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Section 1: Introduction 

1.1 This document describes the principles currently adopted by The Scotts Company Pension 
Trustee Limited (“the Trustee”) as Trustee of the Scotts Company (UK) Pension Scheme (“the 
Scheme”). 

Scheme details 

1.2 The Scheme operates for the exclusive purpose of providing retirement benefits and death 
benefits for Scheme members and their dependants. 

1.3 The Scheme has two separate sections – a defined benefits (DB) section (which was closed to 
active members with effect from 30 June 2004 and subsequently closed to future accrual on 
30 June 2010), and a defined contribution (DC) section.  The DB section was contracted out of 
the State Second Pension.  Members of the DC Section were not contracted out. 

Pensions Act 

1.4 Under the Pensions Act 1995 (as amended by the Pensions Act 2004), Trustees are required 
to prepare a statement of the principles governing investment decisions.  This document 
contains that statement.  

1.5 The Trustee is responsible for the investment strategy of the Scheme.  Before preparing this 
document, the Trustee has consulted the employer and the Trustee will consult the employer 
before revising this document. The Trustee will consult the employer on changes in their 
investment principles as set out in this document, and on the employment or removal of the 
firm or firms providing investment management services (“the Investment Managers”). 
However, the ultimate power and responsibility for deciding investment policy lies solely with 
the Trustee. 

1.6 Before preparing this document, the Trustee has sought advice from the Scheme's Investment 
Consultant and actuary, Towers Watson Limited. The Trustee will review this document 
regularly, more often than three years, and without delay following a significant change in 
investment policy.  

1.7 Before preparing this document the Trustee has had regard to the requirements of the 
Pensions Act concerning diversification of investments and suitability of investments and the 
Trustee will consider those requirements on any review of this document or any change in 
their investment policy.  The Trustee will refer to this document where necessary to ensure 
that they exercise their powers of investment so as to give effect to the principles set out in it 
as far as is reasonable. 

 

Financial Services and Markets Act 2000 

 

1.8 In accordance with the Financial Services and Markets Act 2000, the Trustee will set the 
general investment policy, but will delegate the responsibility for selection of specific 
investments to the appointed investment manager(s). The investment manager(s) shall 
provide the skill and expertise necessary to manage the investment of the Scheme 
competently.  
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Section 2: Division of responsibilities 

The Trustee 
 

2.1 In respect of the investment of the Scheme’s assets, the Trustee is responsible for: 
 

⚫ Agreeing the overall objectives of the Scheme and its governance structure. 

⚫ Reviewing the suitability of the broad asset allocation policy (i.e. the division between 
return seeking and liability matching assets) following the results of each actuarial review, 
or asset liability study, in consultation with the Investment Consultant and Scheme 
Actuary. 

⚫ Establishing broad ranges within which asset allocation must remain, including admissible 
asset classes. 

⚫ Consulting with the employer when reviewing investment policy issues. 

⚫ Reviewing, at least annually and immediately after any significant change in investment 
policy, the content of the SIP and modifying it if deemed appropriate, in consultation with 
the employer and Scheme Actuary and with written advice from the Investment 
Consultant. 

⚫ Monitoring compliance with the SIP on an ongoing basis. 

 

Investment managers / providers 

 

2.2 The Investment Manager(s) of the assets of the DB section will be responsible for: 
 

⚫ Implementing at their discretion, but within guidelines given by the Trustee, changes in 
the asset mix and selecting securities within each asset class. 

⚫ Providing the Trustee with quarterly statements of the assets together with a quarterly 
report on their actions and future intentions, and any changes to the processes applied to 
their portfolios. 

⚫ Providing the performance measurer (as appointed from time to time) with the information 
necessary to calculate performance statistics. 

⚫ Instructing the custodian(s) in respect of any corporate governance activity which is 
considered to be in the interests of the Scheme. 

⚫ Informing the Trustee of any changes in the investment objectives or performance 
objectives of any pooled Scheme in which the Scheme invests as and when such 
changes occur. 

⚫ Investing cash in a suitable manner. 

