
TNT Group Pension Scheme (“the Scheme”)

Statement of Investment Principles

1. Introduction

The Trustees of the TNT Group Pension Scheme (“the Scheme”) have adopted this Statement of
Investment Principles (“the Statement”) to comply with the requirements of:

 The Pensions Act 1995, as amended by the Pensions Act 2004;

 The Occupational Pension Schemes (Investment) Regulations 2005, as amended by the
Occupational Pensions Schemes (Charges and Governance) Regulations 2015; and

 Subsequent legislation, hereinafter the above are collectively referred to as ‘the Act’.

As required under legislation, the Trustees have consulted a suitably qualified person in obtaining
written advice from Mercer Limited (“Mercer”) regarding the investment arrangements to ensure
compliance with the legal requirements about choosing investments (as per section 36 of the
Pensions Act 1995).  The Trustees, in preparing this Statement, have also consulted FedEx
Express UK Transportation Limited (“the Company”) as Sponsor of the Scheme.

The Statement is intended to affirm the investment principles that govern decisions about the
Scheme’s investments.  The specifics of the Scheme’s Investment arrangements are detailed in
the Investment Policy Implementation Document (“IPID”), which is available upon request.

The Trustees’ investment powers are set out within the Scheme’s governing documentation and
relevant legislation.  If necessary, the Trustees will take legal advice regarding the interpretation
of these.  The Trustees note that, according to the law, they have ultimate power over, and
responsibility for, the Scheme’s investment arrangements. When the Trustees make investment
decisions, they will refer to this Statement to ensure that the Scheme’s investment arrangements
are consistent with their investment principles.

The Scheme is a defined contribution (“DC”) pension arrangement. It is a qualifying scheme for
auto enrolment purposes.

Ongoing contributions, Additional Voluntary Contributions (“AVCs”) and some transfer values
brought into the TNT Group Pension Scheme (“Main Scheme Members”) are invested in a range
of pooled investment vehicles selected by the Trustees, via a contract with FIL Life (“Fidelity”).

In addition, the Trustees undertook a buy-in of a proportion of deferred members (“Buy-In
Members”) in February 2014 with Aviva through Mercer Workplace Savings (“MWS”), and
subsequently undertook a further buy-in of deferred members in November 2017 to the same
policy.  The Trustees have made a range of investment funds available to these members.

The Trustees will seek to maintain a good working relationship with the Company and will
discuss any proposed changes to this Statement with the Company.  However, the Trustees’
fiduciary obligations to Scheme members will take precedence over the Company’s wishes,
should these ever conflict.
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The Trustees are charged with:

 Establishing, maintaining and reviewing the policies within this statement;
 Assuring compliance with the relevant UK legislation in relation to pensions;
 Identifying, selecting and monitoring a qualified trustee/custodian, administrative, advice,

audit, and investment service providers;
 Identifying, selecting, appointing and monitoring an Investment Consultant charged with

assisting the Trustees in the overall supervision of the Scheme’s investments;
 Terminating providers, managers and advisors, when necessary;
 Delegating investment oversight and administrative duties, as appropriate;
 Identifying and selecting investment options for each Section of the Scheme that offer an

adequately diversified line-up;
 Understanding the risk and return characteristics and applicable fees and expenses of each

investment option;
 Monitoring the investment strategies, performance, and risk characteristics of investment

options on a quarterly basis, and in the case of an investment option structured as a
customised fund-of-funds, monitoring the underlying investments for such option;

 Ensuring that each investment option meets and maintains certain selection and
performance criteria;

 Taking appropriate action if objectives are not being met or if the investment strategy
employed by any of the funds is no longer appropriate for the investment option; and

 Ensuring that fees paid to service providers and related expenses of each Section of the
Scheme are reasonable; and

 Document the Trustees’ activity and actions to implement the principles in an annual
implementation statement.

Responsibilities of the Administrator

 Holding, having custody of, collecting income related to, and allocating the assets in
accordance with the terms of the applicable Scheme’s trust agreement;

 Establishing procedures for accepting participant contributions and allocating them in a timely
and effective manner to investment options as directed by the  member;

 Making payments from the Scheme to such members or beneficiaries, as directed or as
required by applicable law;

 Ensuring the Scheme is operating in accordance with the terms of the Scheme, trust
agreements, applicable laws and regulations; and

 Meeting with the Trustees, upon request.

