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Introduction 
I am pleased to present the Trustees’ statement of governance, covering the period 1 
January 2020 to 31 December 2020. This statement describes how the Trustees seek to 
ensure that the Scheme is well-managed and delivers excellent services to members. The 
statement examines five key areas of the Trustees’ governance framework, namely: 
 

• The investment strategy relating to the Scheme's default arrangement; 

• The processing of core financial transactions; 

• Charges and transaction costs within the Scheme; 

• An assessment of the value received by members of the Scheme; and 

• The Trustees' compliance with the statutory knowledge and understanding 
requirements. 
 

In doing so, the Trustees provide the various statutory disclosures required under 
legislation set out in Regulation 23 of The Occupational Pension Schemes Regulations 
(Scheme Administration) 1996 (the 'Regulations'), as amended by the Occupational 
Pension Schemes (Charges and Governance) Regulations 2015 and the Occupational 
Pension Schemes (Preservation of Benefit and Charges and Governance) (Amendment) 
Regulations 2018. 
 
Monitoring the overall quality of the Scheme’s arrangements is a complex task that the 
Trustees take seriously and they are supported in this process, as well as in the day-to-day 
business of running the Scheme, by the provider of administration, investment and 
communications services for the Scheme, Scottish Widows, the Company’s benefits team, 
legal adviser and an independent pensions adviser, covering governance, investment 
advice and wider DC matters.   
 
This statement also addresses the Trustees’ governance in relation to the Scheme’s 
Additional Voluntary Contributions (‘AVCs’). The Scheme held AVCs with Scottish Widows 
(held under the DC Section of the Scheme) and Prudential at the end of the period. AVCs 
were also held with Equitable Life / Utmost Life and Pensions up until 9 July 2020, at which 
point these accounts were closed and all funds were transferred to the DC Section of the 
Scheme with Scottish Widows.    
 
The default investment strategy 
 
The Trustees are responsible for investment governance.  This includes setting and 
monitoring the investment strategy for the Scheme's default arrangement. 
 
In accordance with the Regulations, the Trustees have appended the latest copy of the 
Statement of Investment Principles (the 'SIP') prepared for the Scheme (Appendix 3).  This 
covers the Trustees aims and objectives in relation to the default investment arrangement 
as well as their policies in relation to matters such as risk and measurement methods and 
diversification. The Statement of Investment Principles is included as an appendix to the 
Trustees' Annual Report and Accounts.   
 
Following the implementation of the investment strategy review carried out in late 2019, the 
Cash at Retirement Lifestyle Strategy is the Scheme’s default investment arrangement with 
effect from 20 April 2020. 
 
Contributions during the “growth phase” of the default strategy are allocated 55% to passive 
global equities managed by BlackRock and 45% to an actively managed multi-asset fund 
managed by Insight.  When members reach 8 years from their selected retirement age, 
they enter the de-risking or “consolidation phase” of the strategy where their assets are 
gradually transferred into lower risk assets including L&G’s 5-15 Year Bond Fund and the 
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Cash Fund managed by BlackRock.  The final asset allocation of the default investment 
strategy at retirement is 100% invested in cash.  This lifestyle strategy is primarily 
designed for members who will withdraw their assets as cash. 
 
There are two further Lifestyle strategies members can choose from; the Income for Life 
Lifestyle Strategy and the Flexible Income Lifestyle Strategy. 
 
Investment Strategy Review 
 
The Trustees reviewed the investment strategy and options available to members during 
2019 and changes were implemented across the period 20 April 2020 to 12 June 2020. 
The core principle and objective of the review was to ensure that the fund range and 
lifestyle options available provide sufficient, competitive and appropriate choices for 
members and that member communications are appropriate and easy to understand. 
 
The review of the default arrangement involved an analysis of Scheme membership and 
fund size as well as wider market data (for example, FCA Retirement Income Market Data 
2018/19), to establish the most likely retirement benefit choice by members and to ensure, 
in line with the SIP, that the default strategy provides exposure at retirement to assets that 
will broadly support this choice. 
 
Following the outcome of the review: 
 

• Three new funds were added to the fund range in April 2020, as follows: 
▪ A 5-15 Year UK Gilts Fund which replaced the Over 15 Years UK Gilts Index 

Fund; 
▪ A Pre-Retirement Fund which provides a more appropriate match for those 

seeking to buy annuities at retirement; and 
▪ A UK Equity Index Fund comprised of companies supporting environmental, 

social and governance matters. 

