The James Gibbons Pension Scheme (1981)
Statement of Investment Principles – Autumn 2020
1

Introduction
1.1 This Statement sets out the principles governing decisions about the investment of assets of the
James Gibbons Pension Scheme (1981) (the Scheme) in accordance with the requirements of the
Pensions Act 1995 & 2004, the Occupational Pension Schemes (Investment) Regulations 2005 and
the 2018 changes to this Act. The amended Investment Regulations now mean that it is vital that
trustees of all schemes understand and include Environmental Social and Governance (ESG) factors
and stewardship approaches in their investment decision-making. A failure to do this puts trustees
at significant risk of breaching their legal and regulatory duties. This document is subject to
periodic review by the Trustees.
1.2 In finalising this Statement, the Trustees have taken advice from their appointed Investment
Adviser, Ascot Lloyd, who have confirmed that they have the appropriate knowledge and
experience to give advice required by section 35(5)(a) of the Act. The Trustees have also taken
account of the projected cash flows within the Scheme from the Scheme Administrators the
liability profile from the Scheme Actuary and the new ESG framework now in place.
1.3 The Trustees have consulted the Principal Employer under the Scheme, and agreed the approach
taken in this Statement.
1.4 The Scheme provides final salary benefits for members and their dependants in accordance with
its Trust Deed and Rules (the Rules).
1.5 This Statement is consistent with the investment powers of the Trustees as set out in the Rules and
the Trustees will refer to the Rules for any clarification of their investment powers. Neither this
Statement nor the Rules restrict the Trustees’ investment powers by requiring the consent of the
Principal Employer.
1.6 Except for cash, the Trustees do not themselves conduct any day-to-day management of any of
the Scheme’s investments. Such management is delegated to appropriately qualified investment
managers.

2

Choosing Investments and Engagement
2.1 The Trustees expect any fund manager appointed by them to have regard to the need for
diversification of investments, in so far as this is appropriate to the circumstances of the Scheme.
2.2 Before investing in any manner, the Trustees will obtain and consider advice from their appointed
Investment Adviser and/or their appointed fund managers as appropriate on the suitability of such
investment and its appropriateness in accordance with this Statement.
2.3 The Trustees acknowledge the importance of ESG and climate risk within their investment
framework. When delegating investment decision making to their investment managers, they
provide their investment managers with a benchmark they expect the investment managers to
either follow or outperform. The investment manager has discretion over where in an investee
company’s capital structure it invests (subject to the restrictions of the mandate), whether directly
or as an asset within a pooled fund.
2.4 The Trustees are of the belief that ESG and climate risk considerations may extend over the
entirety of a company’s corporate structure and activities, i.e. that they apply to equity, credit and
property instruments or holdings. The Trustees also recognise that ESG and climate related issues
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are constantly evolving and along with them so too are the products available within the
investment management industry to help manage these risks.
2.5

The Trustees considers it to be a part of their investment managers’ roles to assess and monitor
developments in the capital structure for each of the companies in which the managers invest on
behalf of the Scheme or as part of the pooled fund in which the Scheme holds units.

2.6

The Trustees considers it to be part of their investment managers’ role to assess and monitor how
the companies in which they are investing are managing developments in ESG related issues, and
in particular climate risk, across the relevant parts of the capital structure for each of the
companies in which the managers invest on behalf of the Scheme.

2.7

Should an investment manager be failing in these respects, this should be captured in the
Scheme’s regular performance monitoring.

2.8

The Scheme’s investment managers are granted full discretion over whether to invest in the
Principal Employer’s business. Through their consultation with the Principal Employer when setting
this Statement of Investment Principles, the Trustees have made the Principal Employer aware of
their policy on ESG and climate related risks, how they intend to manage them and the importance
that the pensions industry as a whole, and its regulators, place on them.

2.9

The Trustees expect all investment managers to have a conflict of interest policy in relation to their
engagement and ongoing operations. In doing so, the Trustees believe they have managed the
potential for conflicts of interest in the appointment of the investment manager and conflicts of
interest between the Trustees /investment manager and the investee companies.

2.10

In selecting and reviewing their investment managers, where appropriate, the Trustees will, where
relevant, consider investment managers’ policies on engagement and how these policies have
been implemented.