⚫ Giving effect to the principles contained in this Statement as far as is reasonably 
practical. 
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2.3 The Scheme’s DC invested assets are held in an insurance policy issued by Scottish 
Equitable plc (part of the Aegon brand), the Investment Platform Provider. A number of pooled 
funds are made available through this platform. The Investment Managers of these funds will 
manage them to the fund’s stated objectives. 

 
The Scheme’s Investment Platform Provider will be responsible for: 

⚫ Providing the Trustee with quarterly reporting statements and factsheets on the 
underlying funds. 

⚫ Ensuring that the underlying funds are priced correctly. 

⚫ Reviewing the continued structural suitability of the underlying funds. 

 

Custodian(s) 
 

2.4 The custodian(s) will be responsible for: 
 

⚫ The safekeeping of the assets of the Scheme. 

⚫ Providing all appropriate administration relating to the Scheme’s assets. 

⚫ Processing all dividends and tax reclaims in a timely manner. 

⚫ Notifying the Trustee and the relevant authorities in the event of the Scheme’s aggregate 
holdings exceeding disclosable amounts. 

⚫ Dealing with corporate actions. 

 

Investment Consultant 
 

2.5 The Investment Consultant will be responsible for: 
 

⚫ Participating with the Trustee in reviews of this Statement of Investment Principles. 

⚫ Proactively advising the Trustee on: 

– Any changes in the investment manager's organisations that could affect the 
interests of the Scheme. 

– Any changes in the investment environment that could present either opportunities 
or problems for the Scheme. 

– Advising on the selection or replacement of managers and custodians. 

⚫ Undertaking project work as required including reviews of asset allocation policy 

 

Scheme Actuary 
 

2.6 The Scheme Actuary’s responsibilities include: 

⚫ Liaising with the Investment Consultant on the suitability of the Scheme’s investment 
strategy, including reviewing asset allocation policy, given the financial characteristics of 
the Scheme. 

⚫ Assessing the scheme-specific funding position of the Scheme and advising on the 
appropriate response to any shortfall. 
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Section 3: Objectives and long term policy 
for the Defined Benefit section 

Objectives 

3.1 The investment objectives of the defined benefit section of the Scheme are: 

⚫  The acquisition of suitable assets of appropriate liquidity which will generate income 
and capital growth to meet, together with contributions from the employer, the cost of 
current and future benefits which the Scheme provides.  

⚫  To limit the risk of the assets failing to meet the liabilities. 

⚫  To minimise the long-term costs of the Scheme by maximising the return on the 
assets whilst having regard to the objectives set out above. 

⚫      To target reaching 100% funded on a gilts +0.2% p.a. liability basis by 30 June 2025 

 
Policy  
 

3.2 The Trustee recognise that the returns on real assets, while expected to be greater over the 
long term than those on monetary assets, are likely to be more volatile.  This strategy is 
expected to provide the level of returns required by the Scheme to meet its liabilities at an 
acceptable level of risk for the Trustee and an acceptable level of cost to the employer.  

3.3 The Trustee consider that an appropriate strategic asset allocation is a 30% allocation to 
return seeking assets and 70% to matching assets, with a strategic interest rate and inflation 
hedge ratio of 100% of assets.  The strategic asset allocation for the DB section is detailed in 
Appendix A. 

3.4 The Trustee consider that such an asset allocation policy will ensure that the assets of the 
Scheme include suitable investments, that those assets are appropriately diversified and that 
there is a reasonable expectation of meeting the objectives in paragraph 3.1. 

Rates of return 

3.5 In determining an appropriate investment strategy, the Trustee have considered the historical 
rates of return on the various classes of asset available for investment.  The Trustee’s 
expectations for the long term returns on the asset classes are those used in the asset liability 
modelling study carried out in November 2018, based on market asset class assumptions as 
at 30 June 2018. 

   

Diversification 
 

3.6 Investing in several asset classes helps to ensure that the Scheme’s investments are 
adequately diversified.  In addition, the Scheme’s investment managers invest in a passive 
manner (purchasing stocks in-line with the levels of the market index). This ensures that, at a 
stock selection level, the Scheme avoids undue concentration in any one stock. 
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Sustainable Investment Policy 

3.7 The Trustee takes account of all financially material risks and opportunities in consultation with 
its advisers. All risks and opportunities are considered for materiality and impact within the 
Scheme’s Risk Register. The Trustee consider sustainable investment factors, such as (but 
not limited to) those arising from Environmental, Social and Governance (ESG) 
considerations, including climate change, in the context of this broader risk framework.  

