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Purpose of the Addendum
This Addendum is made in accordance with the requirements of the Occupational Pension
Schemes (Investment and Disclosure) (Amendment) Regulations 2019 and it updates the
Statement of Investment Principles to record how the Scheme complies with the EU
Shareholder Rights Directive (SRD II) which comes into effect on 1 October 2020.
Definitions relating to this Addendum and the Statement of Investment Principles
In the relevant regulations “non-financial matters” refers to the views of the members. This
includes, but is not limited to, ethical views, views on ESG factors and views on the present
and future quality of life for the members.

Investment Manager Arrangements
The Trustees believe that financially material considerations, including ESG factors and the
risks related to such factors, can contribute to the identification of both investment
opportunities and financially material risks. Consequently, financially material considerations
can have a material impact on investment risk and return outcomes.
Compatibility of Pooled Funds with the Trustees’ Investment Strategy
When selecting a pooled fund, the Trustees consider various factors, including:
•

the assets that will be held within that fund and whether the asset allocation of the
fund is expected to change over time;

•

the risks associated with the fund along with the return that is expected;

•

the fund’s objective (as stated by the fund’s investment manager) and whether the
objective is consistent with the performance that the Trustees expect from that fund;

•

the fund’s fee structure to ensure that this is reasonable and that it does not provide
an incentive for the investment manager to manage the fund in a way that differs from
the expectations of the Trustees.

•

how frequently underlying investments within the fund are expected to be traded by
the investment manager;

•

how financially material consideration1 (including ESG factors) over the appropriate
time horizon2 are taken into account by the investment manager;

•

the investment manager’s policy in relation to the exercise of the rights (including
voting rights) attaching to the investments held within the pooled fund; and

•

the investment manager’s policy in relation to undertaking engagement activities in
respect of the investments held within the pooled fund*.

*This includes engaging with an issuer of debt or equity regarding matters including (but not limited to)
performance, strategy, capital structure, management of actual or potential conflicts of interest, risks,
and ESG matters. It also includes engaging on these matters with other investment managers, other
holders of debt or equity and persons or groups of persons who have an interest in the issuer of debt
or equity.

After analysing the above characteristics for a fund, the Trustees identify how that fund would
fit within their overall investment strategy for the Scheme and how the fund is expected to
help the Trustees meet their investment objectives.

“financially material considerations” includes (but is not limited to) environmental, social and governance
considerations (including but not limited to climate change), which the trustees of the trust scheme consider
financially material
2 “appropriate time horizon” means the length of time that the trustees of a trust scheme consider is needed for
the funding of future benefits by the investments of the scheme
1
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Duration of Investment Manager Arrangements
The Trustees normally expect that pooled funds will be held for several years. However, as
part of the periodic strategic asset allocation reviews (which take place at least every three
years), the Trustees will review whether the ongoing use of each fund remains consistent
with their investment strategy.
The Trustees regularly monitor the financial and non-financial performance of the pooled
funds held and details of this monitoring process is set out below. If the Trustees become
concerned about the ongoing suitability of a pooled fund, they may reduce exposure to it or
disinvest entirely. Such action is expected to be infrequent.
Monitoring Pooled Funds
The Trustees regularly assess the performance of each fund held and this monitoring
includes an assessment of whether the investment manager continues to operate the fund in
a manner that is consistent with the factors used by the Trustees to select the fund (as listed
above).
When assessing the performance of a fund, the Trustees do not usually place too much
emphasis on short-term performance although they will seek to ensure that reasons for
short-term performance (whether favourable or unfavourable) are understood.
The Trustees expect the investment managers of pooled funds to invest for the medium to
long term and they expect investment managers to engage with issuers of debt or equity with
a view to improving performance over this time frame.
If it is identified that a fund is not being operated in a manner consistent with the factors used
by the Trustees to select the fund, or that the investment manager is not engaging with
issuers of debt or equity, the Trustees may look to replace that fund. However, in the first
instance, the Trustees would normally expect their investment adviser to raise the Trustees’
concerns with the investment manager. Thereafter, the Trustees, in conjunction with their
investment adviser, would monitor the performance of the fund to assess whether the
situation improves.
Portfolio Turnover
The Trustees are aware of the requirement to monitor portfolio turnover costs (the costs
incurred as a result of the buying, selling, lending or borrowing of investments).
When selecting a pooled fund, the Trustees will consider how the investment manager
defines and measures:
•

the targeted portfolio turnover (the frequency within which the assets of the fund are
expected to be bought or sold); and

•

turnover range (the minimum and maximum frequency within which the assets of the
fund are expected to be bought or sold).

At least annually, the Trustees, in conjunction with their investment adviser, will consider the
transaction costs incurred on each pooled fund. As part of this analysis, the Trustees will
consider whether the incurred turnover costs have been in line with expectations.
The Trustees will take the above information on portfolio turnover into account when
assessing the ongoing suitability of each pooled fund.
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