Snap-on Tools Limited Pension & Benefit Plan

Statement of Investment Principles
1.

Introduction
The Trustees of the Snap-on Tools Limited Pension & Benefit Plan (“the Plan”) have drawn
up this Statement of Investment Principles (“the Statement”) to comply with the
requirements of the Pensions Act 1995 (“the Act”) and subsequent legislation. The
Statement is intended to affirm the investment principles that govern decisions about the
Plan’s investments. The Plan’s investment arrangements, based on the principles set out in
this Statement, are outlined in the Investment Implementation Policy Document (“IIPD”),
which is available to Plan members on request.
The Trustees have obtained and considered written professional advice from Mercer Limited
(the “Investment Consultant”) in preparing this Statement. The Trustees believe that this
meets the requirement of the Act and subsequent legislation. In matters where the
investment policy may affect the Plan’s funding policy, input has also been obtained from
the Plan Actuary. The Trustees will obtain similar advice whenever it reviews this
Statement.
The Trustees seek to maintain a good working relationship with the Principal Employer and
will discuss any proposed changes to the Statement with the Principal Employer. However,
the Trustees’ fiduciary obligations to the Plan’s members will take precedence over the
Principal Employer’s wishes, should these ever conflict.
The Trustees will review this Statement in response to any significant changes to any
aspect of the Plan, its liabilities, finances and the attitude to risk of the Trustees and the
Principal Employer that it judges to have a bearing on the Statement. This review will occur
no less frequently than triennially.

2.

Structure of the Plan
The Plan has both Defined Benefit (“DB”) and Defined Contribution (“DC”) Sections. This
Statement covers both the DB and DC Sections.

Page 1

August 2020

3.

Asset Management

3.1

Process for Choosing Investments
The stewardship of the Plan’s investment arrangements falls into the following three main
areas of responsibility:
i.

The strategic management of the assets, which is fundamentally the responsibility of the
Trustees, acting on expert advice, and is driven by the investment objectives set out in
Section 4 below.

ii. The day to day management of the assets, which is largely delegated to the Trustees’
selected investment managers. Details are outlined in Section 5 below, with full details
in the IIPD.
iii. The ongoing measurement and monitoring of the performance of the appointed
managers against predetermined benchmarks. Again, this is the responsibility of the
Trustees.
Investment managers are appointed based on their capabilities and, therefore, their
perceived likelihood of achieving the expected return and risk characteristics required for the
asset class being selected for.
The Trustees look to their Investment Consultant 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 Plan invests in. The Investment Consultant’s manager research
ratings assist with due diligence and questioning managers during presentations to the
Trustees and are used in decisions around selection, retention and realisation of manager
appointments.
If the approach to investment process or the investment objective for a particular manager’s
fund changes, the Trustees will review the fund appointment to ensure it remains
appropriate and consistent with the Trustees’ wider investment objectives.
As the Trustees invest in pooled investment vehicles 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. The advice received and
arrangements implemented are, in the Trustees’ opinion, consistent with the requirements of
Section 36 of the Act (as amended).
The trustees are long term investors and are not looking to change the investment
arrangements on a frequent basis.
For the open-ended Fixed Income and Equity funds, there is no set duration for the manager
appointments. The Trustees will retain an investment manager unless:
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-

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

-

The manager appointment has been reviewed and the Trustees have decided to
terminate – see the IIPD on realisation of assets.

For DC investments, all the funds are open-ended with no set end date for the arrangement.
The Fund Range and Default Strategy are reviewed on at least a triennial basis. A
manager’s appointment may be terminated if it is no longer considered to be optimal nor
have a place in the default strategy or general fund range.
3.2

Asset Manager Evaluation
The Trustees receive investment manager performance reports on a quarterly basis, which
present performance information over 3 months, 1, 3 and 5 years. The Trustees review the
absolute performance, relative performance against a suitable index used as the
benchmark, and against the manager’s stated target performance (over the relevant time
period) on a net of fees basis. The Trustees’ focus is on long term performance but will put
a manager ‘on watch’ if there are short term performance concerns.
If a manager is not meeting performance objectives, or their investment objectives for the
mandate have changed, the Trustees may ask the manager to review their fees – either the
Annual Management Charge or the performance related fee element.
The remuneration for the investment managers used by the Plan is based on assets under
management. As part of the annual Value for Money (“VfM”) assessment for the DC section,
the Trustees review the investment manager fees.

3.3

Portfolio Turnover Cost Monitoring
The Trustees ask investment managers to include portfolio turnover and turnover costs in
their presentations and reports to the Trustees.
The Trustees do not currently define target portfolio turnover ranges for funds. However, the
Trustees will engage with a manager if portfolio turnover is higher than expected. This is
assessed by comparing portfolio turnover across the same asset class, on a year-for-year
basis for the same manager fund, or relative to the manager’s specified portfolio turnover
range in the investment guidelines or prospectus.
Regarding the DC investments, the Trustees consider portfolio turnover costs as part of the
annual VfM assessment.
The ability to assess the appropriateness of portfolio turnover costs is limited by the
availability of data. The Trustees will monitor industry developments in how to assess these
costs and incorporate this in future VfM assessments. Importantly, performance is reviewed
net of portfolio turnover costs.
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4.

