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Executive Summary 

This Statement of Investment Principles (“the Statement”) has been 
commissioned by and addressed to the Trustees of the Edinburgh 
Airport Pension Plan (“the Scheme”).   

This document has been prepared by Simon Cohen of Spence and Partners Limited (“Spence”), in his capacity 
as appointed Investment Consultant to the Scheme. 

It has been prepared to comply with Section 35 of the Pensions Act 1995 as amended by the Pensions Act 2004 
and the Occupational Pension Schemes (Investment) Regulations 2005, and as amended by subsequent 
regulations. 

For the purposes of this report, Edinburgh Airport Limited is referred to as the “Company” or “Sponsoring 
Employer”. 
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Investment Responsibilities 

The Trustees 

Under the legal documentation governing the Scheme, the power of investment is vested in the Trustees.  
Therefore, the Trustees are responsible for setting the investment objectives and determining the strategy to 
achieve those objectives. They set the overall investment target and then monitor the performance of their 
investment managers against the 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. 

Their duties and responsibilities include but are not limited to: 

− Regular approval of this Statement and monitoring compliance with this Statement 

− Appointment, removal (where applicable) and review of their investment managers or investment adviser 
and their performance relative to relevant benchmarks 

− Assessment of the investment risks run by the Scheme 

− Monitoring and review of the asset allocation 

Investment Adviser’s Duties and Responsibilities  

The Trustees have appointed Spence as their investment consultant. Spence provides advice when the Trustees 
require it and/or when Spence feels it suitable to do so. Areas on which it can provide advice are as follows: 

− Setting investment objectives 

− Determining strategic asset allocation 

− Determining suitable funds and investment managers 

− Managing cashflow 

It should be noted that the Trustees retain responsibility for all decisions. 

Spence charges a fixed fee for investment services as set out in the Fee & Service Agreement. 

Any extra services provided by Spence will be remunerated on a time cost basis. 

Spence does not receive any commission or any other payments in respect of the Scheme for investment 
services that will affect the impartiality of their advice.  Any investment manager discounts (net of Mobius’ fee) 
received through the use of the investment platform are passed in full to the Scheme. 

The Trustees are satisfied that this is a suitable adviser compensation structure. 
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Investment Managers’ Duties and Responsibilities 

The Trustees, after considering suitable advice, have appointed various managers to manage the assets of the 
Scheme mostly via the Mobius Life Limited (‘Mobius’) investment platform. The Trustees have invested into the 
Gresham House Asset Management Limited Forest Growth & Sustainability LP (“Gresham Fund”) directly with 
the manager. 

The investment managers are detailed in Appendix of this Statement. These investment managers are 
authorised and regulated by the FCA and are responsible for stock selection, asset allocation (if managing a 
multi-asset portfolio) and the exercise of voting rights. All the underlying managers are compensated by fund-
based charges on the value of the Scheme’s assets that they hold. 

The Scheme’s agreed asset allocation is defined in the Appendix. 
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Setting the Investment Strategy 

The Trustees have determined their investment strategy after considering the Scheme’s liability profile, their 
own appetite for risk and the views, risk appetite and covenant of the Company. They have also received 
written advice from their investment consultant. 

Types of Investment 

The Scheme’s assets are mostly invested on behalf of the Trustees by Mobius, through an investment platform, 
with underlying investment managers. The Scheme’s Gresham Fund is held directly with the manager. 

The Trustees are permitted to invest across a wide range of asset classes, including but not limited to equities, 
bonds, cash, property and alternative asset classes. The use of derivatives is as permitted by the guidelines 
that apply to the pooled funds.  

The Trustees will monitor from time-to-time the employer-related investment exposure of their portfolio as a 
whole and will take steps to alter this should they discover this to be more than 5% of the total portfolio. 

Balance Between Different Types of Investment 

The Scheme invests in assets that are expected to achieve the Scheme’s objectives detailed previously. The 
allocation between the different asset classes is shown in the Appendix of this Statement. 

The Trustees have considered the merits of both active and passive management for the different elements of 
the asset allocation and selected suitable types of management for each asset class. The current investment 
managers are shown the Appendix. 

From time-to-time the Scheme may hold cash and therefore deviate from its strategic or tactical asset 
allocation in order to accommodate for any short-term cashflow requirements or any other unexpected events. 

The Trustees may also hold insurance policies which are for the benefit of certain members to match part or all 
of their liabilities. 

Expected Return on Investments 

The Trustees have noted the long-run relationships that exist between the returns from different asset classes 
and have noted the different expected risk/return characteristics of the various asset classes. 

In particular, they have noted that equities can be expected to deliver a greater long-run real return (over price 
inflation) than that expected from fixed interest gilts, index-linked gilts or cash but that typically equities are 
the most volatile asset class in terms of market returns. 

The Trustees’ chosen policy is to achieve a balance between stabilising the Scheme's funding level and pursuing 
higher expected returns to improve the Scheme’s funding level. 

Realisation of Investments 

The majority of the Scheme’s assets are invested in pooled vehicles, which in turn invest in securities traded on 
recognised exchanges.  These Scheme investments can generally be readily realised, if necessary. The 
Scheme’s Gresham Fund is closed-ended and a long-term investment (10-20 years’ investment timeframe). 
However, secondary market opportunities exist via the investment manager or a market broker, but availability 
of these opportunities will depend on market conditions at the time.  
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Financially Material Considerations  

The Trustees have considered financially material factors such as environmental, social and governance (‘ESG’) 
issues as part of the investment process to determine a strategic asset allocation over the length of time during 
which the benefits are provided by the Scheme for members. Such matters are assessed for materiality and 
impact within a broader risk-management framework, which take account of the Trustees’ funding timeframe 
and views on the Company’s covenant. 

