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This SIP sets out the policy of the Trustees of the Royal Institution of Chartered Surveyors
Pension & Assurance Scheme (the “Trustees” and the “Scheme”) on matters governing
decisions about the investments of the Scheme.
The Scheme is a Registered Pension Scheme for the purpose of the Finance Act
. It has two
sections: a Defined Benefit (“DB”) Section, which closed to new accruals on th May
, and
a Defined Contribution (“DC”) Section. This SIP covers both sections.

1.2.

SIP?
The SIP is designed to meet the requirements of the Pensions Act
(the “Act”) and all
subsequent legislation, Regulations and guidance from the Pensions Regulator applying to UK
pension schemes.

1.3.

SIP?
This SIP has been prepared after obtaining and considering written professional advice from
Quantum Advisory (“Quantum”), the Trustees’ investment adviser and consulting the Royal
Institution of Chartered Surveyors (the “Sponsoring Employer”) as required by the Act and
subsequently by the Regulations. Quantum have the knowledge and experience required under
the Regulations to provide professional advice on the management of the Scheme’s
investments.
Russell Investments, (“Russell”), the DB Section’s fiduciary manager, have been given the
opportunity to review this document and their comments have been considered. Russell are
required to carry out their investment responsibilities in a manner consistent with this SIP and
the Investment Management Agreement (“IMA”) that has been agreed with the Trustees.
Legal & General Investment Management (“LGIM”), the DC Section’s investment manager, have
been given the opportunity to review this document. LGIM are required to carry out their
investment responsibilities in a manner consistent with the policy document signed by the
Trustees.
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2. DB Sec i
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2.1. I
The Trustees, in conjunction with Quantum and after consultation with Russell and the
Sponsoring Employer, set the current investment strategy following a consideration of their
objectives and other related matters in
.
The Trustees noted the need to invest in a manner which helps ensure that the benefits
promised to members are provided. Over the long term, this requires that a rate of return is
achieved which supports the long-term funding of the Scheme, which has been discussed with
the Sponsoring Employer. In the short term, it means managing the volatility of the value of
assets relative to the value of liabilities, which have bond-like characteristics.
Russell were appointed as the Scheme’s fiduciary manager in April
. In
they were
given the objective of helping the Scheme achieve full funding on a “proxy buy-out” basis, with
a discount rate of “Gilts minus . p.a.”. This “proxy buy-out” basis assumes cashflows
generated during the last actuarial valuation but with removal of a commutation assumption
and a
allowance for expenses. The target return for the investment strategy was set at
“Gilts plus . ” and this will be reduced over time as the Scheme achieves pre-specified
funding level triggers. Russell have been provided discretion around guidelines set by the
Trustees, as specified in the IMA.

2.2.

?
The strategy involves:
Setting a Target Return on investments.
Investing some of the assets in a Growth portfolio
Investing some of the assets in a Matching portfolio, and
Increasing the total level of interest rate sensitivity (the “Hedge Ratio”) above that provided
by the Matching portfolio through the use of geared Liability Driven Investments.
The Growth portfolio aims to produce a return above that on the value of liabilities, whilst the
Matching portfolio is designed to mirror changes in the underlying value of the liabilities.
Russell have discretion to vary the asset allocation and Hedge Ratio over time within agreed
limits.
The Trustees have adopted a dynamic de-risking strategy and have instructed Russell to reduce
the Target Return, and therefore risk in the portfolio, as the funding level improves. The
Scheme currently hedges
of the funded liabilities and Russell will retain this hedge ratio
as the funding level rises.. Russell may not increase the allocation to the Growth portfolio nor
reduce the Hedge Ratio without prior Trustee agreement.
The terms of the arrangement are set out in detail in the IMA with Russell.
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The Scheme’s assets are currently invested in collective investment funds which are managed
against appropriate benchmarks relative to the strategy. The Scheme permits investment in
derivatives for efficient portfolio management and risk reduction purposes.

Reba a c g
Rebalancing of Scheme assets is actively determined by Russell and forms an aspect of the
investment strategy. The Trustees and Russell utilise cash flows to facilitate portfolio
rebalancing.

D e

f ca

The Trustees recognise that the assets of the Scheme must be properly diversified and in such a
way as to avoid excessive reliance on any particular asset, issuer or group of undertakings and
so as to avoid accumulations of risk in the portfolio as a whole.

L

d

The Trustees also recognise that assets held to cover the Scheme’s liabilities must be invested
in a manner appropriate to the nature and duration of the expected future retirement benefits
payable under the Scheme.