3

Governance
3.1

The Trustees of the Scheme are responsible for the investment of the Scheme assets. The Trustees
take some decisions themselves and delegate others. When deciding which decisions to delegate,
the Trustees have considered whether they have the training and expertise to take an informed
decision. The Trustees have established the following decision-making structure:

Trustees
 Set structures and processes for carrying out their role
 Select and monitor asset allocation
 Select investment managers
 Monitor investment managers
 Make day to day decisions relevant to operation of Scheme’s investment strategy
 Consider new investment ideas and approaches
Investment Adviser
 Advises on all aspects of the
investment of the Scheme assets,
including implementation
 Advises on this Statement
 Provides required training to
Trustees

Fund Managers
 Operate within the terms of this Statement
and their written contracts
 Select individual investments with regard
to their suitability and diversification
 Advise Trustees on suitability of their
benchmark
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4

Compliance with the Statutory Funding Objective (SFO)
4.1

The Trustees have completed their Statement of Funding Principles in accordance with the SFO
and have established that the Employer has a moderate to strong covenant with the intention and
ability to fund for the benefits as they fall due.

4.2

The general funding policy is:
 to seek to maintain the SFO funding level at 100% or above;
 to consider altering the investment strategy should the Trustees be advised, at a future
stage, that not to do so might involve an unacceptably high risk that the SFO funding
level might be unstable and adversely threatened; and
 to invest the assets such that the risk of deterioration of the SFO funding level to below
100% is balanced against the risk of not achieving the other objectives set out in this
Statement and the Statement of Funding Principles.

5

Types of investments to be held
5.1

The Scheme’s assets have increased to approximately £14 million. The Scheme is closed and there
are two sections Format and Limited. Total membership as at June 2020 was 112 with 53
pensioners and 59 deferred.

5.2

The liability profile of the Scheme suggests that the longer-term investment strategy to match this
liability profile would be to invest in the following proportions:
 Equities or Property (or similar types of assets) 50%, reducing as the number of nonpensioners declines,
 Cash and bonds (or similar types of assets) 50%

5.3

However, to take advantage of wider investment opportunities in the UK and overseas and to
allow for temporary anomalies in investment markets, the tactical asset allocation will be as
follows (expressed as a percentage of the market value of the total assets including cash at bank):
 UK equities
 UK bonds - predominantly fixed interest medium term, rather than
index linked or short term
 Overseas equities - not more than 40%
 Overseas bonds – as above
 Property
 Cash

0% to 35%
0% to 35%
0% to 35%
0% to 35%
0% to 15%
0% to 10%

5.4

The Trustees have confirmed that other than for reasons of portfolio insurance to help reduce
volatility there will be no direct investment in the following:
 Currency Hedging
 Other Hedge funds
 Venture capital
 Other high-risk instruments such as derivatives

5.5

There will normally be no direct investment in property, and no investment in unquoted
companies or illiquid assets.
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5.6

There will be no self-investment in the Newship Group.

5.7

Where the fund managers or Investment Adviser believe it would be advantageous to invest
outside the above tactical ranges they will not do so without agreement from the Trustees after
submitting a written report outlining the reasons for such a short-term strategy.

5.8

As at the date of this SIP, the Trustees investments are:
Standard Life Managed Fund

Standard Life Corporate Bond Fund

Fund values as at 23rd September 2020 are:
Standard Life Corporate
Bond
Standard Life Managed Fund
Total
5.9
6

£6,559,025

44.9%

£8,048,026
£14,649,734

55.1%
100%

The Trustees receive updates from both Standard Life and Ascot Lloyd.
Concentration of investments
In order to avoid undue concentration in any particular type or sector of investment, the Trustees will
impose on any fund manager appointed by them such requirements to diversify and such restrictions
as they deem appropriate.

7

Risk

The Trustees have considered the following risks which influence the investment approach:
 the risk of deterioration in the Scheme’s funding level over the long term
 the risk of a shortfall of assets relative to the PPF liabilities
 the risk of the SFO ratio falling below 80%

 the risk of the Employer being unable to support the Scheme

 the risk that the fund managers will not achieve the rate of return expected by the Trustees

 the risk that the investment return will not be sufficient to keep pace with the growth in the accrued
liabilities and in particular price and salary inflation
 the risk of mismatching the profile of the assets with the liabilities

 Risk of fund managers not meeting their objectives (“manager risk”). This risk is considered by the
Trustees and their advisers both upon the initial appointment of the fund manager and on an ongoing basis thereafter.

 The risk of fraud, poor advice or acts of negligence (“operational risk”). The Trustees has sought to
minimise such risk by ensuring that all advisers and third-party service providers are suitably
qualified and experienced, and that suitable liability and compensation clauses are included in all
contracts for professional services received.
These risks are considered as part of each strategy review. In addition, the Trustees measures risk, in
terms of the performance of the assets against the benchmarks, quarterly, along with monitoring any
significant issues with the fund managers that may impact to meet the performance expectations.

8

Investment objectives
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8.1

The primary investment objective of the Scheme is to ensure that the existing assets together with
stable future contributions will be enough to provide for the benefits as they fall due.

