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Executivesummary

We need to support the range of different
individuals within our DC plans to ensure
they get most from the scheme in terms
of their own outcomes, and also so that
the scheme works for the sponsor in

terms of helping transition employees into
retirement in an orderly and dignified way.

While it is important to understand outcomes for a
“typical member” we need to have an understanding
of the outcomes on an individual member basis to help
target resource in the places where it is most needed.
This may be in the form of increased contributions,
changes to the investment design, default target
retirement age or communications aiming to change
member behaviours

Why is thisimportant?

Our DC scheme survey showed expected retirement
outcomes of less than 40% of salary in around

two thirds of schemes where this information was
known. This level of income may not be enough for
employees to be able to afford to retire. It also can
disguise that for some groups of employees their
likely retirement outcomes could be a lot lower at
their target retirement age, meaning that they need
to work until a much older age before they can afford
to retire.

Similarly research published by the Pension

and Lifetime Savings Association (PLSA) in their
report “Retirement Income Adequacy: Generation by
Generation”, showed that 13.6 million current workers
are at high risk of failing to achieve an adequate
income in later life

What does this mean for those who
manage/govern a pension scheme?

In the not too distant future many employers will need
to face up to the challenge of having a large number
of employees who may wish to retire, but do not have
sufficient pensions to enable this.

Likewise trustees have a duty to act in the interests of
the members and beneficiaries of the scheme and to
undertake their duties in relation to the DC Code of
Practice, including areas of investment governance,
communications and assessing value for members.
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What should those who manage/
govern a pension scheme do?

We all know that inertia is a key issue in the pensions
landscape. Inertia can be a good thing, for example
with auto-enrolment, but it also means we need to take
care in setting our defaults and to check their impact on
our diverse range of members.

We need to target our resources to get members to focus
on the decisions they actually need to make and accept
that the rest of the time as scheme trustees or managers
we need to Do It For Them, by getting the default right
across the range of different types of members.

* Understand your membership
— Who are your members and what do they need?
— How do you work towards meeting these needs?

* Make your defaults smarter
— Does your default contribution design provide
sufficient projected outcomes to allow scheme
members to be able to afford to retire?
— Is your default investment working hard enough
and is it aligned to your members?

* Use positive, focussed messaging
— Ensure you have a communication plan in place
— Check your overall objectives align with your
communications plan
— Consider as part of your communication;
= Why are you communicating?
e.g. encourage employees to contribute more
= What is the message you are communicating?
e.g. save more to allow you to retire earlier and
receive ‘free money’ from your employer
= Who are you communicating to?
e.g. employees on lowest contribution rates
= How are you going to communicate?
e.g. Posters followed by personalised emails
= When is the most appropriate time?
e.g. Around time of pay rises
— How do you measure whether your
communications are effective?

Make sure your DC pension works for all
your members!

What are the solutions?

Aon’s teams can support you at every stage, whether it
is with helping you to understand your demographics
and set and meet objectives, or with the provision of
specific tools or products for the key elements of your
DC arrangement.

A selection of some of our relevant tools and services
are described briefly on the following pages.
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Understanding DC membership

DC Analytics
Dive into the detail of your members, are they all representative members for your scheme and examine
on track? Where are the shortfalls? Where should the impact of actions over time.

you focus? Using this tool we can help you to create

DC analytics
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Setting your DB or DC Objectives

Aon ViewPoints

This tool can help by seeking out the views and groupthink or a single authority voice dominating
priorities of those running the scheme, helping to set others’ thinking. It ensures that different viewpoints
the direction. The starting point is a questionnaire that are identified. These different viewpoints can then
all stakeholders can individually complete whether be explored in a workshop that debates the output,
they are in HR, Finance, are pension trustees, or a GPP resulting in a clear set of common objectives to
governance committee. By seeking out responses enable you to focus your efforts on areas that are
from all involved with the DC arrangement by way of important to members.

individual questionnaires it can help avoid herding,
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For contribution design

Aon 2017 DC scheme survey

From meeting the legislative criteria for auto-enrolment,

40N Defined Cong N Scheme Surve,
.Defined Contribytig, Scheme sy,
rvey

2017

Navigatin
the futurg»

to benchmarking contribution rates with peers or
modelling projected member outcomes for your
employees to ensure adequacy for retirement, we have
unparalleled experience in DC design to help deliver to
your scheme objectives.

Plotting the course

> contributions will How can you
' ' WAY q q ny,
for contributions s 00
target and April 2019. Will of this to your
you change your members?
scheme design?
Companies need to ensure that they meet the mandated
increasing auto-enrolment contributions in 2018 and 2019.
More widely, employers need to consider the future workforce
planning implications of inadequate DC contributions.

It is up to employers to get their plans on track. But many are
held back by not having a clear idea of what they will do.