• The default investment strategy was renamed and the investment mix and 
de-risking journey to retirement was recalibrated as set out above; 

• The alternative lifestyle strategies were also recalibrated and renamed; and 

• A full update of member communications and factsheets relating to investment 
was put in place. 

 
These changes were implemented with effect from 20 April 2020 with switching of assets 
to the new funds taking place across 14 May to 12 June 2020.  
 
Given the relative immaturity of the DC Section (i.e. relatively small member pots), and the 
transition of DB Section members to the DC Section in 2018, the Trustees believe a target 
of 100% cash for the default arrangement remains appropriate, particularly for the majority 
of members retiring over the next three to five years. 
 
However, fund values are likely to increase significantly across the next five to ten years 
and the Trustees will continue to monitor the suitability of the default strategy. It was 
recognised that retirement market data suggests that larger pots (broadly pots in excess of 
£50,000), were mainly accessed via drawdown vehicles, which would change the expected 
retirement choice for the majority of members as the Scheme develops. 
 
AVC Investments 
 
The AVC investment arrangements were also reviewed. A significant proportion of the 
Scheme’s AVCs are held with Scottish Widows within the assets of the main funds and the 
above review also applied to these AVC funds. 
 
Given the with-profits nature of the AVC funds held with Prudential and the associated 
guarantees, it was decided that there would be no change made at this time to these funds.  
 
Equitable Life transferred all with-profits AVC funds to a unit linked fund with Utmost Life 
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and Pensions on 1 January 2020. Equitable Life members received a significant uplift in 
value on transfer to compensate for the loss of guarantee. Following suitability advice from 
the Scheme’s investment consultants, the unit linked funds were subsequently transferred 
on 9 July 2020 to the DC Section of the Scheme managed by Scottish Widows. 
 
Ongoing Review of Investment Strategy 
 
The Trustees will continue to monitor membership demographics, the use of the default 
investment arrangement and the choices being made by members when benefits come 
into payment. This will help to inform the Trustees about changes which might be 
appropriate in future. 
 
In addition, the Trustees’ Investment Sub-committee carries out quarterly monitoring of 
investment performance, fees and membership investment choice by age profile.  
 
Core financial transactions 

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

• Investment of contributions paid to the Scheme; 

• Transfers of members' assets into and out of the Scheme; 

• Transfers of members' assets between different investment options available in the 
Scheme; and 

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

The Trustees recognise that delay and error can cause significant losses for members.  
They can also cause members to lose faith in the Scheme, which may in turn reduce their 
propensity to save and impair future outcomes.  The Trustees therefore operate measures 
and controls aimed at ensuring that all financial transactions (such as benefit payments 
and switches between funds) are processed promptly and accurately. 
 
During the last Scheme year, the Trustees, in accordance with risk management planning, 
monitored effectiveness of the DC administrator and, in particular, service levels relating to 
the core financial transactions of the Scheme. 
 
The DC administrator has set out the operational governance processes in place (latest 
report available AAF 01/06 covering controls from 1 December 2018 to 31 December 
2019), which sets out frameworks for internal controls including: 
 

• Management structure; 

• Operational governance and people management; 

• IT infrastructure, systems and data security (including cyber risks); 

• Risk and control environment / objectives; and 

• Business continuity management. 
 
The Trustees acknowledge that the AAF 01/06 report does not cover the year to 31 
December 2020 that is covered by this statement, however they are satisfied that these 
controls are operating effectively through the monitoring measures set out within this 
statement. 
 
At the time of preparing this statement, an updated controls’ report as at 31 December 
2020 is being prepared by the DC administrator. The Trustees expect the report will be 
available for review shortly after completion in Quarter 2 2021. The Trustees note Scottish 
Widows’ confirmation that, for the period since 31 December 2019, there here have been 
no material detrimental changes to the effectiveness of the control processes described in 
the report. The Trustees also note there have been no systemic administration or IT 
failures. 
 
The Trustees have documented service level standards with the administrators of the DC 
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Section and actively monitor achievement against these standards each quarter by review 
of quarterly administration reports and scheduled “Work in Progress” calls between pension 
administration teams and employer payroll / benefit teams. Service level standards cover 
all core financial transactions (“Time Critical Processes”) and non-transactional 
administration (“Administration (non-Time Critical)”). Cases completed outside of service 
level (“SLA”) are set out in the quarterly administration report and discussed with the DC 
administrator to determine the root cause. 
 
