death quotation 2 1 1 100%

Death s ettlement 2 7 6 86%

Divorce (pre-order noti fi cation) 15 2 1 50%

Divorce (va luation request) 15 3 3 100%

Divorce (PSO proces s) 51 1 0 0%

DWP 28 1 1 100%

General  equiry 10 98 91 93%

Lea ver 10 17 17 100%

Pens ioner cha nge 10 34 34 100%

Reti rement quotation 10 39 38 97%

Reti rement s ettlement 10 13 12 92%

Trans fer out quotation 20 30 28 93%

Trans fer out settlement 15 9 8 89%

New entrant 15 41 41 100%
Total 352 337 96%



The current charges are provided below, the transaction costs have been provided by LGIM:

Source: LGIM (data as at 31 March 2022)

Members of the Defined Benefit section are able to invest in AVCs in a range of funds offered by
Prudential.  Details of the funds and charges, where available, are:

Source: Prudential
* As at the date of drafting this Statement, Prudential have not provided this information
**Charges depend on performance of with-profit fund.  Prudential expect these to be 1% p.a.

4. The impact of costs and charges
Using the charges and transaction cost data provided by Legal & General Investment Management and
in accordance with regulation 23(1)(ca) of the Administration 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 pot. The statutory guidance has been considered when providing these
examples.

The illustrations that follow take into account the following elements:

 Initial savings pot size;
 Contributions, where applicable;
 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 active member’s pension pot, we have provided the
below illustrations, which accounts for all estimated member costs, including the TER, transaction costs
and inflation.

  Fund TER (% p.a.)
Transaction Cost

 (% p.a.)
L&G Global Equity 30:70 Index Fund 0.20 0.03
L&G Pre-Retirement Fund 0.15 -0.01
L&G Sterling Liquidity Fund 0.13 -0.01
L&G Dynamic Diversified Fund 0.50 0.04
L&G Retirement Income Multi-Asset
Fund

0.35 0.04

Fund
TER

(% p.a.)

Transaction Cost
(% p.a.)

Prudential Cash Fund 0.55 0.00
Prudential Discretionary Fund 0.75 0.05
Prudential UK Equity Fund 0.75 0.06

Prudential Fixed Interest Fund 0.75 0.08

Prudential Global Equity Fund 0.75 0.03

Prudential Index linked Fund 0.75 -0.09

Prudential International Fund 0.75 -0.04

Prudential Deposit Fund * 0.00

Prudential With-Profit Fund ** 0.06



Illustration 1: A typical young member invested in the DC fund range

Notes
1. Values shown are estimates at end of each year and are not guaranteed.
2. Projected pension pot values are shown in today’s terms.
3. To make this analysis representative of the membership, the Trustees have based this assumed member on data sourced from

the administrator. The assumed member is age 22, with a normal retirement age of 65, using a starting pot size of £11,000.  As
the Scheme is closed to future contributions, no contributions have been assumed.

4. Inflation is assumed to be 2.5% per annum.
5. Charges, transaction costs and estimated growth rates are assumed as follows (these projections have also been undertaken  in

line with Actuarial Standard AS TM1):

Charge and costs figures provided by Legal & General Investment Management; growth rate assumptions provided by Mercer. The
Regulations require that where possible the transaction costs assumed in these illustrations are based on an average of the previous five
years’ transaction costs for each fund, where available. As Legal & General Investment Management are unable to provide historic transaction
costs for these funds, the transaction costs shown above are an average of the costs provided for the 4 years period to 31/03/2022.

*This fund have reported a negative transaction cost over the period of this Statement; we have therefore assumed these costs to be nil, as
negative costs are not expected to continue consistently over time.

Investment returns after all charges and transaction costs
The tables below show performance, net of all charges and transaction costs, of all funds available to
members during the Scheme year. The format of the data shown is consistent with the statutory
guidance outlining what is required to be shown in the Scheme’s Chair’s Statement, for Scheme year
ends following 1 October 2021.

