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1 Introduction 
1.1 This is the Statement of Investment Principles prepared by the Trustees of the Alan Firmin 

Pension & Death Benefits Plan (the Plan). This statement sets down the principles governing 
decisions about investments for the Plan to meet the requirements of the Pensions Act 1995, as 
amended by the Pensions Act 2004, and of the Occupational Pension Schemes (Investment) 
Regulations 2005 as amended by the Occupational Pension Schemes (Investment) (Amendment) 
Regulations 2010. 

1.2 In preparing this statement the Trustees have consulted Alan Firmin Limited, the Principal 
Employer, and obtained input from Rathbone Investment Management Limited, the Scheme's 
fund manager. 

1.3 This statement has been prepared with regard to the 2001 Myners review of institutional 
investment (including subsequent updates), and Scheme Funding legislation. 

1.4 The Trustees will review this statement at least every three years or if there is a significant 
change in the policy on any of the areas covered by the statement. 

 

2 Choosing investments 
2.1 The Trustees' policy is to set the overall investment target and then monitor the performance of 

their managers against that target. In doing so, the Trustees consider the advice of their 
professional advisers, who they consider to be suitably qualified and experienced for this role. 

2.2 The day-to-day management of the Plan's assets is delegated to one or more fund managers. 
The Plan's fund managers are detailed in the Appendix to this Statement. The fund managers are 
authorised and regulated by the Financial Conduct Authority and are responsible for stock 
selection and the exercise of voting rights. 

2.3 The Trustees review the appropriateness of the Plan’s investment strategy on an ongoing basis. 
This review includes consideration of the continued competence of the fund managers with 
respect to performance within any guidelines set. The Trustees will also consult the employer 
before amending the investment strategy. 

 

3 Investment objectives 
3.1 The Trustees have discussed key investment objectives in light of an analysis of the Plan's liability 

profile as well as the constraints the Trustees face in achieving these objectives. As a result, the 
Trustees' main investment objectives are:- 

 to ensure that they can meet the members' entitlements under the Trust Deed and Rules as 
they fall due. 

 to achieve a long term positive real return. 
 to manage the expected volatility of the returns achieved in order to control the level of 

volatility in the Plan's required contribution levels. 
 to invest in assets of appropriate liquidity which will generate income and capital growth to 

meet, together with new contributions from the participating employer, the cost of benefits 
which the Plan provides. 

 to reduce the risk of the assets failing to meet the liabilities over the long term. 
 to minimise the long-term costs of the Plan by maximising the return on the assets whilst 

having regard to the above objectives. 
 



 

 

3.2 The Trustees are aware of the relationship that exists between the particular investment 
portfolio that is held and the level of funding of the Plan's liabilities at any time. The Trustees 
have obtained exposure to investments that they expect will meet the Plan's objectives as best 
as possible. 

 

4 Types of investments to be held 
4.1 The Plan can invest (directly or indirectly) in a wide range of asset classes including: 

 
• Equities. 

• Bonds. 

• Cash. 

• Property. 

• Alternatives, including private equity, commodities, hedge funds, infrastructure, 

currency, high yield debt and derivatives. 

• Annuity policies. 

4.2 Any investment in derivative instruments is only made to contribute to a reduction in the overall 
level of risks in the portfolio or for the purposes of efficient portfolio management. 

4.3 No investment in employer-related investments is permitted, except where this is by virtue of 
inclusion in an index which any managers are benchmarked against. 

 

5 The balance between different kinds of investments 
5.1 The Plan invests in assets that are expected to achieve the Plan's objectives. The allocation 

between different asset classes is contained within the Appendix to this Statement. 
5.2 The Trustees consider the merits of both active and passive management for the various 

elements of the portfolio and may select different approaches for different asset classes. The 
current arrangements are set out in the Appendix to this Statement. 

5.3 From time to time, the Plan may deviate from its strategic or tactical asset allocation in order to 
accommodate for any short term cashflows requirements or any other unexpected items. 

5.4 The Trustees are aware that the appropriate balance between different kinds of investments will 
vary over time and therefore the Plan's asset allocation will be expected to change as the Plan's 
liability profile matures. 

 

6 Risks 
6.1 The Trustees have considered the following risks for the Plan with regard to its investment policy 

and the Plan's liabilities and have considered ways of managing/monitoring these risks: 
6.2 Risk versus the liabilities. The Trustees will monitor and review the investment strategy with 

respect to the liabilities following each actuarial valuation. The investment strategy will be set 
with consideration of the appropriate level of risk required for the funding strategy as set out in 
the Plan's Statement of Funding Principles. 

6.3 Asset Allocation risk. The asset allocation is detailed in the Appendix to this Statement and is 
monitored on a regular basis by the Trustees. 