In general, the Trustees were concerned by the percentage of “Time Critical Processes” 
completed within SLA across the year. 
 
However, the Trustees note a significant increase in Scottish Widows’ customer 
interactions across the period and acknowledge a strengthening of resource capacity in 
Quarter 4, following a period of recruitment pause to allow new onboarding processes to 
embed during Covid-19 remote working. 
 
The DC administrator has confirmed that action is taken to safeguard members in the event 
work is completed outside SLA, with any necessary adjustments made to each affected 
policy value to avoid any detriment. 
 
Other governance controls include: 
 

• DC administration is processed through integrated automated workflow 
management and document imaging, providing an end-to-end administration 
system; 

• The DC administrator operates an independent governance and oversight team to 
ensure quality controls and assurance processes are operating effectively; 

• Administration systems are subject to both internal and external audit by the DC 
administrator’s auditor; 

• Administrator and employer business continuity arrangements are in place and are 
documented; 

• DC Administrator data validation is carried out on an annual basis; 

• The Scheme’s Risk Register outlines the risks to members in relation to financial 
transactions and is monitored and reviewed on a regular basis; 

• Kerry payroll team transactions are administered in accordance with documented 
Kerry payroll and Kerry benefits teams’ procedures and; 

• Kerry payroll and benefit team peer review procedures, including the timing of peer 
review, are reviewed on a monthly basis. 
 

There were no material administration issues identified across the period. During the period 
there were no instances where contributions were paid late and outside the agreed 
Schedule of Contributions. 
 
The Trustees have delegated the day to day investment management of the assets to 
Scottish Widows and the Trustees hold a long-term unit-linked insurance contract 
arrangement with them. 
 
A significant proportion of the Scheme’s AVCs are held with Scottish Widows within the 
assets of the main DC funds and the above measures and controls also apply to these 
AVC funds. 
 
There are no new contributions paid to the with-profits AVC funds held with Prudential. 
 
The closing and benefit conversion of the Prudential AVC funds is carried out by the DB 
administrator, Mercer. These transactions are monitored through quarterly review of 
service levels and cashflow information provided within administration reports. The DB 
administration function is also monitored through regular contact between the Mercer 
administration management team and Kerry Benefits team. There were no material 
administration issues identified in relation to these AVCs across the Scheme year.  
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Based on the above, the Trustees are satisfied that the Scheme’s core financial 
transactions have been processed promptly and accurately during the period to which this 
Statement relates. The Trustees are also satisfied that there are sufficient measures and 
controls in place to ensure accurate monitoring and completion of these financial 
transactions. 
 
Charges and transaction costs 

 
As required by the Regulations, the Trustees are required to report on the charges and 
transaction costs for the investments used in the default investment option as well as funds 
available for choice in the self-select fund range and their assessment of the extent to which 
the charges and costs represent good value for members. 
 
Following the implementation of the investment strategy review in April 2020 and the 
Trustees’ value for member assessment for the period ending 31 December 2019, the 
Trustees instructed Scottish Widows to review the administration charges for the Scheme 
and with effect from October 2020, the Total Expense Ratios (‘TERs’) applied to the 
Scheme’s funds were reduced as outlined below. 
 
TERs, being a measure of the total cost of a fund to the member, which were applied to 
the funds within the default arrangement during the year were: 
 

Fund TER (% p.a) 
before October 

2020 

TER (% p.a.) 
Current 

BlackRock DC Aquila Passive 
Equity Blend 

0.46 0.43 

Insight Broad Opportunities Fund 1.00 0.98 

L&G 5 to 15 Year Gilt Index 
Fund (from 20/04/20) 

N/A (new in current 
year) 

0.40 

BlackRock Sterling Liquidity 
Fund 

0.43 0.41 

 
The fees within the lifestyle arrangement (based on the proportion of the above funds held 
within the lifestyle glidepath), vary from 0.68% p.a. (0.63% p.a. prior to April 2020, with the 
increase to 0.68% p.a. due to change in asset allocation in the initial growth phase), at 8 
years or more from retirement to 0.41% p.a. (0.43% p.a. prior to April 2020) at retirement.  
 
No members’ funds in the default arrangement are subject to charges in excess of the cap 
of 0.75% p.a.   
 