8.2

The Trustees expect the long-term return on funds that invest predominantly in equities to exceed
price inflation and general salary growth. The long term returns on the bond and cash investments
are expected to be lower than returns on funds that invest predominantly in equities. However,
bond investments are expected to broadly match the price of annuities, offering some protection
in the amount of any secured pension for members closer to retirement. Cash/Deposit style funds
will provide protection against changes in short-term capital values and may be appropriate for
that part of members’ retirement benefits that are taken in the form of tax-free cash

8.3

The objective is to achieve a real rate of return on the assets equal to or greater than a real rate of
return after investment management expenses of 3-3.5% per annum above the long-term rate of
price inflation.

8.4

It is the Trustees’ intention to follow a stable investment strategy to achieve:
 a below average risk of reducing the security of members’ accrued benefits
 a stable long-term funding rate

8.5
9

The fund managers have self-imposed targets which are endorsed by the Trustees.
Realisation of investments

9.1

10

Subject to any cash requirements of the Scheme to meet benefit payments, the realisation of
investments is delegated to the fund managers as part of their day-to-day activities. The Trustees
advise which funds to disinvest from if funds are required by the Scheme.
Environmental, social, and governance (ESG) criteria

10.1

The Trustees believe that environmental, social and governance factors are financially material and
therefore have a policy to consider these, alongside other factors, when selecting or reviewing the
Scheme’s investments.

10.2

Prior to appointing an investment manager, and where relevant, the Trustees discuss the
investment manager’s approach to the management of ESG and climate related risks with the
Scheme’s investment consultant, and how their policies are aligned with the Trustees’ own
investment beliefs.

10.3

The Trustees will be reliant on the information presented by the investment manager and their
investment advisors regarding the extent to which an investment manager allows for ESG in
making their investment decisions. Furthermore, an investment manager’s excellence in this area
will not take precedence over other factors, including (but not limited to) historical performance or
fees.

10.4

The Trustees carries out a strategy review at least every three years where they assess the
continuing relevance of the strategy in the context of the of the Scheme’s membership, and their
aims, beliefs and constraints.

10.5

Investment manager ESG policies are reviewed in the context of best industry practice and
feedback may be provided to the investment managers where relevant.
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10.6

The Trustees are mindful that the impact of ESG and Climate Change (CC) is of a long term nature
but recognise that the potential for change in value as a result of ESG and climate risk may occur
over a much shorter term than climate change itself and this is acknowledged in their investment
management arrangements.

10.7

When considering the management of objectives for an investment manager, including ESG and
CC, and the effectiveness and performance, the Trustees will assess these over a rolling timeframe
of typically 3 to 5 years. This is to ensure the investment manager makes decisions based on an
appropriate time horizon. Where a fund has a shorter-term target such as absolute return, it is
expected that these will be supplementary to the longer-term performance target which the
Trustees expect to represent an appropriate alignment of interests.

10.8

The Trustees expect the investment manager to be voting and engaging on behalf of the Schemes
holdings and this will be monitored within the Implementation Statement in the Scheme’s Annual
Report and Accounts.

10.9

The Trustees do not expect ESG and CC considerations to be disregarded by investment managers
in pursuit of short-term targets.

11

Assessing Performance

11.1

The Trustees expect the Investment Manager to exercise the rights attaching to investments on
behalf of all participants in the manner which supports the investment and performance objectives
of the Scheme.

11.2

The Trustees monitors the performance of their investment managers over medium to long term
periods that are consistent with the Trustee’s investment aims, beliefs and constraints.

11.3

The Scheme invests exclusively in pooled funds. The investment manager is remunerated by the
Trustees based on the assets they manage on behalf of the Trustees. As the funds grow, due to
successful investment by the investment manager, they receive more and as values fall, they
receive less.

11.4

The Trustees believe that this fee structure, including the balance between any fixed and
performance related element, enables the investment manager to focus on long-term
performance without worrying about short term dips in performance significantly affecting their
revenue.

11.5

The Trustees ask the Scheme’s investment consultant to assess if the asset management fee is in
line with the market when the manager is selected, and the appropriateness of the annual
management charges are considered regularly as part of the review of the Statement of
Investment Principles.

11.6

The Trustees acknowledge that portfolio turnover costs can impact on the performance of their
investments. Overall performance is assessed regularly.

11.7

During the investment manager appointment process, the Trustees may consider both past and
anticipated portfolio turnover levels. When underperformance is identified, deviations from the
expected level of turnover may be investigated with the investment manager concerned if it is felt
they may have been a significant contributor to the underperformance. Assessments reflect the
market conditions and peer group practices. The Trustees acknowledge that for some asset
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classes, such as LDI, a higher turnover of contracts such as repurchase agreements can be
beneficial to the fund from both a risk and cost perspective.
11.8

The Scheme’s investments are in open-ended pooled funds and as such there are no pre-agreed
timeframes for investment.