Responsibilities of the Investment Managers

Companies that serve as investment fund managers for one or more of the investment options of the
Scheme shall:

 Establish procedures for receiving, investing, transacting, distributing and applying applicable
tax withholding for Scheme and member assets;

 Accept Scheme assets as directed by the Trustees and invest according to the stated
investment philosophy and strategy dictated in each fund prospectus or investment
authorisation agreement;

 Issue prospectuses, annual reports and other pertinent information on a timely basis to the
Trustees and the Investment Consultant;

 Meet with the Trustees. when requested, to review the performance and discuss current
strategy; and
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 Notify the Trustees in writing of any material deviation from the stated investment approach,
changes in key investment management staff, or investigations or pending actions.

Responsibilities of the Investment Consultant

An Investment Consultant’s responsibilities include:

 Recommending to the Trustees, modifications to the investment policy, objectives, guidelines
or investment manager structure as appropriate;

 Conducting Investment Manager searches and a high-level review of Investment Manager
guidelines;

 Evaluating the investment performance results, evaluating the Scheme’s investment program
on an ongoing basis and advising the Trustees as to the performance and continuing
appropriateness of each Investment Manager;

 Performing ongoing investment fund manager and platform provider monitoring and due
diligence;

 Reporting all investment results as directed by the Trustees in a timely manner; and
 Keeping the Trustees informed on current investment trends and issues.

2. Investment Objectives
The Trustees’ objectives generally are:

 To offer suitable funds for the DC members so that DC members have sufficient investment
choice to satisfy their differing risk appetites and risk profiles;

 To offer an appropriate default option for those members who do not feel able to make
decisions on how their DC contributions should be invested.  The default fund is designed with
specific reference to membership demographics and risk tolerance.

The members choose how their assets are invested within the constraints of, and subject to, the
Trust Deed and Rules (the Trust Deed) and any restrictions imposed by the Trustees, from time
to time.

The Trustees recognise that members have differing investment needs and that these may
change during the course of members’ working lives.  They also recognise that members have
different attitudes to risk.  The Trustees believe that members should make their own investment
decisions based on their individual circumstances.

The objective of the Trustees is therefore to make available a range of investment options to
enable members to tailor their investment strategy to their own needs.  The Trustees have no
direct influence over the choices made by members or how the underlying investment managers
make investment decisions.

The following encapsulates the Trustees’ objectives when determining the range of investment
funds to make available to members.  The Trustees seek to make available a range of
investment funds that aim:

 to provide long term rates of return that enhance the value of members’ assets by retirement
as far as possible in relation to the risk taken;

 to offer funds which facilitate diversification and long-term capital growth (i.e. in excess of
price and wage inflation) so that the value of members’ assets at retirement can be
maximised;
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 to offer appropriate choice to allow members to set a strategy that may evolve over time to
meet their own personal and financial circumstances;

 to maximise member engagement and participation;
 to consider the cost and complexity of the Scheme in terms of administration and

communication;
 to offer funds that enable members to reduce risk in their investments as they approach

retirement.  Specifically, make available investments that provide protection for members’
accumulated assets against sudden (and sustained) reductions in capital values or in the
amount of pension that can be purchased;

 to offer options that allow members to tailor their investment to reflect the range of methods
available to draw benefits; and

 to meet fiduciary duties as set out in the Act and the Trust Deed.

3. Strategy
3.1 Benefit Strategy

New pension flexibilities were introduced by the Government from April 2015; these legislative
changes introduced some fundamental changes to how members can take their benefits at
retirement.  Legislation allows members greater freedom in relation to their DC savings (once
they have achieved minimum pension age of 55).  They no longer have to purchase an annuity
with their retirement account.  Individuals are now able to choose to take their benefits in one or a
combination of the following ways:

 Purchase an annuity;

 Drawdown;

 Take their retirement account as cash (the balance above the tax-free amount will be taxed at
the individual’s marginal rate) at once or in periodic withdrawals.

For members who do not wish to take an active role in investment decisions, the Trustees offer a
default option for both Main Scheme and Buy-In members, which are lifestyling arrangements
which de-risk investments to an asset allocation designed to be appropriate for members who
intend to access their benefits in a flexible manner or utilise income drawdown.

For a small section of the membership, the lifestyle targeting annuity has been deemed to remain
appropriate following the review in 2018.  A number of these members remain within the
Scheme.

Investment Platforms

The Trustees have contracts with two investment platforms.

Fidelity is the platform provider to the “Main Scheme members” arrangement and offers a range
of investment funds, managed both by Fidelity and external investment managers.  The Trustees
choose which investment funds to make available to members from the range of funds available
on the Fidelity Platform.