Investment Objectives and Risk Management

4.1

DB Section
Investment Objectives
The Trustees aim to invest the DB Section’s assets in the best interests of the members and
beneficiaries. The Trustees have agreed a number of objectives to help guide them in their
strategic management of the assets and control the various risks to which the DB Section is
exposed. The Trustees’ primary objectives are as follows:


To ensure that members and beneficiaries receive their promised benefits.



To pay due regard to the Principal Employer’s requirements relating to the amount and
frequency of contributions to the DB Section.

At the latest actuarial valuation, the Actuary assumed that the DB Section’s assets will
achieve an investment rate of return on assets which exceeds that available from gilts.
Based on advice from the Investment Consultant about realistic long-term assumptions, the
Trustees expect the investment return resulting from the strategy adopted to at least meet
the prudent expectations of the Actuary.
Risk
The Trustees recognise that it is not necessarily possible, or even desirable, to select
investments that exactly match the DB Section’s estimated liabilities. Given the ongoing
commitment of the Principal Employer, a degree of investment risk can be taken on, in the
expectation of generating excess returns relative to the lowest risk strategy, since it is also
acceptable to the Principal Employer.
The Trustees are aware that accepting a degree of investment risk means that there is a
chance that one or more of the Trustees’ objectives will not be met. Accordingly, the
Trustees have considered the following risks to which the DB Section is exposed:


The risk of deterioration in the DB Section’s ongoing funding level. Volatility in the DB
Section’s funding level may be minimised by adopting a “least risk” investment strategy
(i.e. one invested entirely in government bonds, whose value best matches fluctuations
in the liabilities). However, in order to seek higher returns the Trustees must, to some
extent, invest in riskier assets. This increases the risk that the funding level will
deteriorate and may also increase the short-term volatility of the Principal Employer’s
contribution rate.



The risk of a shortfall of assets relative to the liabilities as determined if the DB Section
were to wind up.



The risk that the day-to-day management of the assets will not achieve the rate of
investment return within each asset class expected by the Trustees.
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The Trustees have taken advice on these issues from the Investment Consultant and the
Plan Actuary. It has also held related discussions with the Principal Employer.
The Trustees’ willingness to take investment risk is dependent on the continuing financial
strength of the Principal Employer and its willingness to contribute appropriately to the DB
Section. The financial strength and perceived commitment of the Principal Employer to the
DB Section is monitored and the Trustees will review the level of investment risk relative to
the liabilities should either of these deteriorate.
There are various risks to which any pension plan is exposed. The Trustees consider the
risks set out below to be financially material to the DB Section and has therefore adopted
various policies in order to manage these risks over the DB Section’s anticipated lifetime:


The risk arising through a mismatch between the DB Section’s asset and liabilities. The
Trustees aim to mitigate this risk by investing a proportion of the DB Section’s assets in
instruments that are expected to react in a similar way to movements in long term
interest rates and inflation expectations as the DB Section’s liabilities.



The Trustees also recognise the market risk associated with the different asset classes
in which the DB Section invests. The Trustees believe that diversification by asset class
limits the impact of any single risk. The Trustees therefore aim to ensure that the asset
allocation policy in place results in an adequately diversified portfolio. Due to the size of
the DB Section’s assets, and recognising the need to diversify, investment exposure is
obtained via pooled vehicles.



The Trustees acknowledge that currency risk may also arise due to investment in
overseas markets and has sought to mitigate this risk by establishing a currency
hedging policy (details of which are outlined in the IIPD).



The Trustees recognise that there is a risk in holding assets that cannot easily be sold,
should the need arise, and therefore looks to invest in funds which are readily
marketable. Where this is not the case, consideration is given to the overall liquidity of
the DB Section’s assets with the aim of ensuring that there is sufficient liquidity to meet
the DB Section’s ongoing cash flow requirements.



The Trustees believe that Environmental, Social and Governance (“ESG”) issues,
including climate change, may have substantive impacts on the global economy and
therefore investment returns. The Trustees seek to minimise the risks associated with
such issues by taking them into account in the selection, retention and realisation of the
investment managers. Section 7 of this Statement documents the Trustees’ policy on
ESG integration.

The Trustees acknowledge that the above list of risks is not exhaustive and it is not possible
to monitor all risks at all times. However, the Trustees only seek to take on those risks it
expects to be rewarded for over time, in the form of excess returns, in a diversified manner.
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Investment Strategy
The exact details of the DB Section’s investment strategy are outlined in the IIPD. The
Trustees implement an investment strategy consistent with its investment objectives. The
Trustees believe that the investment risk arising from the investment strategy is consistent
with the overall level of risk being targeted.
DC Section
Investment Objectives
The Trustees recognise that members of the DC Section of the Plan have differing
investment needs and that these may change during the course of members’ working lives.
The Trustees believe that members should be encouraged to make their own investment
decisions based on their individual circumstances. The Trustees regard their duty as making
available a range of investment funds that will suit members' needs and risk tolerances
through their working life.
The Trustees recognise that members may not believe themselves qualified, or may not
wish to make their own investment decisions. As such, the Trustees make available a
Default Investment Strategy. The Trustees acknowledge that this strategy will not meet the
needs of every individual member.
Risk Management and Measurement
The Trustees have considered investment risk for the Defined Contribution Section of the
Plan from a number of perspectives. These are set out in the table below:

Risk

How is the risk monitored

Description

Inflation risk

Market risks

4.2

Currency risk

and managed?