3.8 The Trustee’s policy is that day-to-day decisions relating to the investment of Scheme assets 
is left to the discretion of its investment managers. This includes consideration of all financially 
materially factors, including ESG-related issues where relevant. The Trustee has sought to 
identify and understand what current ESG policies each manager has in place by undertaking 
a review of their sustainability policies and is comfortable with what is in place given the nature 
of the Scheme’s mandates. In addition, the Trustee have taken into account the Scheme’s 
investment objectives and current investment strategy. 

3.9 When considering the appointment of new managers, and reviewing existing managers, the 
Trustee, together with its Investment Consultant, will look to take account of the approach 
taken by managers with respect to sustainable investing including voting policies and 
engagement where relevant. 

3.10 The Trustee does not factor non-financial factors, such as member ethical views, into its 
investment decision making. 

 
Rights attaching to investments 
 

3.11 Matters of corporate governance in general and voting in particular are integral parts of the 
delegation of duties to the investment managers.  Nevertheless, the Trustee recognise the 
responsibilities of shareholders as owners of capital.  Accordingly, the Trustee’s objective as 
shareholders is to achieve a high long-term return on the Scheme’s investments by the 
preservation and enhancement of shareholder value, which they believe good corporate 
governance promotes. 

3.12 The investment managers will be encouraged, but not directed, to vote on all resolutions at 
annual or extraordinary general meetings of companies in which the Scheme invests.  Voting 
power must be exercised by the investment managers with the objective of preserving and 
enhancing long-term shareholder value. 

3.13 The Trustee’s policy is to delegate responsibility for the exercising of ownership rights 
(including voting rights) attaching to investments to the investment managers. The Trustee 
recognise the UK Stewardship Code as best practice and encourages their investment 
managers to comply with the UK Stewardship Code or explain where they do not adhere to 
this policy. 
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Section 4: Investment manager 
arrangements – Defined Benefits section 

Manager structure 

 

4.1 The Trustee have appointed two managers as part of its new investment strategy; a single  
manager to manage the Global equity and UK corporate bond mandates, to track their 
respective benchmarks, as well as a liability driven investment (LDI) portfolio which will be 
managed against an agreed liability benchmark. An additional active manager for the 
Scheme’s diversified growth assets has also been appointed.  

4.2 The Investment Consultant has responsibility for monitoring the actual asset allocation against 
the strategic asset allocation of the Scheme on a quarterly basis.  A process by which this will 
be achieved has been agreed between the Investment Consultant and the Trustee. 

 
Performance benchmarks and targets 
 

4.3 Each manager/portfolio is set a specific set of performance objectives that are consistent with 
the overall objectives of the Scheme, the level of skill and risk being exhibited by the 
managers and the overall risk tolerance of the Trustee. 

4.4 Measurable objectives have been developed for the active manager consistent with the 
achievement of the Scheme's longer term objectives, and an acceptable level of risk. 
 

  Towers Watson Investment Management – Active manager 

   
To outperform the benchmark detailed below by 3% per annum over the long term: 

   
Diversified Growth CPI + 2%pa 

 

  BlackRock Investment Management – Passive manager 

 

  To achieve a return in each asset class consistent with the benchmark indices below:  

 

UK Equity FTSE All Share Index 

Global Equity (Unhedged) FTSE All World Developed ex UK  

Global Equity (GBP Hedged)  FTSE All World Developed ex UK (95%     
Hedged) 

Liability driven investment (LDI) portfolio Scheme specific liability benchmark 

 

Manager monitoring 

4.5 The appointment of each investment manager will be reviewed by the Trustee annually, based 
on the results of their monitoring of performance and investment process and of the manager's 
compliance with the requirements of the Act concerning diversification and suitability, where 
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relevant.  The managers have been provided with a copy of this document and the Trustee will 
monitor the extent to which each manager gives effect to the policies set out in it. 
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Section 5: Current investment principles – 
Defined Contribution section 

Objective 
 

5.1 The Trustee’s investment principles in respect of the DC Section have been formulated to 
meet the following objective: 

⚫ To provide a suitable investment framework to allow members to save for retirement. 

