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Statement of Investment Policy Principles for the  

First Active Pension Scheme (the “Scheme”) 

1 Introduction 

1.1 This document contains the Statement of Investment Policy Principles (the “SIPP”) for the First Active 

Pension Scheme. 

1.2 It is the intention of the Trustees to review this document at least once a year, or sooner following any 

change in investment policy to ensure that the investment policy principles of the Trustees comply with 

requirements under the Pension Act 1990 and associated Regulations.   

1.3 In preparing this SIPP, the Trustees have consulted Ulster Bank Ireland DAC (the “Sponsoring 

Employer”). The Trustees will consult the Sponsoring Employer on any significant changes to the 

Scheme’s investment arrangements; however, the Trustees retain ultimate responsibility for investment 

decisions.  

2 Investment objectives 

2.1 The investment objectives of the Scheme can be summarised as follows: 

a The acquisition of suitable assets of appropriate liquidity which can generate income and capital 

growth to meet, together with any new contributions, the liabilities of the Scheme.   

b To maintain an acceptable level of risk of the assets failing to meet liabilities and to maintain an 

acceptable level of volatility of various measures of the funding level, in particular the Minimum 

Funding Standard. 

c To generate a return on assets that will help stabilise and minimise the long-term costs of the 

Scheme.  

d To secure members’ accrued benefits through the purchase of immediate and deferred annuities 

with an insurance company (“Buy-Out”) in the medium to long term. 

Specifically, target a rate of return of Swaps + 1.4% and a target level of interest rate and inflation 

hedging of between c90%-c100% on a swaps + 0.7% basis. Note that the investment strategy was 

reviewed for the Scheme during Q4 2022, and is outlined in the appendix. The investment strategy is 

discussed and kept under review at Trustee Meetings.  

3 Investment risk measurements methods  

3.1 The Trustees consider it appropriate to measure, monitor and manage the investment risks in two 

principal areas: 

1 The funding level (i.e. the value of liabilities compared to the value of assets).  

2 Manager risks.  

Funding level risks 

3.2 The Trustees have adopted a “Value at Risk” (VaR) measurement of the level of expected investment 

risk being taken in relation to how the funding level might deteriorate as a result of the investment 

strategy being pursued.  The Trustees refer to VaR95, which is a quantitative estimate of the minimum 

fall in the funding level one might expect to experience once every twenty years on average for a given 

investment strategy. It is the intention of the Trustees to monitor the risk exposure by revisiting the VaR 

calculations on at least an annual basis. 
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VaR95 was calculated as €15m as at December 2022 (using an ongoing measure of the liabilities – 

swaps + 0.70% basis). The Trustees interpret this to mean that there is a low likelihood that the fall in 

the funding position will exceed €15m in a one-year period based on the assumptions underlying the 

model. The Trustees have reviewed the results of this most recent assessment with their professional 

advisors and consider that the investment strategy is consistent with the risk tolerance of the Scheme.  

The calculation of VaR is based on an investment model and assumptions provided by the investment 

advisors and these assumptions are reviewed on a regular basis. 

Manager risks 

3.3 Manager risk refers to the risk of the Scheme’s investment managers underperforming their respective 

benchmarks.  

4 Investment risk management processes 

The Trustees have established the following risk management processes: 

4.1 The Trustees monitor the funding level risk by commissioning VaR calculations on a quarterly basis. 

4.2 The Trustees monitor the asset allocation on a quarterly basis to ensure that it is consistent with the 

Scheme’s strategic asset allocation.   

4.3 The Trustees reduce manager risk by predominantly using passive or low risk active management, by 

monitoring the performance of the underlying funds versus the relevant benchmark on a quarterly basis 

and over the longer-term and by ensuring that any deviation of the performance from that of the 

benchmark is within acceptable limits for the mandate involved.   

4.4 The Trustees also monitor the investment managers from a qualitative point of view. A quarterly report 

is prepared by the Trustees’ investment advisers, which contains their independent research and rating 

on the majority of the underlying investment managers / mandates. The Trustees’ investment advisers 

are also engaged to proactively advise of any significant developments affecting their view on the 

capabilities of the underlying investment managers and mandates.    

4.5 The Trustees have delegated to their investment advisers the task of monitoring the degree to which 

there is investment in derivative products, assets denominated in foreign currencies, illiquid assets and 

any one security to such an extent that the diversity of the scheme’s assets is materially reduced. 

5 Strategic asset allocation 

5.1 The strategic asset allocation of the Scheme is driven by the financial characteristics of the liabilities of 

the Scheme (in particular the nature and duration of the liabilities), the risk tolerance of the Trustees and 

the Sponsoring Employer and the return assumed in the actuarial projections.  