The risk that the investment return

The Trustees make available a

over members’ working lives will not

range of funds, across various

keep pace with inflation and does

asset classes, with the majority

not, therefore, secure an adequate

expected to keep pace with

pension.

inflation.

The risk that fluctuations in foreign

Members are able to set their own

exchange rates will cause the value

investment allocations, in line with

of overseas investments to

their risk tolerances.

fluctuate.

Credit risk

Within active funds management of

The risk that the issuer of a financial

many of these market risks is

asset, such as a bond, fails to make

delegated to the fund manager.

the contractual payments due.
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Risk

How is the risk monitored

Description

and managed?

The protection of capital, over at
least the medium-term (i.e. periods
over 3 years), is fundamental in
Equity, property
and other price
risk

supporting the long-term growth of
the members’ individual 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 invested.
The management of ESG
related risks is delegated to
The risk that environmental, social or

investment managers.

Environmental,

corporate governance concerns,

Social and

including climate change, have a

The Trustee’s’ responsible

Corporate

financially material impact on the

investment and corporate

Governance risk

return of the Plan’s assets.

governance statement is
contained in section 8 of this
document.

The risk that the investment
manager underperforms its
objectives, fails to carry out
Investment

operational tasks, does not ensure

Manager risk

safe-keeping of assets or breaches

The Trustees regularly review
performance of investment
funds.

agreed guidelines.

Liquidity risk

The risk that the members’

Members invest in a range of

investments do not provide the

daily dealt pooled investment

required level of liquidity and

vehicles that facilitate the

members are unable to realise their

availability of assets to meet

investments.

benefit outflows.
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Risk

How is the risk monitored

Description

and managed?
The Trustees make available
three lifestyle strategies for DC
members.
Lifestyle strategies
automatically switch member

Pension Conversion
risk

The purchasing power of members
may fall relative to how they wish to
take benefits at retirement or the risk
that the member is invested in a
strategy that does not reflect the way
in which they intend to take their
benefits at retirement.

assets into investments whose
value is expected to be less
volatile relative to how the
member wishes to access their
pension savings as they
approach retirement age.
Members are communicated
with in the lead up to
retirement reminding them of
the need to assess their needs
for retirement options.

The Trustees have considered these risks when choosing the funds to make available to
members. The Trustees believe that the investment strategy for the Defined Contribution
Section of the Plan is appropriate for meeting the risks outlined above.
The Trustees pay close regard to the risks which may arise from the lack of diversification of
investments. The Trustees believe that the choice of funds in place provide an adequately
diversified distribution of assets.
The Trustees recognise that many of these risks are inherent to investing and understand
that the above list is not exhaustive.
Investment Strategy
The Trustees have selected a range of investment options for members to utilise in
structuring their assets according to their individual objectives. Details of the fund options,
including the investment strategies of the default option, can be found in the IIPD.
4.3

Default Investment Option for the DC Section
Typically, a proportion of members will actively choose the default option because they feel
it is most appropriate for them. However, it is expected that the vast majority of members will
not make an active investment decision and will therefore automatically be invested in the
default option.
The default option aims to generate investment returns over the working lives of members
and has been designed for members who want to take their savings as cash when they
retire.
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Objectives of the default option
The Trustees’ objectives in relation to the default option, and the ways in which the Trustees
seek to achieve these, are detailed below:


To provide long-term investment growth through exposure to a diversified range of asset
classes, with some protection against inflation erosion, and an element of diversification
to reduce volatility and downside risk.
The lifestyle investment strategy offers members the potential to grow the pension pot in
the long term, by investing in a diversified range of assets.



To counter the greater impact of investment risk on member outcomes, as retirement
savings grow, and reduce investment risk as each member approaches retirement.
As a member gets closer to retirement the member’s pension pot is gradually moved
into lower risk funds in order to provide capital protection. This is achieved via
automated lifestyle switches over a three year switching period. This strategy aims to
reduce the risk of a sharp fall in markets reducing the value of a member’s pension pot
as the member approaches retirement.



To offer to members a portfolio of assets at retirement that are appropriate for an
individual intending to take their pension pot as cash.
At the selected retirement date, 100% of the member’s assets will be invested in a cash
fund, which is the expected method of taking benefits given the nature of the
membership.

Policies in relation to risk management of the default option
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.
In arriving at their investment strategy for the default investment option the Trustees have
considered investment risk from a number of perspectives. These are:
Type
of

Risk

How is the risk monitored and

Description

managed?

Risk

Page 9

August 2020

Type
of

Risk

How is the risk monitored and

Description

managed?

Risk
The risk that the
investment return over
members’ working lives
Inflation risk

will not keep pace with

The default option has an explicit

inflation and do not secure

allocation to assets that are expected

adequate retirement

to outperform inflation over the long

benefits.

term. The Trustees monitor
performance of the growth phase

The risk that fluctuations in
foreign exchange rates will
Currency risk

cause the value of

Market risks

overseas investments to
fluctuate.

against inflation.
The strategy for the default option is
set with the intention of diversifying
these risks to reach a level of risk
deemed appropriate. The default
option is a lifestyle strategy which
automatically and gradually reduces

Credit risk

The risk that the issuer of

the level of investment risk members

a financial asset, such as a

are exposed to as they approach

bond, fails to make the

retirement. The strategy is outsourced

contractual payments due.

to Legal & General.
Within active funds the management

The risk that investment
Equity, property

market movements lead to

and other price

a substantial reduction in

risk

the anticipated level of the

of many of these market risks is
delegated by Legal & General to the
underlying investment manager.

benefit.
The risk that
environmental, social or
corporate governance
Environmental, Social

concerns, including climate

and Corporate

change, have a financially

Governance risk

material impact on the

Managed in line with the main Plan,
as set out in Section 4.2.

return of the Plan’s assets.
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Type
of

Risk

Description

Risk

How is the risk monitored and
managed?