Year End Age

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 23 £11,190 £11,140 £11,100 £11,040 £10,810 £10,790 £11,280 £11,250
2 24 £11,390 £11,290 £11,210 £11,070 £10,620 £10,590 £11,570 £11,500
3 25 £11,590 £11,430 £11,320 £11,110 £10,430 £10,390 £11,860 £11,760
4 26 £11,790 £11,580 £11,420 £11,140 £10,250 £10,190 £12,160 £12,030
5 27 £11,990 £11,730 £11,530 £11,180 £10,070 £10,000 £12,470 £12,300

10 32 £13,080 £12,510 £12,090 £11,370 £9,220 £9,090 £14,130 £13,760
15 37 £14,260 £13,340 £12,680 £11,550 £8,440 £8,270 £16,020 £15,390
20 42 £15,550 £14,230 £13,290 £11,740 £7,730 £7,510 £18,160 £17,210
25 47 £16,950 £15,170 £13,930 £11,940 £7,070 £6,830 £20,590 £19,250
30 52 £18,480 £16,180 £14,610 £12,130 £6,480 £6,210 £23,340 £21,530
35 57 £20,150 £17,250 £15,310 £12,330 £5,930 £5,650 £26,460 £24,080
40 62 £20,550 £17,250 £16,050 £12,540 £5,430 £5,130 £29,990 £26,940
43 65 £19,960 £16,650 £16,520 £12,660 £5,150 £4,850 £32,330 £28,810

Projected Pot sizes in Today's Money

Default lifestyle
Most expensive fund: L&G
Dynamic Diversified Fund

Least expensive & lowest
expected return fund: L&G

Sterling Liquidity Fund
Highest Return: L&G Global

Equity 30:70 Index Fund

Fund TER Transaction costs Growth rate assumptions

Annuity Lifestyle
(the default investment
arrangement)

0.38% p.a. for members
8 or more years from
retirement, decreasing
to 0.15% p.a. for
members at retirement

0.06% p.a. for members 8 or more
years from retirement; an average
of 0.05% for members within 8
years of retirement and beyond

1.74% p.a. net of fees and after
inflation for members 8 or
more years from retirement,
falling to
-1.24% p.a. after inflation for
members at retirement

L&G Dynamic Diversified 0.53% p.a. 0.08% p.a. 0.94% p.a. net of fees and after
inflation

L&G Sterling Liquidity 0.14% p.a. Nil -1.75% p.a. net of fees and after
inflation

L&G Global Equity 30:70 0.23% p.a. 0.04% p.a. 2.53% p.a. net of fees and after
inflation



Default strategy
Annualised returns to 31 March 2022

(%)
Age of member 1 year 5 years Since Inception

25 6.6 6.6 6.6

45 6.6 6.6 6.6

55 6.6 6.6 6.6

Self-select fund
Annualised returns to 31 March 2022

(%)
1 year 5 years Since inception

L&G Global Equity 30:70 Index Fund 9.8 9.2 10.2

L&G Pre-Retirement Fund -7.2 1.2 3.8

L&G Sterling Liquidity Fund 0.0 0.3 0.3

L&G Dynamic Diversified Fund 3.3 4.6 6.5

L&G Retirement Income Multi-Asset Fund 3.0 4.5 6.1

4. Value for Members
When assessing the charges and transaction costs which are payable by members, the Trustees are
required to consider the extent to which these represent good value for members. The Trustees with
support from their advisor, have undertaken a value for members (“VfM”) assessment.

The Trustees concluded that they believe the DC section’s overall benefits represent good VfM in
relation to the costs payable by members, relative to how the funds have performed. The reasons
underpinning this conclusion include:

- Charges for the Scheme’s default investment arrangement are below the charge cap of 0.75% per
year and the funds used within the default investment arrangement offer at least ‘reasonable’ value.

- All of the Scheme’s funds are highly rated by the Scheme’s investment advisor.

- Investment performance for all funds, when comparing to a suitable benchmark, has been
reasonable over a period of three years.

Additionally, the Company pays for governance, administrative costs, and advisory costs associated
with operating the Scheme, which further enhances the value that members receive.