Key Unexpected
discoveries findings

Many trustees and scheme managers 1in 4 schemes offer a maximum company

'
need guidance — from our survey over half contribution level in excess of 13% pensionable salary. | \ / O ; ; 1 I g

do not know how much their members Ma.ny respondents T weies) el fanTeas

are likely to receive when they retire. will opt out when auto-enrolment increases. fo " A ZE 3 ]-’d

41% of schemes need to alter Only 10% of respondents whose schemes
course and increase contributions before need higher minimum contribution levels intend to let Make sure your
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April 2019 employees opt back down to a lower rate. scheme is auto-

The average default enrolment ready and
com&?lny contribution rate $ X ObStaCleS communicate any changes.

has en to 6%, but this varies

Know your outcomes.
significantly across different sectors. y

‘Integrating auto-enrolment staged increase

Of those who knew, 2in 3 isting contribution structures’ Consider contribution design
respondents expect their lifetime including auto-escalation.
members to get a replacement ratio of

less than 4 lary.
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For DC investment

Aon’s Delegated DC Service

Aon’s Delegated DC Service brings together the best
of Aon’s DC and investment expertise, to position
trust-based schemes for investment success and better
member outcomes. This is achieved by providing
schemes with greater access to investment expertise
than trustees normally have time to provide, strong
governance structures and a broader range of
investment options for members.

Trustees work with Aon’s DC investment experts to
develop their investment strategy, set their scheme
objectives, as well as determine a glide path. Aon then
implements this strategy on behalf of trustees, working
with Aon’s experienced delegated investment team to
deliver that strategy effectively.

Investment Consulting

Aon supports institutional decision makers with
their investment challenges. We partner with ClOs,
trustees and sponsors to help them find their unique
path through the complexities of investment.

All of our solutions are designed to drive better
outcomes, meet clients' specific goals and match
their circumstances. Specialisms include:

* Investment Strategy — we listen to every scheme
we work with and deliver a tailored strategy
based on their individual investment beliefs,
objectives, timescales and risk appetite.

* Asset Allocation — our team's global coverage
and 130 years of combined experience gives
us unique insights into mid-term as well as
long-term approaches to investment.

* Risk Management — our combined investment
and actuarial expertise, backed by risk
analytics, support clients to achieve the right
risk/reward balance for their scheme.

* Global Investment Management — Aon's global
manager research team is 100% focused on
delivering in-depth, quality research and ongoing
monitoring of fund managers and their products.

What does delegated investment look like in the trust-based world?

Responsibilities

Trustees
Investment

\Né
Strategy
Scheme
Company Aon

v

Investment . Aon Delegated DC Services
Implementation

Select investment managers
for each asset class

Agree legal contracts with managers
Oversee transition to new managers
Monitor platform and fund managers

0o
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For bundled DC Investment
and full governance

Aon MasterTrust

The Aon Master Trust incorporates robust investment The transition to retirement can present members
with challenges — especially in terms of accessing their
money in a flexible, tax-efficient way. The Aon Master

Trust offers retirement income services to accommodate

design, intuitive technology tools, efficient

administration, as well as strong member engagement
and communication tools that can help members plan
effectively for their retirement. flexible drawdown options and to make the financial

path to retirement as smooth as possible.
The Aon Master Trust has a fully independent and

experienced trustee board, offering governance and
operational oversight, to give you total reassurance that -

your members are looked after — now and in the future. '
Aon Defineq
Contributijon
The Aon MasterTruSt

pert gui
Expert guidance 9ives your employees’ e Journey the direction it needs

The professional structure of the Aon Master Trust
enables it to comply fully with regulatory requirements
for protecting members and makes this a simple
process, with real-time performance and monitoring
reporting for employers.

The Aon MasterTrust

The Aon MasterTrust provides
an opportunity to access

a professionally-managed
occupational pension scheme.
It supports employers to meet
their pension governance and
performance responsibilities
and to deliver better outcomes
for their members.

It can also help minimise
administrative workloads and
costs and position employers

to respond, now and in the future,
to increasingly frequent and
complex pension developments.

It combines robust investment
design with a service delivered

by experts and offers a unique
member experience, with stronger
engagement, through its cutting-
edge tools and technology.

Service
delivered by
experts

Reassurance that members are
looked after now and in the future

The Aon MasterTrust supports
employers to address their challenges
and concerns around cost, risk, time,
investment design and pensions
freedom. It draws on our UK and
global expertise and knowledge of
how to design the most advantageous
investment structures, of how to
engage members effectively and to
help them make the best possible
pension and investment decisions.

Our services
The Aon MasterTrust draws on a
combination of Aon's expertise
in DC within the UK and globally,
our market-leading investment
expertise, and credentials in
building strong governance
frameworks. We offer a service
delivered by experts and our
expert guidance positions
schemes to deliver better
outcomes for their members —
now and in the future.

N

Unique Stronger engagement

member
experience

The Aon
MasterTrust

through cutting-edge
technology and tools

Robust
investment

Fully customised and adaptable
investment tools to deliver innovation

with simplicity
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Member insight

Aon DC member survey

Our 2016 DC survey explored the views of over 4,000
DC members to understand what they are looking
for from their DC scheme and how those running
schemes can match their objectives with the goals of @ Helping your

their members. x\ Membere achieve
their goals
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For DC communications

Developing a strategy

There are always limits on time and resources
available, so it’s important to have a DC
communications plan with clear objectives aligned to
your overall scheme plan and to have defined targets
and measures of success.