Aviva is the platform provider to the “Buy-In members” arrangement and offers a range of
investment funds, managed by both Aviva and external investment managers.  The Trustees
delegate which investment funds to make available to members from the range of funds available
on the Aviva Platform through MWS.
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3.2 Investment Strategy

The selection of investment options will be performed in a manner consistent with generally
accepted standards of fiduciary responsibility.  All decisions undertaken on behalf of the
members of the Scheme will be for the sole benefit of the members.

In devising the strategy, the Trustees have considered the kind of investments that members
should invest in and this constitutes a broad range of asset types ranging from those with the
highest expected risk (equities) to those with lower expected risk (bonds and cash).  The
Trustees have also considered asset classes and fund options for specific cohorts of the
membership.  The Trustees also considered the type of management to deploy for each of the
asset classes, depending on member charges and expectations of outperformance where active
management is deployed.

Considering the varied attitudes, goals, expectations, investment time horizons, risk tolerance
levels, and current and projected financial requirements of members, the Trustees have selected
investments based on the following considerations:

 To provide a line-up of investment options that allow members to build a diversified portfolio
based on their goals and risk tolerance.

 To provide investments that allow members to diversify their investments across various
asset classes.

 To provide low-cost, passively managed funds that choose investments in an attempt to
match the return and risk characteristics of a given benchmark.

 To provide actively managed funds with the objective of outperforming a given benchmark,
while taking a reasonable amount of risk and by choosing investments and/or sector
weightings that vary from the benchmark.

 To select funds with reasonable total expense ratios relative to their appropriate peer group.
 To balance the Scheme’s objectives of offering diversification, choice and flexibility while also

offering a fund range that is understandable to members, recognising that having too few
funds may fail to offer a sufficient level of diversification, while having too many funds may
complicate the education message.

The Default Options

The Trustees have established default investment arrangements to ensure the objectives as
outlined in section 2 and risks as outlined in section 5 are appropriately managed.  The default is
most suitable for members who wish to take their benefits via flexible means, akin to drawdown
(noting the small number of members whose default has been maintained as targeting annuity).
The Trustees believe that the defaults are designed with the best interests of members in mind.

The Trustees keep the investment strategies under regular review.  In making the manager
appointments, the Trustees have taken advice to ensure that the assets are invested in a manner
that aims to ensure the security, quality, liquidity and profitability of the investments.

Taking into account the demographics of the Scheme membership and the Trustees’ views on
how the membership will behave at retirement, the Trustees believe that the current default
option is appropriate but will continue to review this over time, at least triennially, or after
significant changes to the Scheme’s demographic, if sooner.

Details of the default options, other lifestyle strategies and fund ranges offered to members can
be found in the IPID.

The Trustees make available a range of funds which they believe provide appropriate choices for
members’ different savings objectives, risk profiles and time horizons. The balance of
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investments held between the funds is at the discretion of the members and, in the absence of
any decisions by the member, the balance will be determined by the structure of the default
option.

4. Expected Return

The funds available are expected to provide an investment return commensurate to the level of
risk being taken.  The Trustees believe that the range of funds offered should provide a range of
expected returns suitable for the membership as a whole to support the tailoring of investment
strategies.  The performance target for each fund is shown in the IPID.

5. Risk

In determining which investment options to make available, the Trustees, with advice from their
Investment Consultant, have considered the potential risks involved, including the key investment
risk associated with defined contribution pension investment.  This risk can be defined as the
uncertainty in the ultimate amount of savings available on retirement and there are a number of
factors which contribute to this uncertainty.  Some of these factors (such as the amount of
contributions paid and the length of time these contributions are invested) cannot be managed by
the investment options made available to members.

Other risks include:
i. the risk that the return over members’ working lives will not keep pace with inflation and does

not, therefore, secure adequate benefits at retirement;

ii. the risk that fluctuations in foreign exchange rates will cause the value of overseas
investments to fluctuate;

iii. the risk that the issuer of a financial asset, such as a bond, fails to make the contractual
payments due;

iv. the protection of capital, over at least the medium-term (i.e. periods over 3 years), is
fundamental in supporting the long-term growth of the members’ individual retirement
accounts.  The value of securities, including equities and interest-bearing assets, can go down
as well as up.  Members may not get back the amount they invested.