2.3.

T

S

?

In setting the strategy, the Trustees considered:
the investment objective;
the Scheme’s characteristics;
the annual management charges and other charges;
the risks and rewards of alternative asset classes and investment strategies;
the expectation that, over the long-term, equities and other risk assets are likely to produce
higher returns than government bonds, but at the risk of short-term volatility or liquidity
constraints;
the need for an appropriate level of diversification between different asset classes which is
appropriate to the circumstances of the Scheme;
the difficulty for active managers to outperform stock markets, net of fees;
the financial strength and reputation of Russell;
the financial strength of the respective custodian; and
the strength of the Sponsoring Employer's covenant to support the Scheme.

2.4.

?
In order to achieve their objectives, the Trustees recognise the need to invest across the risk
spectrum. The Trustees identified the following investment risks:
the risk of a deterioration in the funding level;
the risk that investment returns in general will not achieve expectations;
the risk that Russell will not achieve the expected rate of return;
the risk that the value of liabilities will increase due to unknown factors such as increased
inflation and/or life expectancy;
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the risk that environmental, social and governance factors have an adverse effect on the
long-term performance of Scheme assets;
the risk of mis-match between the value of Scheme assets and liabilities;
the risk of a shortfall in the liquid assets held by the Scheme relative to its immediate cash
flow requirements;
the risk that the performance of any single investment within the Scheme assets may
disproportionately affect the ability of the Scheme to meet its overall investment
objectives;
the risk of misappropriation, unauthorised use or mis-delivery of Scheme assets; and
the ways in which risks are to be measured and managed.
The Trustees recognise these different types of risk and seek to mitigate them as far as possible
by:
regular monitoring of investment performance;
a deliberate policy of diversification and dynamic asset allocation;
the use of Liability Driven Investments; and
taking into account the timing of future payments.
Given the complex and inter-dependent nature of these risks, the Trustees consider the
majority of them as much in a qualitative manner as in a quantitative manner and as part of
each formal investment strategy review. Some of these risks may also be modelled explicitly
during the course of such reviews.
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3. DC Sec i
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3.1. I
The primary objective of the DC Section is to provide, on a defined contribution basis, benefits
for members on their retirement or benefits for their dependants on death before retirement.

3.2. I
The Trustees have appointed LGIM to provide funds in which the assets of the DC arrangement
are invested.
Members are given the choice of investing in one or more of the following funds: Global Equity
Fixed Weights ( / ) Index Fund; UK Equity Index Fund; World (ex-UK) Equity Index Fund;
Global Emerging Markets Equity Index Fund; Ethical UK Equity Index Fund; Pre-retirement Fund;
Cash Fund.
Members have the option of investing their contributions on either a self-select basis or
according to an “automatic” Life-Styling matrix. The default option is to invest according to the
Life-Styling matrix, whereby investments are made in equity based (“long term”) funds when
members are younger and gradually switched to fixed interest and cash (“short term”) funds as
members approach retirement. The switching process covers the ten-year period to a
member’s normal retirement date at age . The funds underlying the Lifestyle approach are
LGIM’s Global Equity Fixed Weight ( : ) Fund, the Pre-retirement Fund and the Cash Fund.
The Scheme’s default option targets the purchase of an annuity at retirement and the provision
of a tax-free cash lump sum (if the member so chooses). The Trustees believe that this
retirement outcome is appropriate based upon an assessment of the Scheme’s membership.
The Trustees have agreed the appropriateness of the asset allocation benchmarks, performance
benchmarks and the various controls adopted by LGIM in managing each fund in which
members can invest. For each fund, the benchmark and the guideline controls reflect the
Trustees’ view on the appropriate balance between maximising the long-term return on
investments and minimising short-term volatility and risk for that fund’s strategic aim.
The Trustees monitor the Scheme’s DC investments on a regular basis. Written advice is
received as required from their DC investment consultant. In addition, the range of funds to
target retirement outcomes is reviewed on a periodic basis.

3.3. C
The funds in which members invest are pooled funds, which the Trustees believe are
appropriate given the size and nature of the DC Section. The managers of the pooled funds are
given full discretion over the choice of individual stocks and are expected to maintain a
diversified portfolio within each fund. The Trustees are satisfied that the assets held in each
fund are suitable in relation to the needs of members.