 

 

6.4 Fund manager risk. The Trustees monitor each of the Plan's fund managers' performance on a 
regular basis in addition to having meetings with the managers from time to time, as necessary. 
The Trustees have a written agreement with the discretionary fund manager, which contains a 
number of restrictions on how each fund manager may operate. 

6.5 Concentration risk. Each fund manager is expected to manage broadly diversified portfolios and 
to spread assets across a number of individual shares and securities. 

6.6 Loss of investment. The risk of loss of investment by each fund manager and custodian is 
assessed by the Trustees. 

6.7 Liquidity risk. The Plan invests in assets such that there is a sufficient allocation to liquid 
investments that can be converted into cash at short notice given the Plan's cash flow 
requirements. Specific cash is not earmarked for income, with the annual requirements being 
met from encashment of invested funds on a monthly basis. This allows monies to remain 
invested until they are needed.  

6.8 Covenant risk. The creditworthiness of the employer and the size of the pension liability relative 
to the employer's earnings are monitored on a regular basis. The appropriate level of investment 
risk is considered with reference to the strength of the employer covenant. 

6.9 Solvency and mismatching. Risk is addressed through the asset allocation strategy and ongoing 
triennial actuarial valuations. The Trustees are aware that the asset allocation required to 
minimise the volatility of the solvency position may be different from that which would minimise 
the volatility on the Plan's funding basis. 

6.10 Currency risk. The Plan's liabilities are denominated in sterling. The Plan may gain exposure 
to overseas currencies by investing in assets that are denominated in a foreign currency or via 
currency management. 

 

7 Expected return on investments 
7.1 The Trustees have regard to the relative investment return and risk that each asset class is 

expected to provide. The Trustees are advised by their professional advisors on these matters, 
who they deem to be appropriately qualified experts. However, the day-to-day selection of 
investments is delegated to the fund managers. 

7.2 The Trustees recognise the need to distinguish between nominal and real returns and to make 
appropriate allowance for inflation when making decisions and comparisons. 

7.3 In considering the expected return from investments, the Trustees recognise that different asset 
classes have different long-term expected returns and expected volatilities relative to the 
liabilities. 

7.4 Having established the investment strategy, the Trustees monitor the performance of each fund 
manager against an agreed benchmark as frequently as appropriate according to market 
conditions and the Plan's funding position. The Trustees meet the Plan's discretionary fund 
managers as frequently as is appropriate in order to review performance. 

 

8 Realisation of investments 
8.1 The Trustees have delegated the responsibility for buying and selling investments to the fund 

managers. The Trustees have considered the risk of liquidity as referred to above. 
8.2 Ultimately, the investments will all have to be sold when the Plan's life comes to an end. In this 

situation, the Trustees are aware of the fact that the realisable value of some investments, were 
there to be a forced sale, might be lower than the market value shown in the Plan accounts. 



 

 

9 Socially Responsible Investment, Corporate Governance and Voting Rights 
9.1 The Trustees believe that Environmental, Social and Governance ("ESG") considerations have the 

potential to have a financially material impact. However, the Trustees appreciate that taking ESG 
into account within an investment strategy and process will yield different returns and/or risks 
for different asset classes. The Trustees' views on ESG integration within each asset class is 
outlined below: 

9.2 Gilts - the Trustees do not believe there is scope for ESG issues to improve risk-adjusted returns 
within the Plan's gilt holdings. 

9.3 Other asset classes - the Trustees believe that ESG issues are likely to be financially material to 
the risk-adjusted returns achieved by the Plan's investment managers. The investment process 
for the investment manager should take ESG into account in the selection, retention and 
realisation of investments. Further to this, the process for incorporating ESG issues should be 
consistent with, and proportionate to, the rest of the investment process. 

9.4 The Trustees are comfortable that the investment manager is managing the relevant funds with 
ESG taken into account in a reasonable way for each particular asset class and within particular 
guidelines and restrictions. The Plan's fund manager is expected to ultimately act in the best 
interests of the Plan's assets to maximise returns for a given level of risk, subject to certain 
constraints. 

9.5 Before considering any new mandate, the Trustees will require the discretionary fund manager 
to be a signatory to the United Nations supported Principles for Responsible Investment (PRI). At 
time of writing, the Plan's investment manager is a PRI signatory. 

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

9.7 The Trustees have not taken into account individual members' views when establishing the 
policy on ESG factors, engagement and voting rights. 