v. the risk that environmental, social or corporate governance concerns, including climate
change have a financially material impact on the return of the Scheme’s assets;

vi. the risk that investment market movements in the period immediately prior to retirement lead
to a substantial reduction in the anticipated level of benefit;

vii. the risk that the investment vehicles in which monies are invested underperform the
expectation of the Trustees;

viii. the risk that the investment manager underperforms its objectives, fails to carry out
operational tasks, does not ensure safe-keeping of assets, breaches agreed guidelines or
doesn’t have the relevant skill and knowledge to manage the fund;

ix. the risk that members are invested in strategies that do not reflect the way in which they
intend to take their benefits at retirement;

x. the risk that members’ investments do not provide the required level of liquidity and members
are unable to realise their investments;
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xi. the risk that the investment profile of the default is unsuitable for the requirements of some
members;

xii. the risk that a counterparty involved in a transaction may default on its contractual obligation.

Policies with regards to managing risk

Type of Risk Risk Description How is this risk monitored and
managed?

Market risks Inflation risk The risk that returns over the
members’ working lives does not
keep pace with inflation.

The Trustees make available a range
of funds, across various asset classes
including equities and diversified
growth funds, with the majority
expected to keep pace with inflation.

Members are able to set their own
investment allocations, in line with their
risk tolerances.

Within active funds, management of
many of these market risks is
delegated to the investment manager.

Currency risk  The risk that fluctuations in foreign
exchange rates will cause the value
of overseas investments to
fluctuate.

Credit risk The risk that the issuer of a
financial asset, such as a bond,
fails to make the contractual
payments due.

The Trustees offer a mix of gilt funds
and corporate bond funds that consist
of highly rated credit issues.

Equity,
property and
other price risk

The risk that market movements
leads to a substantial reduction in
the value of a member’s savings.

Assets in the default options are well
diversified and members have options
across a range of asset classes to
diversify their own selections

Liquidity Risk The risk that the Scheme’s assets
cannot be realised at short notice in
line with member demand,
including the possibility of
suspension of trading.

The Scheme is invested in daily dealt
and daily priced pooled funds.

The risk cannot be fully mitigated
where the manager reserves the right
to suspend trading.  The Trustees will
review the position in the event of a
fund suspension and take appropriate
action in relation to the investment and
disinvestment of contributions.

Investment
Manager risk

The risk that the appointed
investment managers underperform
the benchmark return, fail to carry
out operational tasks, do not ensure
safe-keeping of assets, breach
agreed guidelines or doesn’t have
the relevant skill or knowledge to
manage the fund.

The Trustees regularly review the
appropriateness of the level of the
security of assets and ongoing
monitoring of the performance of the
investment managers.

Benefit
conversion risk

The risk that members are invested
in strategies that do not reflect the
way in which they intend to take
their benefits at retirement.

The Trustees make available three
lifestyle strategies for members which
reflect the retirement options available.

Lifestyle strategies automatically
switch member assets into
investments whose value is expected
to be less volatile relative to how the
member wishes to access their
savings as they approach retirement
age.
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Members can select a lifestyle strategy
in accordance with their personal
preferences and retirement objectives,
including a fund that offers protection
against changes in fixed annuity
prices.

Environmental,
Social and
Corporate
Governance
(“ESG”) risk

The risk that ESG concerns,
including climate change, have a
financially material impact on the
return of the Scheme’s assets.

The management of ESG related risks
is delegated to investment managers.

Counterparty
Risk

The risk that a counterparty
involved in a transaction may
default on its contractual obligation.

The Trustees have contracts in place
with all third-party providers which will
include appropriate liability clauses.

Trade-Off between risks:

 the relative importance of inflation, capital and pension conversion risk depends on the length
of time to retirement and each member's attitude to risk and expected return.  Managing
pension conversion and capital risks is important near retirement, whereas the inflation risk
should be far more important to younger members.

 it is recognised that the control of one of the aspects of risk is often at the expense of another.
For example, investing in a money market fund will give significant protection against a
decrease in fund values (capital risk), but will increase the risk of not matching changes in
annuity prices (pension conversion risk).

 due to the complex and inter-related nature of these risks, the Trustees consider these risks in
a qualitative rather than quantitative manner as part of each regular strategy review.  The
Trustees’ policy is to review the range of funds offered and the suitability of the lifestyle option
annually.

6. Monitoring the Investment Managers

The Trustees will refrain from responding to short-term performance issues, recognising the
Scheme is designed to accumulate assets over the long-term and competence is difficult to
assess over short periods.  The Trustees, nevertheless, may act on interim qualitative judgments.
Qualitative factors may include fundamental changes in a manager’s investment philosophy,
organisational structure, and financial condition (including any significant changes in total assets
under management).