3.4. B
Each fund has a defined benchmark and the Trustees are satisfied that the benchmarks, in
combination with other funds, are suitable for different categories of members.
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3.5. R
The major component of risk is strategic risk which arises from the asset allocation of each
individual member’s portfolio. In selecting the funds made available to members, the Trustees
have provided a range which can be tailored to members’ individual requirements at different
ages and terms to retirement.
For the Lifestyle approach, the Trustees are comfortable that the benchmark asset allocations
of members’ funds are appropriate to their ages and terms to retirement.

3.6. E
The objective of the equity funds is to achieve an attractive real return over the long term. The
objective of the cash and bond funds is to provide for the payment of the tax free lump sum on
retirement and to reduce the volatility of the value of a member’s assets relative to the cost of
purchasing an annuity. The Trustees are satisfied that these return objectives are consistent
with the aims of members at different stages of the Lifestyle process.
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A C?
Members can pay new AVCs into the DC Section only.
The Trustees believe that the range of fund options available gives members access to a simple,
efficient and diversified strategy. The Trustees keep the suitability and performance of these
investments under review.

4.2. H

A C

In the past, AVCs have been paid into with-profits, balanced managed, distribution and cash
funds with LGIM. The Trustees monitor the performance of these funds periodically to ensure
that they remain appropriate to members’ needs.
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5.1. H

?

The Trustees have appointed Russell as the Scheme’s fiduciary manager for the DB Section.
Russell manage the Scheme’s assets in accordance with the IMA. Quantum Advisory have been
appointed in order to provide strategic advice and oversight.
The Trustees have appointed LGIM as the investment manager for the DC Section. LGIM also
manage external assets for the DB Section, over which Russell have been granted Power of
Attorney.

5.2.

?
The Trustees have a signed management agreement with Russell, setting out in detail the terms
on which the assets are managed. In doing so, Russell can utilise funds that they run themselves
and/or external funds over which they have been granted Power of Attorney.
The Trustees have signed policy documents and application forms with LGIM, setting out in
detail the terms on which their funds are managed.
The Trustees keep the appointment of all investment managers and AVC providers under
review and will seek to replace any managers, or funds, which no longer remain appropriate to
implement the Scheme’s investment strategy.

5.3.

?
Russell are responsible for the day-to-day investment management of the DB Section
investments in accordance with the IMA. Russell are authorised under the Financial Services
and Markets Act
to carry out such activities.
LGIM are responsible for the management of the assets of the DC Section. These are all passive
investments and LGIM are expected to track the relevant index returns within agreed tracking
errors. LGIM are authorised under the Financial Services and Markets Act
to carry out
such activities.

5.4. C
The Trustees have appointed State Street as custodian for investments with Russell. State
Street provide safekeeping of all such assets and perform the relevant administrative duties,
such as the collection of interest and dividends and dealing with corporate actions.
The Scheme’s investments with LGIM are through pooled investment vehicles and there is no
need for the Trustees to formally appoint custodians, as the investment comprises policy units
rather than the underlying stocks and shares.
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Russell have discretion over the timing and realisation of investments of the DB Section and in
considerations relating to liquidity. When appropriate, the Trustees will decide on the amount
of cash required for outgoings and inform Russell of any liquidity requirements.
The Trustees, in conjunction with the Scheme’s administrators, manage the realisation of
investments of the DC Section.

6.2.

?

DB S

,

-

6.2.1 F
The Trustees acknowledge the potential impact on the Scheme’s investments (both in terms of
risk and return) of financially material matters. The Trustees’ definition of these matters
includes, but is not limited to, ESG factors (including climate change).
With regard to ESG factors, the Trustees have delegated day-to-day investment decisions for
the actively managed assets of the DB Section to Russell and they are satisfied that Russell
employs a well-developed ESG framework which is summarised below:
Exclusionary / Inclusionary Screening – This involves excluding companies which operate in
particular sectors or areas, this includes the equity of companies involved with the
manufacture of controversial weapons (namely cluster munitions) and tobacco producers
from the range of funds which the Scheme invests in.
ESG Factor Integration – As part of Russell’s investment research process, the underlying
managers used to implement investment ideas receive an ESG rating which is both
qualitative and quantitative in nature. Each manager’s ESG factor is then considered and
monitored as part of the wider manager research process.
Thematic Investing – This involves tilting the Scheme’s investment portfolio towards
capturing positive ESG themes alongside investment returns.