The risk that the
investment manager
underperforms its

Investment Manager risk

objectives, fails to carry

Managed in line with the main Plan,

out operational tasks, does

as set out in Section 4.2.

not ensure safe-keeping of
assets or breaches agreed
guidelines.
The risk that the Plan’s
Liquidity risk

assets cannot be realised

Managed in line with the main Plan,

at short notice in line with

as set out in Section 4.2.

member demand.
The default option is a lifestyle
strategy which automatically switches

Pension Conversion risk

The risks that the member

member assets into investments

is invested in a strategy

whose value is expected to be less

that does not reflect the

volatile relative to cash as the

way in which they intend to

member approaches retirement age.

take their benefits at

As part of the triennial default strategy

retirement.

review, the Trustees ensure the
default destination remains
appropriate.

The above items are in relation to what the Trustees consider ‘financially material
considerations’ specifically related to the default option. 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. It is partly for this reason that the default investment option is a lifestyle strategy.
Suitability of the default option
Based on the Trustees’ understanding of the Plan’s membership, an investment strategy
that targets a cash lump sum at retirement is expected to be broadly appropriate to meet a
typical member’s requirements for income in retirement. This does not mean that members
have to take their benefits in this format at retirement, it merely determines the investment
strategy that will be in place pre-retirement.
Assets in the default option are invested in the best interests of members and beneficiaries,
taking into account the profile of members. Considering the demographics of the Plan’s
membership and the Trustees’ views of how
Page the
11 membership might behave at retirement,
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the Trustees believe that the current default option is appropriate and will continue to review
this regularly, and more strategically at least triennially, or after significant changes to the
Plan’s demographic (if sooner).

5.

Day to Day Management of the Assets

5.1

DB Section and DC Section
The Trustees delegate the day to day management of the assets to a number of investment
managers. The Trustees have taken steps to satisfy themselves that the managers have
the appropriate knowledge and experience to manage the Plan’s investments and that they
are carrying out their work competently.
Each investment manager is regulated by a recognised authority body and the Trustees
assess the suitability of regulation in place prior to investing with any manager.
The Trustees review the continuing suitability of the Plan’s investments, including the
appointed managers, which may be adjusted from time to time.
Details of the appointed managers for the DB and DC Sections, as well as the investment
options available for the DC Section, can be found in the IIPD.

5.2

Additional Voluntary Contributions
Arrangements in respect of members’ Additional Voluntary Contributions are set out in the
IIPD.

6.

Realisation of Investments
In general, the Plan’s investment managers have discretion in the timing of realisations of
investments and in considerations relating to the liquidity of those investments within the
parameters stipulated in the relevant appointment documentation and pooled fund
prospectuses.
The investment managers are responsible for generating any cash required to pay benefits
and other expenditure on the instruction of the Trustees.
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7.

Responsible Investment and Corporate Governance
The Trustees believe that good stewardship and ESG issues, including climate change, can
have a financially material impact on the risk and return outcomes of investment portfolios
and should therefore be considered as part of the Plan’s investment process.
The Trustees believe that good stewardship can enhance long-term portfolio performance
and is therefore in the best interests of the Plan’s beneficiaries and aligned with fiduciary
duty.
The Trustees have given the investment managers full discretion when evaluating ESG
issues and in exercising rights and stewardship obligations attached to the Plan’s
investments.
The Plan’s voting rights are exercised by its investment managers in accordance with their
own corporate governance policies. The Trustees expect the Plan’s managers to take into
account current best practice, including the UK Corporate Governance Code and the UK
Stewardship Code, of which the Trustees are supportive. Equity managers who are
registered in the UK are expected to report on their adherence to the UK Stewardship Code
on an annual basis.
The Trustees will also consider the Investment Consultant’s assessment of how each
investment manager embeds ESG into its investment process and how the manager’s
responsible investment philosophy aligns with the Trustees’ responsible investment policy.
This includes the investment managers’ policy on voting and engagement. The Trustees will
use this assessment in decisions around selection, retention and realisation of manager
appointments.
The Trustees review an annual stewardship monitoring report, which includes details of
voting and engagement activities associated with each of the funds invested in. The
Trustees will challenge manager decisions that appear out of line with the investment fund’s
objectives or the objectives/policies of the Plan.
The Trustees review investment managers’ compliance against the UK Stewardship Code
on an annual basis.
Voting and engagement activity should be used by investment managers to discuss the
performance of an issuer of debt or equity. Investment managers are aware that their
continued appointment is based on their success in delivering the mandate for which they
have been appointed to manage. If the Trustees are dissatisfied, then they will look to
replace the manager.
Member views and non-financially material issues are not currently explicitly taken into
account in the selection, retention and realisation of investments.
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Compliance with and Review of this Statement
The Trustees will monitor compliance with this Statement regularly.
The Trustees will review the Statement at least every three years and without delay after
any significant changes in investment policy. The Statement will also be reviewed in
response to any material changes to any aspects of the Plan, its liabilities, finances and the
attitude to risk of the Trustees and the Principal Employer which they judge to have a
bearing on the stated investment policy. Any such review will be based on written expert
investment advice and the Principal Employer will be consulted.