The primary goal for each Investment Manager, over the long term, is to produce reasonably
consistent, competitive results relative to its risk characteristics.  Recognising that no single time
period is sufficient, the Trustees have chosen to use multiple time periods to measure each
Investment Manager’s performance. The quarter, one-, and three--year time periods have been
chosen by the Trustees.  To avoid the potential for misjudging performance through a specific
date, the Trustees will also evaluate each Investment Manager’s performance trends by using
rolling periods (three--year). The assessment of an Investment Manager’s relative performance
among peers will include comparisons to appropriate broad market benchmarks for particular
asset classes and style-specific benchmark.

The Investment Consultant shall conduct the manager search process as directed by the
Trustees.

Each Investment Manager manages investments for the Scheme to a specific mandate, which
includes performance objectives, and timescales over which their performance will be measured.
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The Trustees receive quarterly performance reports from both Fidelity (covering Main Scheme
members) and MWS in relation to Aviva (covering Buy-In members).  In addition, Fidelity and
Aviva are responsible for independently governing the underlying investment managers
periodically as part of their suitability to be made available on their platform.  Fidelity’s and
Aviva’s governance does not replace the Trustees’ own responsibilities.

The Trustees receive performance monitoring reports and qualitative updates on the investment
managers from Mercer, the investment consultant, quarterly.

Fidelity, Aviva and Mercer are all regulated by the Financial Conduct Authority. In addition,
Fidelity and Aviva are regulated by the Prudential Regulation Authority.

7. Investment Manager Fees

All the insurance contract providers and fund managers are remunerated through a percentage
of fund charge.  Fund managers pay commissions to third parties on any trades they undertake
in the management of the assets.

The charges for the investment options borne by members are monitored by the Trustees
annually to ensure that they represent “value for money” relative to the needs of the membership.

Details of the investment management fees can be found in the IPID.

8. Day-to-Day Management of Assets

Day-to-day management of the assets is delegated to professional investment managers.
Further details of the current investment managers, including the current investment managers
for both the Main and Buy-In sections can be found in the relevant appendices.

9. Realisation of Investments

In general, the Scheme’s Investment Managers have responsibility for providing sufficient liquidity
to meet member demands, as advised by the Trustees.

Assets are invested in daily traded pooled funds managed by various investment managers
which have all been appointed by the Trustees.  The Trustees have considered these manager
and mandate appointments noting that the selection, retention and realisation of assets within the
pooled funds are delegated to the respective investment managers in line with the mandates of
the funds

10. AVCs

Members can invest AVCs in the component funds offered to members in the Scheme for the
investment of normal pension contributions.

11. Socially Responsible Investment and Corporate Governance

In determining their approach to sustainability, the Trustees believe it is important to take into
consideration both their views and the views of the Sponsor.  The Trustees consider sustainable
investment factors, such as (but not limited to) those arising from ESG considerations, including
climate change, in the context of their broader risk management framework.

The Trustees have articulated the following sustainability beliefs to reflect the collective
responsibility to ultimately deliver member benefit security.
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 The Trustees have adopted a long-term time horizon for the assessment of financially
material risks.

 Sustainable investment and ESG factors are important risks.  As such, they should be
considered in a balanced risk/return framework when making investment decisions.

 Understanding how an investment manager takes into account sustainability factors is a
relevant consideration when selecting and monitoring the investment portfolio.  The
Trustees monitor and engage with their advisers to ensure appropriate consideration of
ESG factors when reviewing manager ratings.

 Day-to-day decisions relating to the investment of Scheme assets is left to the discretion
of the investment managers as the assets are invested in pooled funds.  This includes
delegating responsibility of exercising ownership rights (including voting rights and
stewardship responsibilities) attached to investments.  The Trustees will review the
managers’ ESG policies if it is deemed to be required.

 The Trustees may be limited in what can be achieved in isolation with the investments via
pooled funds but does have the ability to actively engage with the investment managers
and understand their engagement and activities in this area.

 Exclusions (banning investments in certain industries/companies) and impact investing
(investments with the primary aim of creating a measurable social impact) is not likely to
be a material part of investment strategy.

Member views

Member views were considered in the selection, retention and realisation of investments and the
Trustees seek to consider these views as part of investment strategy design as far as reasonably
practicable.