Understanding the individual

Communications have more impact if they’re talking
about peoples’ real experiences and aspirations. We can
help you to map your employees’ financial journeys,
and segment your workforce so the information is
always relevant and to-the-point, whether it’s a simple
email, or an invitation to a retirement roadshow.

Member decisions

© o

Financial Wellbeing

Money worries play a big part in stress — so giving
people the knowledge and tools to keep their finances
under control can have a direct influence on sickness
and absences. Every workplace, and every team, is
different. So don’t just assume what your people need;
take the trouble to find out. That starts with surveys and
also includes face-to-face focus groups, enabling us to
pick up on non-verbal signals about how people are
really feeling, to understand your employees and help
build an informed business case for support.

=

1. Stay 2. Pay 3. Invest 4. Retire 5. Spend
Should | stay Should | pay in Should | change where Should | change How should |
in the scheme? more/less? my money my target take my retirement
is invested? retirement date? benefits?
Mini-statements 5 - - : XYZ Company

A more easily digestible way of communicating to
members how much income they might receive at
retirement and what difference that they could make
by increasing their contributions now.

LV E Company Penien Schama

Are you on course to receive the
pension you are aiming for, Lauren?
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Retirement support

Aon’s Retirement Service

Our DC retirement service provides access to
education, guidance and advice as required for
members approaching and at-retirement.
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A combination of online tools, printed guides and
face to face contact enables employees to understand
the choices available to them and to make informed
decisions on how to use their DC funds in retirement.
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Helpline: 0800 107 0392

Annuities About us

Getting an income in retirement

Click hercSuss
Retirement Options
Report

Welcome to the Aon Retirement Service.

We think you're about to retire, choose where you are below.

E | am a few years away E | am about a year from | am ready to retire
from retirement retirement
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Contacts

For more details please contact your Aon consultant
or email;

Steven Leigh
+44 (0)7920 213 471
Steven.Leigh@aon.com

Sophia Singleton
+44 (0)7852 897 589
sophia.singleton@aon.com



About Aon

Aon plc (NYSE:AON) is a leading global
professional services firm providing a broad
range of risk, retirement and health solutions.
Our 50,000 colleagues in 120 countries empower
results for clients by using proprietary data and
analytics to deliver insights that reduce volatility
and improve performance.

For further information on our capabilities and to
learn how we empower results for clients, please visit
http://aon.mediaroom.com.
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This document and any enclosures or attachments are prepared on
the understanding that it is solely for the benefit of the addressee(s).
Unless we provide express prior written consent, no part of this
document should be reproduced, distributed or communicated to
anyone else and, in providing this document, we do not accept or
assume any responsibility for any other purpose or to anyone other
than the addressee(s) of this document.

Notwithstanding the level of skill and care used in conducting due
diligence into any organisation that is the subject of a rating in this
document, it is not always possible to detect the negligence, fraud,
or other misconduct of the organisation being assessed or any
weaknesses in that organisation’s systems and controls or operations.

This document and any due diligence conducted is based upon
information available to us at the date of this document and takes no
account of subsequent developments. In preparing this document we
may have relied upon data supplied to us by third parties (including
those that are the subject of due diligence) and therefore no warranty
or guarantee of accuracy or completeness is provided. We cannot

be held accountable for any error, omission or misrepresentation of
any data provided to us by third parties (including those that are the
subject of due diligence). This document is not intended by us to
form a basis of any decision by any third party to do or omit to do
anything.

Any opinions or assumptions in this document have been derived

by us through a blend of economic theory, historical analysis and/or
other sources. Any opinion or assumption may contain elements of
subjective judgement and are not intended to imply, nor should be
interpreted as conveying, any form of guarantee or assurance by us of
any future performance. Views are derived from our research process
and it should be noted in particular that we can not research legal,
regulatory, administrative or accounting procedures and accordingly
make no warranty and accept no responsibility for consequences
arising from relying on this document in this regard.

Calculations may be derived from our proprietary models in use at
that time. Models may be based on historical analysis of data and
other methodologies and we may have incorporated their subjective
judgement to complement such data as is available. It should be
noted that models may change over time and they should not be
relied upon to capture future uncertainty or events.

Aon Hewitt’s Delegated Consulting Services in the UK are managed
by Hewitt Risk Management Services Ltd which is authorised and
regulated by the Financial Conduct Authority.

The Aon Retirement Service is provided by Aon Consulting Limited
which is authorised and regulated by the Financial Conduct Authority
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Registered No: 4396810.

Registered Office:

The Aon Centre

The Leadenhall Building

122 Leadenhall Street

London EC3V 4AN

Copyright © 2018 Aon plc
aon.com

Empower Results®