The TERs applied to the funds in the self-select fund range or other lifestyle arrangements 
during the year were: 
 

Fund TER (% p.a.) 
before October 2020 

TER (% p.a.) 
Current 

BlackRock DC Aquila Passive Equity 
Blend 

0.46 0.43 

BlackRock DC Aquila Over 15 Years 
UK Gilt Index Fund (up to 20/04/20) 

0.41 N/A 

L&G 5 to 15 Year Gilt Index Fund 
(from 20/04/20) 

N/A (new in current year) 0.40 

L&G Pre-retirement Fund (from 
20/04/20) 

N/A (new in current year) 0.44 

Insight Broad Opportunities Fund 1.00 0.98 

BlackRock Sterling Liquidity Fund 0.43 0.41 

L&G Future World UK Equity Index 
Fund 

N/A (new in current year) 0.45 

 
Transaction costs for all funds available, including the default arrangement, can be found 
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at Appendix 1. 
 
The Trustees are also required to present an illustration of the impact of charges and costs 
on a member's pot size.  This illustration is shown in Appendix 2. 
 
A significant proportion of the Scheme’s AVCs are held with Scottish Widows within the 
assets of the main funds and the above charges and transaction costs also apply to the 
Scottish Widows AVCs. 
 
The with-profits nature of AVC funds held with Prudential means the charging structure is 
complex and not immediately transparent. Assessing value for members on a with-profits 
fund may also be directed to an individual’s attitude towards investment risk.  
 
Therefore, the Trustees consider it inappropriate to reach a general conclusion on value 
for members for the with-profits AVCs as this will vary from member to member. 
 
Prudential have submitted written confirmation of compliance with the Occupational 
Pension Schemes (Charges and Governance) Regulations 2015 in respect of the 
with-profits AVC funds. 
 
Good value for members 

 
In accordance with regulation 25(1)(b) of the Regulations, the Trustees are required to 
undertake a review of the charges and transaction costs incurred by members in order to 
ascertain whether or not they represent good value for members, relative to peers and 
alternative arrangements that are available. The Trustees are committed to ensuring that 
members receive good value from the Scheme and have assessed the extent to which the 
charges and transaction costs set out above offer good value for members. 
 
The Trustees commissioned an independent report from Mercer, the Scheme’s investment 
consultants, to assess the extent to which the Scheme represents good value for members 
relating to the year ending 31 December 2019 (Mercer report Value for Members 
Assessment March 2020).  
 
The value for member assessment covered the following aspects: 
 

• Price Assessment; 

• Performance, net of fees; 

• Mercer rating of the funds offered; and 

• Administration and wider Scheme features. 
 
Mercer examined the Scheme’s current investment charges relative to whole of market 
competitive fee ranges for Schemes with similar demographics. 
 
Following the assessment, the Trustees instructed Scottish Widows to review the 
administration charges for the Scheme and in October 2020 Scottish Widows agreed to 
reduce administration costs across all funds by 2bps.  
 
The Trustees conclude that the Scheme’s funds provide good value for members. The 
Trustees also note that fund performance has been largely in line with target benchmarks 
across the period assessed.  
 
In terms of transaction costs the following conclusions were drawn: 
 

• The costs are very small and appear not to have a significant impact on member’s 
funds when compared to investment charges; and 

• Even if transaction costs could be improved, any potential improvement would not 
appear to have a significant impact for members. 

 
The Trustees will monitor the developments in benchmarking transaction costs in future 
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value for members assessments. 
 
Members are also in receipt of additional services. For example, ongoing oversight of all 
investments, including the default investment strategy and fund range, as well as 
comprehensive support and governance of the Scheme from the Trustees, employers and 
the Trustees’ advisers. 
 
A significant proportion of the Scheme’s AVCs are held with Scottish Widows within the 
assets of the main funds and the above assessment applies to the Scottish Widows AVCs. 
 
The with-profits nature of AVC funds held with Prudential means an assessment of the 
charging structure, performance and payments is complex and not immediately 
transparent. Given the variables, the Trustees, in conjunction with Mercer, are of the view 
that it would be inappropriate to reach a general conclusion on the value of these funds.  
 
However, the Trustees note that the Prudential have submitted written confirmation of 
compliance with the Occupational Pension Schemes (Charges and Governance) 
Regulations 2015. 
 