 
Investment principles 
 

5.2 In determining which investment options to make available, the Trustee has considered the 
investment risk associated with defined contribution pension investment.  The risk can be 
defined as the uncertainty in the ultimate amount of savings available to provide benefits in 
retirement.  

5.3 There are a number of factors, which contribute to this uncertainty, some of which cannot be 
managed by the investment options made available to members. 

5.4 The Trustee’s current investment principles in respect of the DC Section may be summarised 
as follows: 

⚫ Range of funds 

⚫ Provision of information 

⚫ Clear investment objectives. 

5.5 These principles are discussed in more detail below.   They are subject to periodic review in 
the light of prevailing circumstances.   The Trustee will consult with the employer before 
making any changes to the current investment principles. 

 
Range of funds 
 

5.6 The Trustee provides a range of funds from which members may choose, and these were 
selected taking account of the membership’s risk tolerance and in consultation with the 
employer, with the intention of meeting the objective in 5.1 above. Since, under a DC pension 
arrangement, members’ retirement benefits are dependent on investment performance the 
Trustee intends that members should determine their own investment strategies by choosing a 
fund, or funds, from the range of funds provided. 

5.7 The Trustee will periodically review the range of funds provided, taking into account the risk 
tolerance of the membership and advice from the Investment Consultant.  

5.8 The Trustee have decided to offer predominantly passively managed investment options, 
which aim to track the performance of a chosen index. The use of passive management 
minimises the potential risk of underperformance compared with actively managed funds. 
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Lifestyle option 
 

5.9 In addition to the range of funds shown in 6.1 below, from 3 August 2015, the Trustee offers 
one bespoke lifestyle strategy, with the main target of looking to provide the member with a 
secure income in retirement and hence why it was agreed that the SCPS Lifestyle Strategy 
should target annuity purchase.  

 5.10  With effect from 3 August 2015, the bespoke lifestyle strategy is as follows:     

• More than 20 years before retirement, the assets are invested wholly in the Aegon 
BlackRock 30:70 Global Equity Currency Hedged Index fund.   

• 20 years from retirement, assets begin switching into the Aegon BlackRock Market 
Advantage Fund.  At retirement this fund holds 15% of the member’s total assets.  

• 10 years from retirement, assets begin switching into the Aegon BlackRock Pre-Retirement 
Fund. At retirement this fund holds 60% of the member’s total assets.  

• 3 years from retirement, assets begin switching into the Aegon BlackRock Cash fund. At 
retirement this fund holds 25% of the member’s total assets.    

The range of Aegon BlackRock LifePath funds will be available to members on a self-select 
basis, which will enable members to target a different outcome at retirement.   

5.11 The Trustee’s intention is that all members, including those opting for a lifestyle strategy, 
should understand the investment choices they make so their chosen strategies are 
appropriate to their own circumstances.  

Provision of information 
 

5.12 The Trustee’s intention is to provide members with information concerning each of the funds 
from which they may choose in order to enable them to design and review their own 
investment strategies. 

 
Clear investment objectives 
 

5.13 The Trustee’s intention is that all funds should have clear, distinct, investment objectives.  This 
is intended to facilitate members’ design of their own investment strategies. 

 

Socially responsible investment 
 

5.14 The same policy (in section 3) applying to DB applies equally to the DC Section investments. 

 

Rights attaching to investments 

5.15 The responsibility for the exercising of rights (including voting rights) in the underlying 
investments of pooled funds is delegated to the Investment Manager(s). 
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Section 6: Investment manager 
arrangements – Defined Contribution 
section 

6.1 The Trustee has made available the following funds to members of the DC section via the 
Investment Platform Provider: 

Manager and Fund Assets Description 

Aegon BlackRock 
World (ex UK) Equity 
Index Fund 

Equity A passively managed fund which aims to invest in the 
shares of overseas companies according to market 
capitalisation weightings.  The Fund’s benchmark is 
FTSE-AW Developed (ex UK) Index. 

Aegon BlackRock 
(30:70) Global Equity 
Currency Hedged 
Index Fund 

Equity A passively managed fund which invests in both the UK 
and overseas markets.  The Fund’s benchmark is 30% 
FTSE All-Share, 60% FTSE All-Worlds Developed ex-UK 
Index (Hedged to GBP), 10% MSCI Emerging Markets 
Index. 

