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GOVERNANCE STATEMENT FOR THE DEFINED CONTRIBUTION SECTION OF THE RYDER PENSION
FUND

Introduction

This Governance Statement sets out the information that the Trustee is required to provide by law – namely
demonstrating how the DC Section and DB Section AVCs meet the governance standards that came into
effect from 6 April 2015. It covers the period from 1 January 2019 to 31 December 2019. The DC Section
closed to future contributions on 31 March 2019.

The default “lifestyle” arrangement

The investment of pension fund assets is often a long-term exercise. The common aim is to have long-term
growth which is higher than inflation for most of the time up to retirement. However, the investments most
likely to give good long-term returns tend to change in value, sometimes by quite large amounts, and
sometimes over quite short periods of time.

To try to reduce the effect of short-term changes in value of the amount of the pension and cash that a
member can take using their DC Section fund at retirement, the Trustee has arranged a lifestyle option
targeting cash and purchase of an annuity at retirement called the Lifestyle Plus 75 Annuity fund, and this is
the default arrangement for any members who do not choose to invest their DC Section fund in a different
way.

Over the longer term funds containing a large proportion of company shares (equities) have often
outperformed other types of investment in the past. At the same time, lower expected risk can be achieved
by having a spread of investments held in different geographic regions. For this reason the main fund used
for the lifestyle option is the BlackRock (50:50) Global Equity Index Fund. This is a fund which invests in
shares of UK and overseas companies. Up to 15 years from retirement, the asset allocation is 75% invested in
the BlackRock (50:50) Global Equity Index Fund, 8% in the BlackRock DC Diversified Growth Fund, 10% in the
BlackRock Over 15 Year Corporate Bond Index Fund and 7% in the BlackRock Over 5 Year Index Linked Gilt
Index Fund.

Under the lifestyle option a member’s DC fund is gradually moved over the last 15 years before their chosen
retirement date into investments which aim to protect the amount of cash and pension at retirement. This is
achieved by gradually switching investments, with the aim of being 75% invested in the BlackRock Over 5
Year Index Linked Gilt Index Fund and 25% invested in the BlackRock Institutional Sterling Liquidity Fund at
retirement. The lifestyle option does not aim to give the highest investment return; it aims to protect the
level of cash and pension on retirement from investment falls or crashes.

The assets underlying the DC Section default option are held in pooled funds, most of which can be realised
if the Trustee so requires.

The Trustee is seeking to maximise overall investment returns for the DC Section default option subject to
an acceptable level of risk.

There is no default arrangement for the DB Section AVCs.
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Statement of Investment Principles in respect of the default arrangement

The key governance issues are addressed in the Trustee’s Statement of Investment Principles.  The
Statement of Investment Principles for the DC Section was last reviewed in April 2017 and is included in
Appendix 2.

Reviews of the default arrangement

The default arrangement was last reviewed in 2019. No changes were made to it as a result of this review.
However, the preliminary analysis of the review indicated that it may be appropriate to consider
changing it to the DC Section’s Lifestyle Plus 100 Drawdown fund. This arrangement is invested 100% in
the BlackRock (50:50) Global Equity Index Fund up to 15 years until retirement.  It then gradually switches
the assets to be invested 35% in the BlackRock (50:50) Global Equity Index Fund, 20% in the BlackRock
DC Diversified Growth Fund, 25% in the BlackRock Over 15 Year Corporate Bond Index Fund and 20% in
the BlackRock Over 5 Year Index Linked Gilt Index Fund at retirement. The aim of this arrangement is to
reflect an appropriate allocation for someone who wishes to stay invested beyond retirement, as it
provides exposure to a diversified range of asset classes which aim to generate growth whilst also aiming
to provide a degree of protection against inflation and greater capital security than equities.

In light of the closure of the DC Section to future contributions, the Trustee are currently carrying out a
review of the options for the DC Section with their advisers. Once this review has been concluded the
Trustee will give further consideration to making changes to the default arrangement. This is expected to
happen later this year.

The Trustee receives quarterly information on the performance of the funds underlying the default
arrangement and the additional investment options from the fund manager and this is normally reviewed
formally at each Trustee meeting.

Processing of financial transactions

The core financial transactions include investment of contributions, transfers into and out of the Fund,
switches between the different investment funds that are available, and payments out of the Fund.

The Fund administrators, XPS Administration, have adopted internal control procedures that are
designed to ensure that core financial transactions are processed promptly and accurately.

Service Level Agreements (“SLAs”) are in place across all administrative activity on the Fund to ensure
that all work is completed in a timely manner. The Trustee receives quarterly reports from the Fund
administrators that enables it to monitor the administration service and, in particular, that SLAs are being
met.

The Trustee also reviews the annual administration assurance reports obtained by the DB Section AVCs
administrator, which provide assurance that the internal control procedures are being followed in
practice. The Trustee had no concerns over the administration of financial transactions over the period.

Charges and transaction costs

DC Section

The annual management charges (AMC) and total expense ratios (TER) applicable to the funds
underlying the default strategy and the other investment funds available are set out in the table below.
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The TERs are the sum of the AMCs, any other charges that the funds may incur such as auditing, registry
fees and expenses and any discounts that may apply.