For and on behalf of the Trustees of the Snap-on Tools Limited Pension & Benefit
Plan
Dates of amendment:






Drafted August 2010
Amended September 2012
Amended October 2014
Amended September 2019
Amended August 2020
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Annual Implementation Statement
Snap-on Tools Limited Pension & Benefit Plan
October 2020
Introduction
This statement sets out how, and the extent to which, the Statement of Investment Principles (‘SIP’)
produced by the Trustees of the Snap-on Tools Limited Pension & Benefit Plan (the “Plan”) has been
followed during the year to 30 April 2020. This statement has been produced in accordance with The
Pension Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investment and
Disclosure) (Amendment and Modification) Regulations 2018 and the guidance published by the
Pensions Regulator. The table later in the document sets out the how, and the extent to which, the
policies in the SIP have been followed.
Investment Objectives of the Plan
The Trustees believe it is important to consider the policies in place in the context of the investment
objectives they have set. The objectives of the DB and DC Sections of the Plan included in the SIP are
as follows:
DB Section
The Trustees aim to invest the DB Section’s assets in the best interests of the members and
beneficiaries. The Trustees have agreed a number of objectives to help guide them in their strategic
management of the assets and control the various risks to which the DB Section is exposed. The
Trustees’ primary objectives are as follows:
-

To ensure that members and beneficiaries receive their promised benefits.
To pay due regard to the Principal Employer’s requirements relating to the amount and frequency
of contributions to the DB Section.

At the latest actuarial valuation, the Actuary assumed that the DB Section’s assets will achieve an
investment rate of return on assets which exceeds that available from gilts. Based on advice from the
Investment Consultant about realistic long-term assumptions, the Trustees expect the investment return
resulting from the strategy adopted to at least meet the prudent expectations of the Actuary.

Mercer Limited is authorised and regulated by the Financial
Conduct Authority. Registered in England and Wales No. 984275.
Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU
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DC Section
The Trustees recognise that members of the DC Section of the Plan have differing investment needs
and that these may change during the course of members’ working lives.
The Trustees believe that members should be encouraged to make their own investment decisions
based on their individual circumstances. The Trustees regard their duty as making available a range of
investment funds that will suit members' needs and risk tolerances through their working life.
The Trustees recognise that members may not believe themselves qualified, or may not wish to make
their own investment decisions. As such, the Trustees make available a Default Investment Strategy.
The Trustees acknowledge that this strategy will not meet the needs of every individual member.
Review of the SIP
During the year the Trustees reviewed the Plan’s SIP. A revised version of the SIP was agreed in
September 2019 (and minuted at the Trustee meeting on 10 September 2019) in order to reflect new
requirements under The Occupational Pension Scheme (Investment and Disclosure) (Amendment)
Regulations 2019. This included the addition of policies in relation to financially material considerations,
including environmental social and governance (‘ESG’) considerations and explicitly climate change, the
extent to which non-financial matters are taken into account, as well as the approach to stewardship
(including engagement) of investments.
Consistent with the aforementioned regulations, a number of further revisions to the SIP were agreed
post year-end (and minuted at the Trustee meeting on 29 September 2020). These related to the
following:








How the arrangements with the asset managers incentivise the asset managers to align their
investment strategy and decisions with the Trustees’ policies in the SIP.
How that arrangement incentivises the asset managers to make decisions based on
assessments about medium to long-term financial and non-financial performance of an issuer of
debt or equity and to engage with issuers of debt or equity in order to improve their performance
in the medium to long-term.
How the method (and time horizon) of the evaluation of asset managers’ performance and the
remuneration for asset management services are in line with the Trustees’ policies mentioned in
the SIP.
How the Trustees monitor portfolio turnover costs incurred by the asset managers and how they
define and monitor targeted portfolio turnover or turnover range.
The duration of the arrangement with the asset managers.

Assessment of how the policies in the SIP have been followed for the year to 30 April 2020
The information provided in this section highlights the work undertaken by the Trustees during the year,
and longer term where relevant, and sets out how this work followed the Trustees’ policies in the SIP,
relating to the Plan as a whole and the default investment arrangement. The SIP is attached as an
Appendix and sets out the policies referenced below.
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DB Section
Requirement

Policy

In the year to 30 April 2020

1 Securing compliance with the
legal requirements about
choosing investments

The Trustees obtain advice from their
investment adviser, who can provide expert
advice enabling the Trustees to choose
investment vehicles that can fulfil the Plan’s
investment objectives. The advice received
and arrangements implemented are, in the
Trustees’ opinion, consistent with the
requirements of Section 36 of the Pensions
Act.

The Legal & General Investment Management (“LGIM”) and
Aberdeen Standard Investments (“ASI”) managed mandates
were terminated in June 2019 and replaced with BlackRock
managed funds. The Trustees received advice throughout the
transition.