Asset Mapping Policy

When an investment option is eliminated or replaced, if assets from another Scheme are merged
into the Scheme or if assets are transferred out of the Scheme and members fail to provide
investment directions, the Trustees will evaluate appropriate alternatives for asset mapping.  One
alternative may be mapping assets to a similar or like investment in an effort to capture similar
risk and return characteristics of the investment option being eliminated.  Another alternative may
be mapping assets to the Default investment.

To the extent that a short-term trading policy exists for an investment option that is being
eliminated, the Trustees will evaluate each redemption policy on a case-by-case basis and
develop an appropriate strategy and timeline for exiting the investment in a prudent manner.  The
strategy may include a black-out period or freezing an investment option for the defined trade
restriction period in order to avoid any redemption fees being imposed during the transition.

12. Aligning Manager Appointments with Investment Strategy

The Trustees will seek guidance from the Investment Consultant, where appropriate, for their
forward looking assessment of a manager’s ability to outperform over a full market cycle.  This
view will be based on the Investment Consultant’s assessment of the manager’s idea generation,
portfolio construction, implementation and business management, in relation to the particular
investment fund that the Scheme offers to its members  The Investment Consultant’s manager
research ratings assist with due diligence and are used in decisions around selection, retention
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and realisation of manager appointments.  The manager ratings are incorporated into the
Trustees’ monitoring  reports,

The Trustees will review an appointment if the investment objective for a manager’s fund
changes to ensure it remains appropriate and consistent with the Trustees’ wider investment
objectives.

The Trustees invest in pooled investment vehicles so they accept that they have no ability to
specify the risk profile and return targets of the manager, but appropriate mandates can be
selected to align with the overall investment strategy.

Portfolio Turnover Costs

The Trustees monitor portfolio turnover costs, which are incorporated in the annual costs and
charges, on an annual basis as part of its annual value for members assessment.

Manager Turnover

The Trustees are long-term investors and are not looking to change the investment
arrangements on a frequent basis.  The Trustees will therefore retain an investment manager
unless:

 There is a strategic change to the overall strategy that no longer requires exposure to
that asset class or manager;

 The basis on which the manager was appointed changes materially (e.g. manager fees
or investment process);

 The manager appointed has been reviewed and the Trustees have decided to terminate
the mandate.

13. Compliance with and review of this Statement

The Trustees will monitor compliance with this Statement a minimum of once every three years.
In addition, the Trustees will review this Statement in response to any material changes to any
aspects of the Scheme (including the Scheme membership profile) and the attitude to risk of the
Trustees and the Company which the Trustees judge to have a bearing on the stated investment
policy.  Any such review will be based on written expert investment advice and will be in
consultation with the Company.

____________________________________________

On Behalf of the Trustees of the TNT Group Pension Scheme

October 2022
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Appendix A - TNT Group Pension Scheme (“Buy In Members”) (‘the
Scheme’)

Statement of Investment Principles – Default Option

1. The Default Option – “Do it for me”
For members who do not wish to take an active role in investment decisions, the Trustees offer a
default option (“Do it for me”)(the ‘Target Drawdown Path’) which includes lifestyling arrangements
to de-risk investments to an asset allocation designed to be appropriate for a typical member who
intends to access their benefits via drawdown at retirement.  Two alternate lifestyle arrangements
are also available via the Scheme to reflect the increased flexibilities at retirement.

As required under legislation, the Trustees have consulted a suitably qualified person in obtaining
written advice from Mercer Limited (“Mercer”) regarding the default investment arrangement to
ensure compliance with the legal requirements about choosing investments (as per section 36 of the
Pensions Act 1995).

1.1. Aims and Objectives
The aims of the default option, and the ways in which the Trustees seeks to achieve these aims, are
detailed below:

- To generate returns in excess of inflation during the “growth” phase of the strategy whilst managing
downside risk.

The default strategy’s growth phase structure invests in equities and other growth-seeking assets
through diversified growth funds.  These investments are expected to provide growth with some
downside protection and some protection against inflation erosion.

- To provide a strategy that reduces investment risk for members as they approach retirement.

As a member’s retirement account grows, investment risk will have a greater impact on member
outcomes.  Therefore, the Trustees believe that a default strategy that seeks to reduce investment
risk as the member approaches retirement is appropriate.  This is achieved via a de-risking strategy
over an eight-year period.

- To offer to members a mix of assets at retirement that is broadly appropriate for how an individual
planning to take their benefits.