The Trustees will continue to communicate with with-profits Prudential members to ensure 
that members understand the guarantee(s) they have in place and the structure/value of 
the terminal bonus. 
 
In summary, the Trustees therefore conclude that the changes and costs, where 
information was available (it was not in relation to the Prudential with-profits AVCs), relating 
to the funds offered to members of the Scheme, represent, on balance, good value for 
members. 
 
The Trustees will continue to examine the potential for improving member charges and 
services to ensure that members receive good value from the Scheme. 
 
Knowledge and understanding of the Trustees 

 
The Pensions Act 2004 requires individual trustees to have appropriate knowledge and 
understanding of the law relating to pensions and trusts and the investment of the assets.  
The degree of knowledge and understanding required is that appropriate for the purposes 
of enabling the Trustees to exercise the function in question.   
 
Trustee training is of high importance to the good running of the Scheme.  The Trustees 
acknowledge how vital it is that they maintain their knowledge of pension law, trust law, 
investment principles and are conversant with the Scheme documentation including the 
Trust Deed and Rules, SIP and Scheme policies.   
 
The Trustees are also required to explain how their combined knowledge and 
understanding, together with the advice which is available to them, enables them to 
properly exercise their functions as trustees of the scheme. Examples of the arrangements 
put in place to ensure effective management are as follows: 
 

• The Pension Regulator’s ‘Trustee Toolkit’ modules are used as part of new Trustee 
training material and all lay Trustees have completed the modules;  

• Trustee training is documented and logged; 

• The Trustees’ documented work calendar is reviewed each quarter to identify key 
issues and bespoke training requirement; 

• A Business Plan is in place which covers responsibility and objectives for each 
Sub-committee; 

• A professional and independent Trustee specialising in the trusteeship of pension 
schemes is appointed to the Trustee Board;  

• The professional experience and expertise of lay Trustees ensures the Board, as 
a whole, possess, or have access to, the knowledge and skills required to run the 
Scheme effectively and challenge advice received;  
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• Each Trustee and Governance Sub-committee meeting includes an agenda item 
during which the Trustees review current issues in pensions which may affect the 
Scheme, including legislative changes, regulatory requirements and case law; 

• DC Section items for training/discussion across the Scheme year have included 
automatic enrolment/re-enrolment, salary sacrifice facility, DC investment review 
process and oversight of all investments including the default investment strategy 
and fund range; 

• Wider Scheme training for the Trustees across the Scheme year included Liability 
Driven Investment, Integrated Risk Management, GMP rectification and GMP 
equalisation; 

• The Trustees have access to key training resources, including, but not limited to, 
the Scheme Actuary / actuarial team, Scheme consultant, Scheme legal adviser, 
Scheme administrator and internal employer treasury and benefits teams; 

• Advisers attend all formal Trustee meetings as well as both the Investment and 
Governance Sub Committee meetings; and 

• The Trustees have knowledge of the policies of the Scheme. All policies are subject 
to annual review by the Governance Sub-committee. 

 
In terms of Scheme management, the Trustee Board operates as follows: 
 

• The Trustees have established Investment, DC and Communications 
Sub-committees to ensure sufficient time is allocated to review the governance and 
value of the DC Section of the Scheme; 

• There are at least three full Board meetings per year, plus regular Sub-committee 
meetings (which may be convened by call). During 2020 the full Trustee Board met 
three times; the Governance Sub-committee met three times and the Investment 
Sub-committee met four times; 

• Documented provider team structures and organisation charts are in place. 
Records of contracts held are documented; 

• Trustee Sub-committees and the Kerry benefits team carry out regular provider 
performance assessments; 

• There is direct and regular engagement with our key provider contacts, including 
scheduled “Business as Usual” calls; 

• There is regular dialogue between Trustees and employer representatives across 
all Sub-committees; 

• Employer HR Services and Payroll processes are documented and monitored; and 

• A formal risk register is in place which is reviewed at least twice a year by the 
Governance Sub-Committee. 
 

Based on the above, the Trustees are satisfied that the combined knowledge of the Board, 
together with the training received, enables them to properly exercise their functions as 
Trustees of the Scheme. 
 

Signed: ………………………….. Dated:  29 July 2021 
 
Wayne Phelan for and on behalf of Punter Southall Governance Services Limited 
Chair of the Board of the Kerry Retirement Benefits Scheme 

 
 

 

 