2 Kinds of investments to be
held and balance between
different kinds of investments

The basis of the Trustees’ strategy is to
divide the Plan’s assets between an Equity
portfolio and a Bond portfolio.

The Trustees reviewed the investment strategy in 2019 and
moved assets to BlackRock in June 2019.

The Equity portfolio comprises of developed
market (50% currency hedged) and emerging
market equity assets (no currency hedging in
place). The Bond Portfolio comprises of UK
index linked gilts and corporate bond assets.
The strategic asset allocation is set to
achieve the expected return required within
an acceptable level of risk.

The Trustees regard the basic distribution of the assets to be
appropriate for the Plan's objectives and liability profile and have
maintained the current asset allocation over the year ending 30
September 2020.
The underlying investment managers have discretion in the
timing of realisation of investments and in considerations relating
to the liquidity of those investments within parameters stipulated
in the relevant appointment documentation.
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Requirement
3 Risks, including the ways in
which risks are to be
measured and managed

Policy
The Trustees consider risk (both investment
and operational) from a number of
perspectives in relation to the DB Section of
the Plan.

In the year to 30 April 2020
As detailed in Section 4.1 of the SIP, the Trustees consider both
quantitative and qualitative measures for these risks when
deciding investment policies, strategic asset allocation, the
choice of fund managers / funds / asset classes.
The Trustees reviewed the risks of the Plan’s assets as part of
their strategy review in 2019. The Trustees concluded that the
changes in strategy were in line with their risk appetite and that
they continue to only take on those risks it expects to be
rewarded for over time, in the form of excess returns, in a
diversified manner.

4 Expected return on
investments

The Plan’s assets are expected to provide an
investment return commensurate with the
level of risk being taken.

The investment performance report is reviewed by the Trustees
on a quarterly basis and includes the risk and return
characteristics of the invested assets.
The investment performance report includes how the investment
manager is delivering against specific benchmarks.
Over the 3 years to 31 March 2020, the Plan has returned 0.9%
p.a. relative to a benchmark return of 0.6% p.a., both gross of
fees.

5 Realisation of investments

The Trustees’ administrators will realise
assets following member requests on
retirement or earlier where required.
The Trustees consider the liquidity of the
investment in the context of the likely needs
of members.

The disinvestment policy for meeting benefit payments consisted
of disinvesting to balance the actual allocation with the strategic
allocation.
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Requirement
6 Financially material
considerations over the
appropriate time horizon of
the investments, including
how those considerations are
taken into account in the
selection, retention and
realisation of investments

Policy
The Trustees consider financially material
considerations in the selection, retention and
realisation of investments. Within the funds
consideration of such factors, including ESG,
is delegated to the investment manager, as
detailed in section 7 of the SIP.
Investment managers are expected to
evaluate these factors, including climate
change considerations, and exercise voting
rights and stewardship obligations attached to
the investments in line with their own
corporate governance policies and current
best practice.

In the year to 30 April 2020
The investment performance report is reviewed by the Trustees
on a quarterly basis. BlackRock remained generally highly rated
(both generally and from an ESG specific perspective) by the
investment advisers during the year.
The Plan’s SIP includes the Trustees’ policy on ESG factors,
stewardship and climate change. This policy sets out the
Trustees’ beliefs on ESG and climate change and the
processes followed by the Trustees in relation to voting rights
and stewardship. In order to establish their beliefs and produce
the policy, the Trustees undertook investment training provided
by their investment consultant on responsible investment, which
covered ESG factors, stewardship, climate change and ethical
investing. The Trustees keep their policies under regular review
with the SIP subject to review no less frequently than triennially.
When implementing a new manager the Trustees would
consider the ESG rating of the manager.
The Trustees acknowledge that managers in fixed income do
not have a high ESG rating assigned by the investment
consultant due to the nature of the asset class where it is
harder to engage with the issuer of debt.
The investment performance report includes how the
investment manager is delivering against their specific
mandates.
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Requirement

Policy

In the year to 30 April 2020

7 The extent (if at all) to which
non-financial matters are
taken into account in the
selection, retention and
realisation of investments

Member views and non-financially material
issues are not currently explicitly taken into
account in the selection, retention and
realisation of investments.

Whilst members’ views and non-financial issues are not
currently explicitly factored in, the Trustees will continue to
review their position on this policy.

8 The exercise of the rights
(including voting rights)
attaching to the investments

Investment managers are expected to
exercise voting rights and stewardship
obligations attached to the investments in line
with their own corporate governance policies
and current best practice.

The Trustees have delegated their voting rights to the
investment managers.
Investment managers are expected to provide voting summary
reporting on a regular basis, at least annually. The reports are
reviewed by the Trustees to ensure that they align with the
Trustees’ policy.
The Trustees are looking to enhance its reporting on voting
activity by reviewing an annual voting and engagement report
which will be provided by BlackRock.
The Trustees do not use the direct services of a proxy voter.
BlackRock’s proxy voting process is led by the BlackRock
Investment Stewardship team (BIS). They use Institutional
Shareholder Services’ (ISS) electronic platform to execute their
vote instructions, manage client accounts in relation to voting
and facilitate client reporting on voting
The voting policy of BlackRock has been considered by the
Trustees and the Trustees deem it to be consistent with their
investment beliefs.
Votes undertaken by BlackRock’s passive (global and emerging
market) equities mandate over the year to 31 December 2019
are summarized below:
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•

BlackRock cast almost 28,000 votes over the year ending
31 December 2019, over 90% of the votable proposals.