 

10 Agreement 
10.1 This statement was agreed by the Trustees and replaces any previous statements. Copies of 

this statement and any subsequent amendments will be made available to the employer, the 
fund managers, the actuary and the Plan’s auditor upon request. 
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For and on behalf of the Trustees of Alan Firmin Ltd Pension and Death Benefits Plan 

 

 

 

 

 

 

 

 

 

 



 

 

Appendix 1 Note on investment policy of the Plan as at June 2020 in relation 
to the current Statement of Investment Principles 

 

Choosing investments 

The Trustees have appointed Rathbone Investment Management Limited to carry out the day-to-day 
investment of the fund. Rathbone Investment Management Limited is authorised and regulated by 
the Financial Conduct Authority. The fee arrangement with the fund manager is summarised below: 

Fund manager Fees 

Rathbone Investment Management Limited Tariff Bands / Rates +VAT 

-------------------- 

Up to              £250,000.00   1.20% 

Next               £500,000.00   1.00% 

Next               £750,000.00   0.75% 

Balance                                 0.50% 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

The Plan also holds funds with Scottish Widows in their Managed Fund. This was valued at 
£1,367,106 as at 2nd April 2020.  

The breakdown of the plan’s total assets at the last valuation were as follows  

 

Types of investments which can be held 

The Trustees have considered all asset classes and have gained exposure to the following asset 
classes 

• UK Equities. 

• Overseas Equities. 

• Fixed Interest Gilts. 

• Index Linked Gilts. 

• Corporate Bonds. 

• Property. 

• Private Equity. 

• Commodities. 

• Hedge Funds. 

• Cash 



 

 

Strategic asset allocation and rebalancing 

The asset allocation has been agreed after considering the Plan's liability profile, funding position, 
expected return of the various asset classes and the need for diversification. 

The investment benchmark for the Plan's investments is determined separately for each asset class 
and the table below sets out the investment benchmarks that are currently being used. 

The performance of the fund manager will be monitored as frequently as the Trustees consider 
appropriate in light of the prevailing circumstances. The monitoring takes into account both short 
term and long-term performance. 

The Plan current strategic asset allocation is set out in the table below. The Trustees recognise that 
the asset allocation of investments in different asset classes will vary over time as a result of market 
movements. The Trustees seek to maintain a balance between maintaining the asset allocation in 
line with its benchmark and limiting the costs of rebalances. 

 

Asset Allocation 

The asset allocations of the Rathbones portfolio, as at 5th April 2020, are as follows:- 

 

Equities:  Portfolio 
UK Equities  23.49% 
Overseas Equities  34.74% 

 

Bonds:  Portfolio 
Fixed Interest  23.91% 
Cash  4.45% 

 

Diversifiers:  Portfolio 
Property  2.05% 
Infrastructure  1.02% 
Commodities  1.55% 
Active Managed Strategies  8.79% 

 

In a meeting on the 11th June 2020, the strategic asset allocation of the Plan was discussed between 
the trustees and the investment manager, Rathbones. As advised by the actuary, Shona Bennett, in 
the Tri-annual review , the trustees need to assess the combination of the assets held, the Recovery 
Plan in place and the employer’s financial strength (covenant), as they are key to the well-being of 
the scheme. 

The trustees remined confident that the employer’s financial strength remained strong and as such, 
felt comfortable with the current asset allocation of the portfolio. RB and TWD presented on the 
current investment environment and made two observations. 

 Central banks responses to the Covid-19 pandemic had pushed bond valuations to 
all-time highs 



 

 

 Empirical data suggests that the longer the time horizon, the higher the probability 
that equities will outperform Gilts.  

 

The risks to fixed income assets appeared to be on the downside, while the long-term risk adjusted 
strategic asset allocation for the plan seem better placed to provide capital growth over the long 
term. This would continue to be supported by the recovery plan and a strong employer covenant. 

The trustees felt comfortable following the same strategic asset allocation and not reducing the 
equity weighting within the plan. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

Appendix 2 –  Strategic Objectives and Service Provision 

Rathbone Investment Managers will: 

 Manage the portfolio to an agreed investment mandate set by the trustees. 
 

 Provide day-to-day treasury facilities to ensure the trustees have sufficient liquidity to 
meet their short-term obligations 
 

 Present to the trustees no less than twice a year. 
 

 Report on performance, as above, and ensure all performance calculations conform 
to the GIPS (Global Investment Performance Standard). 

 
 Disclose all charges (MiFID 2) in an accurate and timely way. 

 
 Provide an ISAE3402 annually. 

 
 Provide safe custody facilities to the portfolio’s investment and cash assets. 

 
 Comment on our ESG activities, annually. 

 
 Work with other related parties to ensure the timely production of accounts and other 

regulatory reports. 
 

 Work with the trustees to help develop an understanding of other issues within the 
field of investment management. 

 

 