At the end of the calendar year prior to the member’s selected retirement date, Members’ assets will
be invested in a diversified pool of assets with lower expected risk than the growth phase to cater for
members targeting drawdown

1.2. Risk
In designing the default option, the Trustees have explicitly considered the trade-off between risk
and expected returns.  Risk is not considered in isolation, but in conjunction with expected
investment returns and retirement outcomes for members.  In particular, when reviewing the
investment strategy of the default investment option, the Trustees consider risk quantitatively in
terms of the variability of investment returns and potential retirement outcomes for members.  From
a qualitative perspective, the Trustees also consider risk in terms of the (mis)alignment of
investments with the retirement benefits targeted by the default investment option.
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In arriving at the range of fund options and the production of the SIP, the Trustees have considered
the following risks:

Type of Risk Risk Description How is this risk
monitored and
managed?

Market risks Inflation risk The risk that returns
over the members’
working lives does
not keep pace with
inflation.

The Trustees make
available a range of
funds, across various
asset classes, with
the majority expected
to keep pace with
inflation.

Members are able to
set their own
investment
allocations, in line
with their risk
tolerances.

Within active funds,
management of many
of these market risks
is delegated to the
investment manager.

Currency risk The risk that
fluctuations in foreign
exchange rates will
cause the value of
overseas
investments to
fluctuate.

Credit risk The risk that the
issuer of a financial
asset, such as a
bond, fails to make
the contractual
payments due.

The Trustees offer a
mix of gilt funds and
corporate bond funds
that consist of highly
rated credit issues.

Equity, property and
other price risk

The risk that market
movements leads to
a substantial
reduction in the value
of a member’s
savings.

Assets in the default
options  are well
diversified and
members have
options across a
range of asset
classes to diversify
their own selections

Liquidity Risk The risk that the
Scheme’s assets
cannot be realised at
short notice in line
with member
demand, including
the possibility of
suspension of
trading.

The Scheme is
invested in daily dealt
and daily priced
pooled funds.

The risk cannot be
fully mitigated where
the manager reserves
the right to suspend
trading. The Trustees
will review the
position in the event
of a fund suspension
and take appropriate
action in relation to
the investment and
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disinvestment of
contributions.

Investment Manager
risk

The risk that the
appointed investment
managers
underperform the
benchmark return,
fail to carry out
operational tasks, do
not ensure safe-
keeping of assets,
breach agreed
guidelines or doesn’t
have the relevant skill
or knowledge to
manage the fund.

The Trustees
regularly review the
appropriateness of
the level of the
security of assets and
ongoing monitoring of
the performance  of
the investment
managers

Benefit conversion
risk

The risks that
members are
invested in strategies
that do not reflect the
way in which they
intend to take their
benefits at
retirement.

The Trustees make
available three
lifestyle strategies for
members which
reflect the retirement
options available.

Lifestyle strategies
automatically switch
member assets into
investments whose
value is expected to
be less volatile
relative to how the
member wishes to
access their savings
as they approach
retirement age.

Members can select a
lifestyle strategy in
accordance with their
personal preferences
and retirement
objectives, including a
fund that offers
protection against
changes in fixed
annuity prices.

Environmental, Social
and Corporate
Governance (“ESG”)
risk

The risk that ESG
concerns, including
climate change, have
a financially material
impact on the return
of the Scheme’s
assets.

The management of
ESG related risks is
delegated to
investment
managers.

Refer to the main
Statement of
Investment Principles
for the Trustees’
policies around
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responsible
investment and
corporate
governance.

Counterparty risk The risk that a
counterparty involved
in a transaction may
default on its
contractual
obligation.

The Trustees have
contracts in place
with all third-party
providers which will
include the
appropriate liability
clauses.

The items listed above are in relation to what the Trustees consider ‘financially material
considerations’.  The Trustees believe the appropriate time horizon for which to assess these
considerations within should be viewed at a member level.  This will be dependent on the member’s
age and when they expect to retire.

1.3. Investment Strategy

The Target Drawdown Path is implemented using a range of pooled funds managed by the
investment managers that have been selected by Mercer. The Trustees delegate the selection,
retention and realisation of investments within these pooled funds to the Mercer team.  The
investment managers also have discretion to incorporate social, environmental and ethical
considerations in exercising their delegated responsibilities.  Any investment in derivative
instruments (either directly or within the underlying pooled funds) contributes to risk reduction or
efficient portfolio management.

The Target Drawdown Path adopts an approach (within a target date fund structure) to manage risk
throughout a member’s lifetime in the Scheme.  As a member’s retirement account grows,
investment risk will have a greater impact on member outcomes.  A target date fund approach is
used to reduce investment risk as the member approaches retirement.  The reduction of investment
risk in the run up to retirement is expected to reduce the chance of market shocks producing
unfavourable outcomes for members at retirement.