In endeavouring to invest in the best financial interests of the beneficiaries, the Trustees have elected to invest 
through pooled funds.  The Trustees acknowledge that they cannot directly influence the environmental, social 
and governance policies and practices of the companies in which the pooled funds invest.  However, the 
Trustees do expect their investment managers and investment consultant to take account of financially material 
considerations when carrying out their respective roles.   

The Trustees accept that the Scheme’s assets are subject to the investment manager’s own policy on socially 
responsible investment.  The Trustees will assess that this corresponds with their responsibilities to the 
beneficiaries of the Scheme with the help of their investment consultant.  

An assessment of the ESG and responsible investment policies forms part of the manager selection process 
when appointing new managers and these policies are also reviewed regularly for existing managers with the 
help of the investment consultant.  The Trustees will only invest with investment managers that are signatories 
for the United Nations supported Principles of Responsible Investment (‘PRI’) or other similarly recognised 
standards. 

The Trustees will monitor financially material considerations through the following means: 

− Obtain training where necessary on ESG considerations in order to understand fully how ESG factors 
including climate change could impact the Scheme and their investments; 

− Use ESG ratings information provided by their investment consultant, to assess how the Scheme's 
investment managers take account of ESG issues; and 

− Request that all of the Scheme's investment managers provide information about their ESG policies, and 
details of how they integrate ESG into their investment processes, via their investment consultant.  

If the Trustees determine that financially material considerations have not been factored into the investment 
managers’ process, they will take this into account on whether to select or retain an investment.  

Non-Financial Material Considerations  

The Trustees have not considered non-financial material matters in the selection, retention and realisation of 
investments. 

Stewardship  

The Trustees’ policy on the exercise of rights attaching to investments, including voting rights, is that these 
rights should be exercised by the investment manager on the Trustees’ behalf, having regard to the best 
financial interests of the beneficiaries. 

The investment manager should engage with companies to take account of ESG factors in the exercise of such 
rights as the Trustees believe this will be beneficial to the financial interests of members over the long term.  
The Trustees will review the investment managers’ voting policies, with the help of their investment consultant, 
and decide if they are appropriate.  

The Trustees also expect the investment managers to engage with investee companies on the capital structure 
and management of conflicts of interest. 
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If the policies or level of engagement are not appropriate, the Trustees will engage with the investment 
manager, with the help of their investment consultant, to influence the investment manager’s policy.  If this 
fails, the Trustees will review the investments made with the investment managers.  

The Trustees have taken into consideration the Financial Reporting Council’s UK Stewardship Code and expect 
investment managers to adhere to this where appropriate for the investments they manage.  

Investment Manager Arrangements 

Incentives to align investment managers’ investment strategies and decisions with the Trustees’ 
policies 

The Scheme invests in pooled funds and so the Trustees acknowledge that the funds’ investment strategies and 
decisions cannot be tailored to the Trustees’ policies.  However, the Trustees set their investment strategy and 
then select managers that best suits their strategy taking into account the fees being charged, which acts as 
the investment managers’ incentives.  

The Trustees use the fund objective/benchmark as a guide on whether their investment strategy is being 
followed and monitor this regularly.  

Incentives for the investment managers to make decisions based on assessments about medium to 
long-term financial and non-financial performance of an issuer of debt or equity and to engage with 
issuers of debt or equity in order to improve their performance in the medium to long-term 

The Trustees select managers based on a variety of factors including investment philosophy and process, which 
they believe should include assessing the long term financial and non-financial performance of the underlying 
company that they invest in.  

The Trustees also consider the managers’ voting and ESG policies and how they engage with the investee 
company as they believe that these factors can improve the medium to long-term performance of the investee 
companies.  

The Trustees will monitor the managers’ engagement and voting activity on an annual basis as they believe this 
can improve long term performance.  The Trustees expect their managers to make every effort to engage with 
investee companies but acknowledge that their influence may be more limited in some asset classes, such as 
bonds, as they do not have voting rights.  

The Trustees acknowledge that in the short term, these policies may not improve the returns they achieve, but 
do expect that by investing in those companies with better financial and non-financial performance over the 
long term, this will lead to better returns for the Scheme. The Trustees believe that the annual fee paid to the 
investment managers incentivises them to do this.  

If the Trustees feel that the investment managers are not assessing financial and non-financial performance or 
adequately engaging with the companies they are investing in, they will use these factors in deciding whether 
to retain or terminate a manager. 

How the method (and time horizon) of the evaluation of the investment managers’ performance and 
the remuneration for asset management services are in line with the Trustees’ policies 

The Trustees review the performance of each fund quarterly on a net of fees basis compared to its objective. 

The Trustees assess the performance of the funds, where possible, over at least a 3-5 year period when looking 
to select or terminate a manager, unless there are reasons other than performance that need to be considered.    

The investment managers’ remuneration is considered as part of the manager selection process and is also 
monitored regularly with the help of their investment consultant to ensure it is in line with the Trustees’ 
policies.  
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How the Trustees monitor portfolio turnover costs incurred by the investment managers, and how 
they define and monitor targeted portfolio turnover or turnover range 

The Trustees monitor the portfolio turnover costs on an annual basis.  

The Trustees define target portfolio turnover as the average turnover of the portfolio expected in the type of 
strategy the manager has been appointed to manage. This is monitored on an annual basis.   

The Trustees have delegated the responsibility of monitoring portfolio turnover costs and target portfolio 
turnover to their investment consultant, and this is reported to the Trustees so they too can monitor this. 

The duration of the arrangement with the investment managers 

The Trustees plan to hold each of their investments for the long term but will keep this under review. 

Changes in investment strategy or changes in the view of the investment managers can lead to the duration of 
the arrangement being shorter than expected. 
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