5.2 In determining the strategic asset allocation the Trustees considered many factors including: 

■ The investment strategy assumed in the most recent actuarial valuation 

■ The expected rate of return on the Scheme’s assets portfolio of 1.4% p.a. in excess of the yield on 

the nominal Euro swap curve, as well as the risk tolerance level 

■ The need for appropriate diversification and liquidity and  

■ The target level of hedging of between c90%-c100% of the interest rate and inflation risk on a 

swaps + 0.7% basis.  

The strategic asset allocation set out in the appendix is as at December 2022. The asset allocation is 

monitored on a quarterly basis using a report prepared by the Trustees’ investment advisers.  
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The Trustees ensure, through assessing the suitability of the pooled funds used and through reviewing 

the strategic asset allocation as described above, that the Scheme’s assets: 

■ Are invested in a manner designed to ensure the security, quality, liquidity and profitability of the 

portfolio as a whole so far as is appropriate having regard to the nature and duration of the expected 

liabilities of the Scheme; 

■ Are predominantly invested on regulated markets; 

■ Are properly diversified in such a way as to avoid excess reliance on any particular asset, issuer or 

group of undertakings and so as to avoid accumulations of risk in the portfolio as a whole and  

■ Include use of derivative instruments only in so far as they contribute to a reduction in investment 

risks or facilitate efficient portfolio management.  

6 Environmental, Social and Governance (ESG) Considerations 

■ The Trustees believe that environmental, social and corporate governance (ESG) factors may have 

a material impact on investment risk and return outcomes, and that good stewardship can create and 

preserve value of companies and markets as a whole.  The Trustees also recognise that long-term 

sustainability issues, particularly climate change, presents risks and opportunities that increasingly 

may require explicit consideration. 

■ The Trustees have given the appointed investment managers full discretion in evaluating ESG 

factors, including climate change considerations, and exercising voting rights and stewardship 

obligations attached to the investments, in accordance with their own corporate governance policies 

and current best practice. 

■ The Trustees consider the ESG ratings and/or related commentary of their Investment Adviser in 

relation to the various investment managers and funds. The Trustees meet and challenge the 

investment managers on their ESG policies and practices at least annually. 

Shareholders’ Rights Regulations 2020 

■ With respect to the European Union (Shareholders’ Rights) Regulations 2020, the Trustees have 

not developed a standalone engagement policy.  The Plan invests in units in various pooled funds 

that may from time to time invest in equities of companies which are listed on EU regulated 

markets. However, in each case the Plan is one investor among others so has no direct voting rights 

or other means of engagement with any companies in which the pooled fund may have invested. 

■ The Trustees have engaged with the schemes Equity managers SSGA, Fulcrum and TWIM who 

have provided a copy of their Engagement Policy and confirmed that they are in compliance with 

the Regulations. 

■ The investment horizon of the Plan’s equity investments is medium to long term in nature, and the 

Trustees expect the managers to use their engagement activity to drive improved performance over 

those periods. The Trustees also expect investment manager appointments to be long-term in 

nature, and assess the performance over longer-term periods. Short term performance issues would 

not be expected to result in a manager termination, although other factors may necessitate a change 

over relatively short timeframes. 

Sustainable Finance Disclosure Regulations 

■ The Trustees acknowledge that under Article 4 of the Disclosure Regulations there is a requirement 

to publish and maintain on a website whether principal adverse impacts of investment decisions on 

sustainability factors are considered. The Trustees are awaiting the clarity of the Level II 

regulations prior to making such a statement. 

■ This policy may be made publicly available in the future but is currently included within the SIPP 

of the Plan as this is available to members each year through the Trustee Annual Report. 
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7 Policy for Additional Voluntary Contribution (“AVC”) assets 

7.1 The Trustees’ policy is to provide a range of funds which together offer a suitable mixture of real and 

monetary assets.  They 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. 

7.2 It is the Trustees’ policy in relation to AVC options to: 

■ Ensure that an appropriate range of fund choices is available to members 

■ Review the operation of AVC investments to ensure compliance with relevant jurisdictional 

legislation / regulation and best practice 

■ Monitor the investment performance of the funds 

■ Change the AVC fund choices as and when considered necessary 

 

 

Last updated March 2023 

 

Signed on behalf of the Trustees by (name and signature)                

 

                                                                                                               

……………………………………................ 
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Appendix – Investment Strategy 

The strategic asset allocation is as set out below: 

Asset class Strategic asset allocation 

% 

Growth Assets 27.0 

Developed market equities (75% currency hedged) 5.5 

Equity Futures (Notional Exposure) 13.5 

Diversified growth 8.0 

  

Risk-Reducing Assets 86.5 

Screened global corporate bonds 14.5 

Liability driven investment (“LDI”) 72.0 

Total Scheme Exposure (incl. Notional Value of Futures) 
113.5* 

            *taking into consideration Equity Futures held  

The Trustees will rely on advice from their Investment Consultant in conjunction with the Sponsoring Employer 

regarding any rebalancing when allocations deviate from the strategic asset allocation stated above. 