 If the member is more than eight years away from their expected retirement date a member will
be invested in the Mercer Growth Fund.  The Mercer Growth Fund invests in a diversified range
of assets (equities, fixed income securities and non-traditional assets) with the objective of
providing growth whilst mitigating inflation erosion and downside risk.

 Eight years before their target retirement date (or Scheme Pension Age if no target has been
specified) members will have their holdings transferred into a Target Retirement Fund based on
expected date of retirement.  The Target Retirement Fund aims to gradually move assets to
investments more suitable for targeting drawdown as members approach retirement.

 Within the Target Drawdown Path, asset allocation is changed over time in accordance with the
matrix set out in the Investment Policy Implementation Document (“IPID”).  Specific details on the
pooled funds held within the Target Drawdown Path are also set out in the IPID.

The default strategy was last reviewed in 2021 and the Trustees maintained a strategy that targets
income drawdown.  that is believed to be the best compromise for members to take advantage of
pension flexibilities.

The Trustees will continue to review this over time, at least triennially, or after significant changes to
the Scheme’s demographic, if sooner.
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The Trustees’ approach to Socially Responsible Investing and Corporate Governance, as outlined in
Section 11 of the main Statement, also applies to the default option.

Similarly, the Trustees’ Implementation and Engagement Policy, as outlined in Section 12 of the
main Statement, also applies to the default option.

-

1.4. Expected return
In designing the default investment option, the Trustees have explicitly considered the trade-off
between risk and expected investment returns and outcomes for members.  The default
arrangement allocates to diversified strategic asset allocations consisting of traditional and
alternative assets.  The asset allocations are consistent with the expected amounts or risks that are
appropriate given the age of the member and when they expect to retire.  The default is expected to
provide a return that will outperform inflation, as a minimum, over the long term to preserve
members’ purchasing power.

1.5. Members’ Interests
Taking into account the demographics of the scheme membership and the Trustees’ views on how
the membership will behave at retirement, the Trustees believe that the current default option is
appropriate but will continue to review this over time, at least triennially, and after significant changes
to the Scheme’s demographic if sooner.

Member views were considered in the selection, retention and realisation of investments and the
Trustees seek to consider these views as part of the investment strategy design as far as reasonably
practicable.

1.6. Day to Day Management of the Assets
Pooled investment funds are made available to members of the Scheme via an investment platform
provided by Aviva Life & Pensions UK Limited Limited (“Aviva”). The platform is accessed through a
direct (long-term) insurance contract between the Trustees and Aviva. Pooled funds accessed
through the platform are managed by a range of underlying investment managers.
The Scheme’s investment platform is provided under contract with Aviva and Mercer Workplace
Savings, both of whom are regulated by the Financial Conduct Authority (the “FCA”) and the
Prudential Regulation Authority (the “PRA”).

The safe custody of the Scheme’s assets is delegated to professional custodians, as appointed by
the governing bodies of the respective pooled funds.

1.7. Buying and Selling Investments
The investment manager has responsibility for buying and selling the underlying assets.  All of the
pooled funds used are daily dealt.  The investment managers have discretion as to the timing of
realisation of investments taking account of any considerations relating to liquidity of those
investments (within parameters stipulated in the relevant appointment documentation).  The day-to-
day activities which the investment managers carry out for us are governed by the arrangements
between them and Aviva, which are reviewed from time to time to ensure that the operating
instructions, guidelines and restrictions remain appropriate.

The Trustees have appointed Mercer and their Fiduciary Management (FM) business, which is a
manager-of-managers business, to select fund managers and manage portfolios. Mercer FM is
responsible for hiring and firing managers and monitoring the assets within each fund, and will
provide regular information to the Trustees on such changes and the ongoing suitability of the
underlying funds.



Page 17

1.8. Compliance with This Statement
We, the Trustees, Aviva and Mercer each have duties to perform to ensure compliance with this
Statement.  The Trustees’ duties are set out within the Scheme’s formal documents and in relevant
legislation whilst Aviva’s and Mercer’s duties include:

 Aviva will provide full information in respect of transactions in units in the underlying funds
and valuations of the units held by the Scheme from time to time as required by the
Trustees.

 Mercer will provide the advice needed to allow us to review and update this Statement at
least every three years (or more frequently if required).

-
 Mercer’s responsibilities in relation to the management of the funds are set out in section 1.7

and in the Investment Policy Implementation Document