•

Of the votes cast, over 7% were votes against management
as these were not in the shareholder’s best interest.

Over the year to 31 December 2019, the Trustees did not
consider the voting activity in detail but will do so going
forwards.
Over the prior 12 months, the Trustees have not actively
challenged the manager on its voting activity. Going forwards,
the Trustees will be more active in reviewing and, when
appropriate, challenging voting activity, particularly in respect of
its beliefs on climate change.
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9

Requirement

Policy

Undertaking engagement
activities in respect of the
investments (including the
methods by which, and the
circumstances under which,
trustees would monitor and
engage with relevant persons
about relevant matters)

The Plan’s voting rights are exercised by its
investment managers in accordance with their
own corporate governance policies. The
Trustees expect the Plan’s managers to take
into account current best practice, including
the UK Corporate Governance Code and the
UK Stewardship Code, of which the Trustees
are supportive. Equity managers who are
registered in the UK are expected to report on
their adherence to the UK Stewardship Code
on an annual basis.
Outside of those exercised by investment
managers on behalf of the Trustees, no other
engagement activities are undertaken.

In the year to 30 April 2020
Investment managers are expected to provide reporting on a
regular basis, at least annually including stewardship
monitoring results. These are reviewed by the Trustees.
Over the year to 31 December 2019:


BlackRock had over 1,400 engagements with 1,254
companies (45% of the Manager’s portfolio).



29% of the engagements were related to environmental
impacts with 17% related to climate risk management.

The Trustees rely on BlackRock’s stewardship reports in
monitoring voting activity and in particular engagement related
to climate change.
As the scheme invests solely in pooled funds, the Trustees
require their investment managers to engage with the investee
companies on their behalf. At present, when the investment
manager presents to the Trustees, the Trustees ask the
investment manager to highlight key engagement activity and
the impact the actions have had on the portfolio.
The Trustees requested that the investment manager confirms
compliance with the principles of the UK Stewardship Code.
BlackRock confirmed that they are signatories of the current
UK Stewardship Code and plan to submit the required
reporting to the Financial Reporting Council by 31 March 2021
in order to be on the first list of signatories for the UK
Stewardship Code 2020 that took effect on 1 January 2020.
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The Trustees also required details of relevant engagement and
voting activity for the year, including details of the most
significant votes cast. The Trustees noted the information
provided by the manager but took no further action. The
Trustees will be reviewing the engagement and voting
information in more detail going forwards to ensure that
BlackRock actions are in line with the Trustees’ investment
beliefs.
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DC Section
Requirement

Policy

In the year to 30 April 2020

1

Securing compliance with the
legal requirements about
choosing investments

The Trustees obtain advice from their
investment adviser, who can provide expert
advice enabling the Trustees to choose
investment vehicles that can fulfil the Plan’s
investment objectives. The advice received
and arrangements implemented are, in the
Trustees’ opinion, consistent with the
requirements of Section 36 of the Act

No new investment vehicles were introduced over the Plan
year.

2

Kinds of investments to be
held

The Trustees have selected a range of
investment options for members to utilise in
structuring their assets according to their
individual objectives.

Within the DC Section, the default investment option was
subject to its formal triennial review in March 2020. The current
default option, investment strategies, funds and consolidation
options were reviewed in light of the current membership.

The Trustees recognise that members of the
DC Section of the Plan have differing
investment needs and that these may change
during the course of members’ working lives.

No immediate changes were made following this initial review.

The Trustees concluded that the available range of funds/types
of investments available to members continued to be
appropriate and provided members options across the
The Trustees believe that members should be risk/return spectrum. The details of the types of investment
referenced in the SIP/IPID remains consistent with the fund
encouraged to make their own investment
range offered to members.
decisions based on their individual
circumstances. The Trustees regard their
duty as making available a range of
investment funds that will suit members'
needs and risk tolerances through their
working life.
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The Trustees recognise that members may
not believe themselves qualified, or may not
wish to make their own investment decisions.
As such, the Trustees make available a
Default Investment Strategy. The Trustees
acknowledge that this strategy will not meet
the needs of every individual member.
The underlying funds chosen by the Trustees
to be made available to members are pooled
fund vehicles operated by LGIM, to which the
Trustees have effectively delegated day to
day investment decisions.
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3

4

Requirement

Policy

In the year to 30 April 2020

The balance between different
kinds of investments

Members can combine the investment funds
in any proportion in order to determine the
balance between different kinds of
investments. This will also determine the
expected return on a member’s assets and
should be related to the member’s own risk
appetite and tolerances. Each of the
available funds is considered to be
diversified across a reasonable number of
underlying holdings / issuers. Within the
default option, the asset allocation is set to
achieve the expected risk/return required to
meet the objective of the default option.

The asset allocation of the default investment option is
reviewed on a triennial basis, in line with regulatory
requirements. The date of the last review was March 2020.
The review considered the diversification of the underlying fund
structure, projected fund values for different demographics of
the membership, and wider market trends at retirement. No
changes were made as a result and the default still targets
cash at retirement.

The Trustees consider risk (both investment
and operational) from a number of
perspectives in relation to the self-select
funds and the default investment option.