11.9

The suitability of the Scheme’s asset allocation and its ongoing alignment with the Trustees’
investment beliefs is assessed every three years, or when changes deem it appropriate to do so
more frequently. As part of this review the ongoing appropriateness of the investment managers,
and the specific funds used, is assessed.

12

Additional voluntary contributions (AVC’s)

12.1

The Trustees have full discretion as to the appropriate vehicles made available for the investment
of members’ AVC’s. Only investment vehicles considered suitable for AVC investments are
considered by the Trustees, having taken appropriate advice.

12.2

The Trustees review their policy regarding the investment of AVC’s at annual intervals and take
account of the returns achieved for members and any comments from members.

12.3

A choice of AVC providers is available including some of the following:
 a bank deposit type
 the funds utilised for the Defined Benefits

13
13.1

Myners principles
The Trustees note the Myners principles and follow them to the extent that they are relevant to the
size of the Scheme, nature of the liabilities and covenant of the Employer. The main investment
principles set out in the Myners report are as follows:
 only those with sufficient expertise should take investment decisions
 clear objectives should be set for fund managers relevant to the circumstances of the
Scheme
 consider all asset classes to reflect the Scheme’s own characteristics and not just the
average asset allocation among other funds
 have a clear understanding of transaction costs involved
 operate a formal process of performance measurement

14

Compliance

14.1

The Trustees will require any fund manager appointed by them to report at regular intervals (at
least half yearly) on that manager’s stewardship of the share of the Scheme assets under the
manager’s control.

14.2

The Trustees will review this Statement annually in response to any material changes to any
aspects of the Scheme, its liability profile, funding position, the attitude to risk of the Trustees and
the Employer and any weakening of the Employer’s covenant, which it judges to have a bearing on
the stated Principles.

14.3

The Trustees are aware of the potential disruption to anticipated cash flow projections that could
arise from members seeking to transfer their scheme benefits to a DC arrangement in order to
access Pension Flexibilities. No particular action is to be taken at this time but the demand and
effect on the fund will be kept under review.
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14.4

A review of this Statement will coincide with the triennial actuarial valuation. Any such review will
be based on written, expert investment advice and will be in consultation with the Employer.
Copies of the amended Statement will be sent to the appointed Investment Adviser and the
Scheme Actuary.

14.5

A review will coincide with the triennial actuarial valuation. Any such review will be based on
written, expert investment advice and will be in consultation with the Employer.

15

Financially material considerations, non-financially material considerations and the exercise of
voting rights
15.1

The Trustees consider that factors such as environmental, social and governance (ESG) issues
(including but not limited to climate change) may be financially material for the Scheme over the
length of time during which the benefits provided by the Scheme for members require to be funded
to a level which would allow the benefits to be bought out with an insurer. This is likely to be more
than five years from the date of this Statement of Investment Principles.

15.2

The Trustees have elected to invest the Scheme's assets through pooled funds. The choice of
underlying funds is made by the Trustees after taking advice from their investment consultant. The
Trustees, and the managers of the underlying funds, consider ESG factors (including climate change
risks) in their decisions in relation to the selection, retention and realisation of investments, where
deemed financially material. The Trustees take those factors into account as follows:



Selection of investments: assess the investment managers' ESG integration credentials and
capabilities, including stewardship, as a part of requests for information/proposals as well as through
other regular reporting channels.
Retention of investments: Developing a monitoring process in order to monitor financially material
factors, including ESG considerations.
Realisation of investments: The Trustees may, where relevant, request information from investment
managers about how ESG considerations are considered in decisions to realise investments.




The Trustees will also take those factors into account as part of its investment process to determine
a strategic asset allocation and consider them as part of ongoing reviews of the Scheme's
investments. The Trustees will continue to monitor and assess ESG factors, and risks and
opportunities arising from them by:





15.3

Undergoing training on ESG considerations, as required, in order to understand fully how ESG factors
and Climate Change could impact the Scheme and its investments;
Monitoring the Scheme's investment managers, using ESG ratings information available within the
pensions industry or provided by its investment consultant, to assess the Scheme's investment
managers on ESG.
The investment consultant will request that all the Scheme's investment managers provide
information about their ESG policies, and details of how ESG is integrated into their investment
processes annually.
Non-financially material considerations. The Trustees do not take into account the views of
Scheme members and beneficiaries in relation to ethical considerations, social and environmental
impact, or present and future quality of life of the members and beneficiaries of the Scheme
(referred to as "non-financial matters" in the relevant Regulations) in the selection, retention and
realisation of investments.
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