
 

 

7 August 2009 
 
 
PADA Investment Consultation team 
St Dunstan’s House 
201-211 Borough High Street 
London 
SE1 1GZ 
 
 
Dear Sir, 
 
RE:  Building Personal Accounts: Designing an Investment Approach 
 
The Depositary and Trustee Association (DATA) represents all Depositaries and Trustees of UK-
based FSA Authorised unit trusts and open-ended investment companies. At the end of May 
2009, the members of DATA were responsible for safeguarding £391.3 billion of funds under 
management 
 
We welcome the opportunity to respond to PADA’s latest Consultation Paper “Building Personal 
Accounts: Designing an Investment Approach”.  DATA are keen to continue to engage with 
PADA to support the development of Personal Accounts in the context of investor protection, 
fund governance and investor confidence in the Scheme 
 
With respect to the Consultation, the paper discusses many aspects of the investment 
proposition and considers governance from a shareholder engagement perspective.  Question 
3.4 asks “What particular measures should the trustee corporation undertake to 
ensure that members can have confidence in the scheme”.  We firmly believe that 
whatever investment structure is in place, oversight and segregation of the assets of the 
scheme is integral to the efficiency and safety of, and confidence in, the scheme. 
 
Having reviewed IMA’s analysis and response to this consultation, we consider that the 
governance of the investment framework will not be simple, particularly if PADA opt for a target 
date fund structure.  Depositaries and Trustees have extensive experience in the oversight of 
different fund structures with different investment objectives and have experience in dealing 
with “manager of manager” type structures.   
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The Depositary and/or Trustee have the following duties and characteristics in relation to 
Authorised Funds: 
  

• the safeguarding of the schemes assets and oversight of the management company’s 
activities. 

 
• review on an ongoing basis the appropriate procedures and controls put in place by the 

management company. This extends to cover any tasks delegated to a third party by 
the manager.  Key areas for review include valuation and pricing of the schemes assets, 
registration and dealing procedures for dealing in units, compliance with the investment 
mandate of the fund in terms of investment spread and type, and any other areas 
concerning the day to day running of the scheme. 

 
• will usually be a subsidiary of large financial institution and is required to maintain their 

gross capital of at least £4m. 

• has a clearly defined fiduciary responsibility to place the interest of the investors above 
all others, including its own. 

• required to have FSA approved persons in positions of senior management to ensure 
appropriate levels of accountability are maintained. 

 
• unlike a pension fund trustee the role of the investment funds trustee/depositary does 

not extend to fund performance or the appointment of managers. 
 
In order for the assets to be segregated from the scheme and the investment manager, the 
Depositary appoints a Global Custodian.  Global Custody is a comprehensive service package 
comprising the safekeeping and administration of large, globally diversified securities portfolios.  
The aim is to provide an exceptionally efficient and transparent securities administration 
process.  It would also provide the Trustee Board increased flexibility in choosing investment 
managers, as well as greater transparency and efficiency in the pension fund administration 
process.  
 
Clearly separating the Global Custodian's areas of responsibility from the investment will also 
ringfence assets in the event of default.. 
 
Through previous discussions with PADA we have looked to demonstrate the benefits of the 
Authorised Funds model as a method to administer “manager of manager” arrangements with 
the Scheme. It would bring the benefits of Trustee / Depositary fiduciary oversight, FSA defined 
investor compensation mechanism in case of errors, and the protections provided through the 
appointment of a Global Custodian. 
 
Alternatively, we have proposed that the expertise of the Trustee / Depositary providers could 
be utilised to support the fiduciary responsibilities of the Trustee Board on a more direct or 
selective basis. 
 



 

 

We appreciate that there has yet to be consultation on the legal form of the scheme, but would 
be very happy to continue dialogue around these aspects of fund governance and structure in 
the context of the question of investor protection and therefore investor confidence in the 
scheme. 
 
Yours Sincerely 

 
 
Kevin Tomlin 
Chairman of DATA 