As detailed in section 4.2 of the SIP, the Trustees consider
both quantitative and qualitative measures for these risks when
deciding investment policies, strategic asset allocation, the
choice of fund managers / funds / asset classes. This was
taken into account in the March 2020 default investment option
strategy review.

Risks, including the ways in
which risks are to be
measured and managed

The Trustees receive a quarterly investment performance
report from LGIM. This monitors the risk and return of the
funds used within the DC Section of the Plan.
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Requirement
5

Expected return on
investments

Policy
The funds available are expected to provide
an investment return commensurate with the
level of risk being taken.

In the year to 30 April 2020
The investment performance reports are reviewed by the
Trustees on a quarterly basis.
The investment performance report includes how the
investment manager is delivering against their specific
mandates.

In designing the default, the Trustees have
explicitly considered the trade-off between
risk and expected returns.

6

Realisation of investments

The Trustees’ administrators will realise
assets following member requests on
retirement or earlier where required.
The Trustees consider the liquidity of the
investment in the context of the likely needs
of members.

Within the quarterly performance reports provided to the
Trustees, performance for each fund is shown alongside its
target performance over 3 month, 12 month, 3 year and 5 year
time periods where available. These are then analysed to show
how each fund has performed against their benchmark and
target (for active funds).
The Trustees receive an administration report on an annual
basis to confirm that core financial transactions are processed
within service level agreements and regulatory timelines. As
confirmed in the Chair’s Statement, the Trustees are satisfied
that 91% of the cases throughout the year were met within
service level agreements.
All funds utilized by the DC Section are daily dealt pooled
investment vehicles, accessed by an insurance contract and
should be realizable based on member demand. No changes
were made to the investment options during the year.
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7

Requirement

Policy

In the year to 30 April 2020

Financially material
considerations over the
appropriate time horizon of
the investments, including
how those considerations are
taken into account in the
selection, retention and
realisation of investments

The Trustees consider financially material
considerations in the selection, retention and
realisation of investments. Within the funds
consideration of such factors, including
environmental, social and governance
factors, is delegated to the investment
manager, as detailed in section 7 of the SIP.

The investment performance is reviewed by the Trustees on an
annual basis through the Value for Members report – this
includes ratings (both general and specific ESG) from the
investment advisers. All of the managers remained generally
highly rated during the year.

Investment managers are expected to
evaluate these factors, including climate
change considerations, and exercise voting
rights and stewardship obligations attached to
the investments in line with their own
corporate governance policies and current
best practice.

The Plan’s SIP includes the Trustees’ policy on ESG factors,
stewardship and climate change. This policy sets out the
Trustee’s beliefs on ESG and climate change and the
processes followed by the Trustees in relation to voting rights
and stewardship. In order to establish these their beliefs and
produce this the policy, the Trustees undertook investment
training provided by their investment consultant on responsible
investment, which covered ESG factors, stewardship, climate
change and ethical investing. The Trustees keep the policies
under regular review with the SIP subject to review at least
triennially.
When implementing a new manager the Trustees would
consider the ESG rating of the manager.
The Trustees acknowledge that managers in fixed income do
not have a high ESG rating assigned by the investment
consultant due to the nature of the asset class where it is
harder to engage with the issuer of debt. For a similar reason,
the Trustees are satisfied with the rating of its multi-asset
managers.
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The investment performance report includes how the
investment manager is delivering against their specific
mandates.
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Requirement

Policy

In the year to 30 April 2020

8

The extent (if at all) to which
non-financial matters are
taken into account in the
selection, retention and
realisation of investments

Member views and non-financially material
issues are not currently explicitly taken into
account in the selection, retention and
realisation of investments.

Whilst members’ views and non-financial issues are not
currently explicitly factored in, the Trustees will continue to
review their position on this policy.

9

The exercise of the rights
(including voting rights)
attaching to the investments

Investment managers are expected to
exercise voting rights and stewardship
obligations attached to the investments in line
with their own corporate governance policies
and current best practice.

The Trustees have delegated their voting rights to the
investment managers.
Investment managers are expected to take into account
current best practice, including the UK Corporate Governance
Code and the UK Stewardship Code.
The Trustees do not use the direct services of a proxy voter.
The key voting activity for the Plan will be reviewed in detail
during the 2020/2021 Plan year and reported in next year’s
Statement.
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Requirement
10 Undertaking engagement
activities in respect of the
investments (including the
methods by which, and the
circumstances under which,
trustees would monitor and
engage with relevant persons
about relevant matters)

Policy
The Plan’s voting rights are exercised by its
investment managers in accordance with their
own corporate governance policies. The
Trustees expect the Plan’s managers to take
into account current best practice, including
the UK Corporate Governance Code and the
UK Stewardship Code, of which the Trustees
are supportive. Equity managers who are
registered in the UK are expected to report on
their adherence to the UK Stewardship Code
on an annual basis.
Outside of those exercised by investment
managers on behalf of the Trustees, no other
engagement activities are undertaken.

In the year to 30 April 2020
Investment managers are expected to provide reporting on a
regular basis, at least annually including stewardship
monitoring results.
Within the DC Section, the Plan invests solely in pooled funds,
and therefore the Trustees require their investment managers
to engage with the investee companies on their behalf.
The key work relating to the Trustees’ policy on ESG factors,
stewardship and climate change is to be considered in detail
during the 2020/2021 Plan year, and reported in next year’s
Statement.