Aegon BlackRock 
(50:50) Global Equity 
Index Fund 

Equity A passively managed fund which invests in both the UK 
and overseas markets.  The Fund’s benchmark is 50% 
FTSE-All Share Index, 16.5% FTSE-AW USA Index, 
16.5% FTSE-AW Dev Europe (ex UK) Index, 8.5% FTSE-
AW Japan Index, 8.5% FTSE-AW Dev Asia Pacific (ex 
Japan) Index. 

Aegon BlackRock UK 
Equity Index Fund 

Equity A passively managed fund which invests in the shares of 
UK companies.  The Fund’s benchmark is the FTSE All-
Share Index. 

Aegon BlackRock 
Emerging Markets 
Equity Index Fund 

Equity A passively managed fund which invests in emerging 
markets.   

Aegon BlackRock over 
5 year Index-linked Gilt 
Index Fund 

Bonds A passively managed fund which invests in UK 
government index-linked securities that have a maturity 
period of 5 years or longer.  The Fund’s benchmark is the 
FTSE UK Gilts Index Linked Over 5 years Index. 

Aegon BlackRock Pre-
retirement Fund 

Bonds This Fund invests in UK Gilts, UK Bonds and other fixed 
income securities with the aim of producing a return in 
excess of a benchmark designed to reflect long term 
changes in immediate annuity prices. 

Aegon BlackRock 
Cash Fund 

Money market 
instruments, 
bonds and cash 

The Fund aims to produce a return consistent with the 
average returns of the money market sector. 

Aegon BlackRock 
Aquila Market 
Advantage Fund 

Mixed asset The Fund follows a diversified, risk controlled investment 
process which aims to achieve a return similar to that of a 
balanced portfolio, with approximately 40% less risk and 
to provide smoother returns during extreme market 
conditions.   

Aegon BlackRock 
Property 

Property The Fund gains its exposure to a range of commercial 
property assets by investing in a number of pooled 
property funds. 
 
From September 2019, the Trustee closed this fund to 
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new investors and will not permit further money to be 
switch into this fund.  

Aegon BlackRock DC 
LifePath Funds 

Mixed asset A range of funds targeting retirement in periods of 3 years.  
Options are available which target annuity purchase, 
drawdown and cash at retirement.   

Each Investment Manager of the above funds should achieve the objective in the majority of 
three year periods under consideration.   It is not expected that all the Investment Managers 
will achieve these targets in every three year period.  However, the Investment Managers 
should demonstrate that the skill exercised on the portfolio is consistent with this target given 
the levels of risks adopted. 
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Section 7: Money Purchase AVCs – 
Defined Benefits section 

7.1 Before the DB section closure, the Scheme provided a facility for active members to pay AVCs 
to enhance their benefits at retirement.  The members had the option of either using the same 
range of funds as available under the defined contribution arrangements, or a separate 
arrangement with Prudential in which to invest their AVC payments. Although there are no 
further AVCs being made, the Trustee will review any AVC providers, to the extent that 
members retain investments with them.  
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Section 8:  Risk measurement and 
management 

a. Defined Benefit Section 

8.1  The Trustee recognise, measure and manage a number of risks involved in the investment of 
the assets of the Scheme, including but not limited to: 
 

⚫ Solvency risk and mismatching risk – includes the risk that the Scheme’s assets are 
insufficient, or inappropriate, to meet its liabilities. These risks are measured through a 
qualitative and quantitative assessment of the expected development of the liabilities, 
relative to the current investment policy and selected alternatives to it, and are managed 
through assessing the progress of the actual growth of the liabilities relative to the current 
investment policy. 

⚫ Manager risk – includes the risk that poor performance by one or more individual 
Investment Managers has a significant negative impact on the Scheme’s investments.   It 
is measured by the expected deviation of the prospective risk and return, relative to the 
investment policy and is managed by monitoring the actual deviation of returns relative to 
the objective and factors supporting the Investment Manager(s)’ investment process.  