The non-financial benefits of membership were also considered and included (amongst other things):
the efficiency of administration processes and the extent to which Mercer as administrator met its SLAs
for the year; the communications delivered to members including on-line access to information,
literature and modelling tools via the introduction of OneView; and the quality of Scheme governance.
The assessment concluded that overall, the Scheme also offers good value for members in these areas.

Despite this, the Trustees are aware that as the membership and assets of the DC Section reduce over
time, that the continued provision of good value may not be sustainable. As a result, the Trustees are
investigating possible approaches to securing DC benefits outside of the Scheme.

5. Trustee knowledge and understanding
In accordance with sections 247 and 248 of the Pensions Act 2004, the Trustees are required to maintain
an appropriate level of knowledge and understanding which, together with professional advice which
is available to them, enables them to properly exercise their functions and duties in relation to the
Scheme as a whole, not just the Defined Contribution section.

The requirement has been met during the course of the Scheme year and the Trustees have undertaken
regular training throughout the year:

- In March 2022, the Trustees received training from Mercer on the Pensions Dashboard, and what
the Trustees’ requirements were.

- In March 2022, the Trustees received training on the Pension Regulator’s single Code of Practice.



- The Trustees receive topical training from their advisers at each meeting.

The Trustees are conversant with, and have a working knowledge of, the Trust Deed and Rules and the
policies and documents setting out the Trustees’ running of the Scheme. If there are any ambiguities
over the interpretation of the Rules legal advice is sought from the Scheme’s legal advisors.

The Trustees are conversant with, and have a working knowledge of, the current SIP. The Trustees
undertake regular training on investment matters and review the investments held by the Scheme at
each meeting. The Trustees have sufficient knowledge of investment matters to be able to challenge
their advisors.

The Trustees receive professional advice from Mercer and other advisors to support them in reviewing
the performance of the Scheme and in governing the Scheme in line with the Trust Deed and Rules, and
the relevant skills and experience of Mercer is a key criterion when evaluating advisor performance or
selecting new advisors. The advice received by the Trustees along with its own experience allows them
to properly exercise their function as Trustees.

The Trustees have a robust training programme in place for newly appointed Trustees.  Upon
appointment, a trustee is required to undertake completion of the Pensions Regulator’s online training
programme and an onboarding guide is available for new trustees.

The Trustees undertook a number of activities over the past year which demonstrates how they have a
working knowledge of pension & trust law, funding & investment principles, Trust Deed and Rules and
the SIP. These activities include:

- A log detailing Trustees training is maintained, which includes the modules of the Pension
Regulator’s Trustee Toolkit undertaken. The log is reviewed regularly.

- Carrying out regular reviews of the Scheme’s risk register. The register is reviewed at each meeting.

- Upon request of the Company, the Trustees with their advisors worked at the end of the year to close the
DC Section of the Scheme to future contributions.

- Carrying out a review of the Scheme’s investment options.

- Continuing the process of appointing member-nominated Trustees. After the term of a current
member-nominated Trustee ended in February 2021, following a nomination process and postal
ballot, the member-nominated Trustee was appointed for a further term of office.

- The Trustees’ meetings held in the period for this Statement were attended by the Scheme’s
advisers, with training and advice delivered as part of the business at these meetings and is
incorporated by the Trustees into their decision making processes.

The Trustees believe that the best run pension schemes utilise the combined skill and knowledge of
both 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.

This Statement has been prepared in accordance with Regulation 23 of the Occupational Pension
Schemes (Scheme Administration) Regulations 1996 as amended by the Occupational Pension Schemes
(Charges and Governance) 2015 (together ‘the Regulations’) and I confirm that the above statement has
been produced by the Trustees to the best of my knowledge.

Signed for and on behalf of the Trustees of the Basell Polyolefins UK Pension Scheme

Signature: ________________________________

Name:       ________________________________ (Chair of Trustees)

Date:        ________________________________

Stéphane Vayron 

04.10.2022

cancels and replaces DC Chair Statement signed on 27.09.2022