Aviva Funds AMC (p.a.) TER (p.a.)
BlackRock (50:50) Global Equity Index 0.43% 0.37%
BlackRock Over 15 Year Corporate Bond Index 0.43% 0.37%
BlackRock Over 5 Year Index-Lined Gilt Index 0.43% 0.37%
BlackRock Over 15 Year Gilt Index 0.43% 0.37%
BlackRock DC Diversified Growth Fund 0.98% 0.92%
BlackRock Institutional Sterling Liquidity 0.43% 0.37%

Transaction costs are variable costs associated with investment trading and are incurred when
investment funds are bought and sold – either as part of the lifestyle strategy as members move
between funds, or as part of the ongoing smooth running of each fund. The former is an essential part of
generating investment returns on behalf of scheme members and to manage risk so that a smoother
journey is experienced throughout a member’s working life. The latter is an essential part of fund
management.

Details of the transaction costs over the period are included in Appendix 1.

DB Section AVCs

The annual management charges (AMC) and total expense ratios (TER) applicable to the available Legal
& General funds are set out in the table below.

AMC (p.a.) TER (p.a.)
Multi-Asset Index 0.25% 0.26%
Over 5 Year Index-Lined Gilts Index 0.10% 0.10%
Global Equity 60:40 Index 0.16% 0.18%
Over 15 Year Gilts Index 0.10% 0.10%
Cash 0.125% 0.125%

The transaction costs for members dealing funds during the assessment period were provided by Legal
& General and were as follows:

Transaction costs (£)
Transaction costs

as % of funds
traded

Multi-Asset Index -38.00 -0.08
Over 5 Year Index-Lined Gilts Index 0.00 0.00
Global Equity 60:40 Index 24.44 0.11
Over 15 Year Gilts Index 0.00 0.00
Cash 0.00 0.00



4

There are also turnover, or “frictional costs” incurred by members in each fund due to securities being
bought/sold by the fund. These costs amounted to either nil or less than 0.01%, depending on the fund,
for each quarter in the assessment period.

The expense charge on the with-profits AVC funds held by Equitable Life is 1% p.a. This expense charge
is made when calculating the return allocated to the funds each year. In addition to this, Equitable Life
hold back some of the with-profits fund each year to meet the cost of paying guaranteed benefits in the
future. This charge is 0.5% p.a. At the end of 2019, these AVC funds were transferred to Utmost Life and
Pensions’ investing by age strategy.

Illustration of charges levied on members

The table below shows how different costs and charges can impact the pension pot of members over
certain periods of time, based on a selection of investment funds available in the DC Section of the
Fund. These illustrations have been provided by Aviva, and are based on the following assumptions:

· The member does not have anything in their pension pot when they start saving. Contributions
are assumed to be paid at a rate of £100 per month increasing in line with assumed earnings
inflation of 2.5% each year.

· The figures illustrate the pension pot value in ‘today’s money’, which means they take inflation
into account by discounting values at 2.5% a year.

· Transaction costs may not have been included where data was not available from the fund
managers.

Good value for members

The Trustee is required to assess the extent to which the (ongoing) charges and transaction costs set
out above represent good value for members. When assessing value for money, the Trustee considers
scheme management and governance, administration, investment governance, and communications,
and considers both the costs and benefits of membership.
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For the DC Section and DB Section AVCs, the Trustee believes that the charges and transaction costs
represent good value for members. The most recent assessment of the value for members was carried
out by Aon Hewitt in October 2018, which concluded that the Fund’s DC arrangements were well-run
and offered good value for members. The assessment recommended that the Trustee receives more
comprehensive regular monitoring on the Fund’s DC investments, including performance information
and member outcomes, and include a regular slot at future trustee meetings so that the Fund’s DC
arrangements are considered on a regular basis.

The Trustee did not carry out an assessment in 2019 as it is currently carrying out a review of the options
for the DC Section with their advisers. Once this review has been concluded the Trustee a new
assessment will be carried out. The Trustee continues to review the investment performance of the DC
investments at each quarterly meeting to review investment performance of the DC investments.

Trustee knowledge and understanding

The Trustee is required to have appropriate levels of trustee knowledge and understanding in relation
to the understanding of and conversance with the Fund’s Trust Deed and Rules, Statement of
Investment Principles and other Fund documentation and knowledge and understanding of pension
and trust law and of funding and investment principles. This is achieved in a number of ways including:

- Regular review of knowledge and understanding and associated training needs at Trustee meetings.
- Appropriate training undertaken at or outside of regular Trustee meetings.

During the period from 1 January 2019 to 31 December 2019, the Trustee received training on the DC
Section and DC provision, and default funds in DC schemes. The Trustee has also appointed
professional advisers who provide advice and support, which means that the Trustee is able properly to
exercise its functions as Trustee of the Fund.
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Appendix 1 – Transaction costs for the DC Section
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Appendix 2 – Statement of investment principles
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