6.2.2 S
The Trustees consider how stewardship factors are integrated into the investment processes
when: (i) appointing new investment managers; and (ii) reviewing existing investment
managers.
The Trustees are aware of the constraints that they face in terms of influencing change due to
the size and nature of the Scheme’s investments. They do, however, acknowledge the need to
be responsible stewards and to exercise the rights associated with their investments in a
considered manner.
The Trustees have chosen to delegate their voting and engagement responsibilities to Russell
and they monitor their stewardship policies at regular intervals.
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6.2.3 N

-

The Trustees do not consider non-financial matters (such as member views concerning ESG
factors) when selecting, retaining and realising investments.
Specifically, the Trustees do not take these matters into consideration given the difficulty in
determining members’ views and then applying these to a single investment strategy.

6.3.

F

,
?

-

DC S

6.3.1 F
The Trustees acknowledge the potential impact upon the Scheme’s investments and members
arising from financially material matters. The Trustees define these as including, but not limited
to, ESG matters (including but not limited to climate change).
The Trustees acknowledge that their LGIM funds are not constructed with specific ESG
considerations in mind. However, the Trustees have noted that LGIM have a track record of
active ownership. They support and develop good governance and social practices by
collaborating with and challenging policy makers at the companies in which they invest.
The Trustees periodically review the ESG policies and activities of their investment manager(s)
in the following ways:
through ESG reporting and advice from Quantum; and
reviewing their investment manager’s publicly available ESG related publications.

6.3.2 S
The Trustees consider how stewardship factors are integrated into the investment processes
when: (i) appointing new investment managers; and (ii) reviewing existing investment
managers.
The Trustees are aware of the constraints that they face in terms of influencing change due to
the size and nature of the Scheme’s investments. They do, however, acknowledge the need to
be responsible stewards and to exercise the rights associated with their investments in a
considered manner.
The Trustees have chosen to delegate their voting and engagement responsibilities to LGIM and
they monitor the stewardship policies of the manager annually.

6.3.3 N

-

The Trustees do not consider non-financial matters when selecting, retaining and realising DC
investments.

6.4. H

?

Quantum are remunerated on a fixed fee basis for ongoing services. For additional services and
projects, fees may be charged on a time-cost basis but these would be agreed in advance.
The DB and DC Sections of the Scheme invest in pooled funds. The Trustees note that the
investment strategy and decisions of the fund managers cannot be tailored to the Trustees’
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policies. The Trustees, with the help of Quantum, set the investment strategy for the Scheme
and select managers and funds to implement the strategy.
The Trustees consider the fees and charges associated with each investment before investing.
Russell are remunerated with a fee that is calculated partly as a percentage of the Scheme
funds they hold under management and partly as a percentage of total Scheme DB assets. This
structure has been chosen to align Russell’s interests with those of the Scheme. Russell may pay
commissions to third parties on trades they undertake in the management of the assets.
LGIM are remunerated with a fee that is calculated as a percentage of the Scheme’s DC assets
held under management. This structure has been chosen to align LGIM’s interests with those of
the DC Section of the Scheme. In addition, LGIM may pay commissions to third parties on
trades they undertake in the management of the assets.
The Trustees obtain annual statements from the investment managers setting out all the costs
associated with the investment of the Scheme assets.
The Trustees do not directly incentivise the investment managers to engage with the issuers of
debt or equity to improve their performance. The Trustees do, however, expect the investment
managers to participate in such activities as appropriate and necessary to meet the investment
objectives of the respective fund. The funds utilised typically include an objective that is
expected to result in a positive return over the medium-to-longer term and, as such, the
investment managers’ engagement with the issuers of debt or equity is expected to be
undertaken so as to target medium-to-long term value creation.

6.5. D

T

?

The Trustees are responsible for the investment of the Scheme's assets overall. They have
delegated day to day investment decisions to Russell and LGIM.
When deciding which decisions to make themselves, and which to delegate, the Trustees take
into account whether they have the appropriate training and expertise in order to make an
informed decision. The Trustees have established the following decision-making structure:

T

ee
Set structures and processes for carrying out their role.
Formulate and monitor the implementation of strategy.
Prepare and maintain the Statement of Investment Principles.

I

e

e
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e

Advise on all aspects of the investment of the Scheme’s assets.
Advise on this Statement and provide relevant training.

Fd ca
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Operate within the terms of this statement and the written contracts and agreements.
Select individual investments with regards to their suitability and diversification for the
relevant pooled vehicles.
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6.6. C
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6.7. C
The responsibility for monitoring the capital structure of investee companies (including any
relevant developments) is delegated to the investment managers. Investment managers are
expected to partake in a sufficient level of monitoring and action that is appropriate to the
nature of the mandate.
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