⚫ Liquidity risk – includes the risk that the Scheme is forced to sell investments in poor 
markets to fund pension and other payments. It is measured by the level of cash flow 
required by the Scheme over a specified period, and is managed by the Scheme’s 
administrators assessing the appropriateness of the level of cash held in the light of the 
forecast level of payments. 

⚫ Political risk – includes the risk that a political event could have a significant adverse 
impact on the value of the Scheme’s investments. It is measured by the proportion of the 
Scheme’s total investments that are concentrated in one market and is managed by 
regular reviews of the actual investments of each Investment Manager relative to its 
mandate and through periodic assessment of the levels of diversification of the 
investment portfolio as a whole. 

⚫ Employer risk – includes the risk that the Employer (or parent company) cannot, or will 
not, make good a current or future deficit of the Scheme. It is managed by assessing the 
interaction between the Scheme and the sponsor’s business, as measured by the number 
of factors, including the creditworthiness of the sponsor and the size of the pension 
liability relative to the financial strength of the sponsor. 

8.2   The Trustee continue to monitor these risks and any other risks that may arise, with the 
assistance of the Investment Consultant, and may add to this list any new significant risk 
categories. 

8.3 These measures do not render the investment policy free of risk.  Rather, the measures 
endeavour to balance the need for risk management and the need to allow the Investment 
Managers sufficient flexibility to manage the assets in such a way as to achieve the required 
performance target. 
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b. Defined Contribution Section 

8.4 The Trustee recognises that, in a defined contribution arrangement, members assume the 
investment risks.  The Trustee further recognise that members are exposed to different types 
of risk at different stages of their working lifetimes.  These risks can be broadly defined as 
follows: 
 

⚫ Inflation risk – includes the risk that a member’s investment does not provide a return at 
least in line with inflation, such that purchasing power is not maintained.  It is measured 
by comparing the returns against an appropriate measure of inflation such as the Retail 
Price Index (RPI). 

⚫ Pension conversion risk – includes the risk that, when close to retirement, a member 
has not invested the part of their fund that will be used to purchase a pension in those 
asset classes (principally UK bonds) which provide a partial hedge against annuity rate 
movements. Only relevant should a member purchase an annuity.  

⚫ Capital risk – includes the risk that the value of the member accounts falls, possibly 
more than anticipated, resulting in less money for the member to purchase his pension 
from. 

⚫ Opportunity risk (or poor asset allocation) – includes the risk that a member takes 
insufficient investment risk when they can (such as when they are younger).  This also 
includes the risk that a member is not invested in those asset classes (principally 
equities) that are expected to yield the highest returns over the long term.  This results in 
a smaller pot of money with which a pension can be purchased. 

 

8.5  The Trustee consider that the risk assumed by members in the Defined Contribution Section is 
managed by offering a range of investment options in which members can choose to invest 
their accounts and by communicating this investment option range appropriately.  The Trustee 
does not monitor the asset allocation of the membership.  

8.6 Each member of the DC Section has responsibility for selecting his/her investments from the 
funds made available by the Trustee and for monitoring the continued suitability of the 
investments to the member's personal circumstances.   

8.7 The range of investment options provides various potential mixes across asset classes, 

reflecting the different requirements of members as they progress towards retirement. 
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Appendix A:  Defined Benefit Section – 
Strategic Asset Allocation 

As at the date of this SIP, the Trustee have formally agreed a new strategic asset allocation with its 
implementation currently underway.  

The Scheme’s newly agreed strategic asset allocation is as follows:  

 Asset class Target allocation  

   

Return seeking 30%  

*Global Equity ex-UK (GBP Hedged) 
*Global Equity ex UK 
*UK Equity 

 
Diversified Growth 

2.35% 
2.35% 
0.3% 

 
25% 

 

   

Matching  70%  

Corporate bonds 20% 
 

Liability driven investment (LDI) portfolio 50% 

 * The Scheme’s overall equity portfolio allocation will be 5% split across the three regional index funds 
(UK, World ex-UK and World ex-UK GBP hedged) as detailed above. The equity allocation will be 
passively managed and will be periodically rebalanced as necessary by BlackRock as per the 
Investment Management Agreement.  
The strategic hedge ratio for interest rates and inflation is set to 100% of assets, which is equivalent to 
a hedge ratio of 88% of liabilities.   

 


