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Trustee and its Advisers
The Trustee
The Trustee of the Guinness Ireland Group Pension Scheme is Diageo Ireland Pension Trustee Designated
Activity Company. The Directors of the Trustee Board during the year are set out below:
Directors
C D Coase (Chairman)
N Donohoe
K Gowing
J Hodgins
A T Maher
C Smith
S Stafford
Secretary to the Trustee

A Kenealy
J Trundle
S

Advisers
The advisers to the Trustee are set out below:
Actuary

D S Hunter FSAI
Willis Towers Watson (Ireland) Limited

Auditor

Ernst & Young
Chartered Accountants

Scheme Administrator

Capita Employee Solutions

AVC Fund Administrator

Irish Life Assurance plc

Banker

HSBC

Custodian

Northern Trust Global Service Limited

Legal Adviser

William Fry

Investment Adviser

Mercer (Ireland) Ltd

Investment Managers

Allied Pension Trustees Limited
BlackRock Alternative Advisors
Insight Investment Management Global Limited
Irish Life Investment Managers Limited
IPUT plc
M & G Investments
Mercer Private Markets AG
Morgan Stanley Investment Management Limited
Oak Hill Advisors
Aviva

Death in Service Provider
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Trustee and its Advisers
Sponsoring Employer

Diageo Ireland

Participating Employer

R&A Bailey & Co

Registered Administrator

The registered administrator for the Scheme is Capita Employee
Solutions for which contact details are as follows:
Diageo Pensions Team
Capita
PO Box 555
Stead House
Darlington DL1 9YT
Telephone: (0)1 526 8759
Email: diageopensions@capita.co.uk
Website: https://www.hartlinkonline.co.uk/diageo

3

The Trustee is pleased to present to members of the Guinness Ireland Group Pension Scheme (th
its report and the audited financial statements for the year ended 31 December 2020.

)

The content of this report conforms to the Occupational Pension Schemes (Disclosure of Information)
Regulations 2006 to 2013, prescribed by the Minister for Social Protection under the Pensions Act 1990 (as
eport outlines the constitution and structure of the Scheme together
am
with details of financial developments for the year, investment matters and membership movements.

Scheme Management
The Scheme
The Scheme is a defined benefit scheme established in 1957 to provide benefits for the employees (and their
stinct legal entity
and separate in every way from Diageo Ireland. The Scheme is established and governed by a Trust Deed and
Rules, a copy of which is available for inspection by any member on request. The Scheme was closed to new
members from 10 May 2013 and this was effected by a deed of variation executed on 13 June 2014 and
incorporated into the Amended and Restated Definitive Trust Deed and Rules executed on 2 March 2017.
The Scheme is registered with The Pensions Authority (registration no. PB1684). The Scheme has been
774 of the Taxes
approved by the Revenue Commissioners as a
Consolidation Act 1997 and as such its assets are generally allowed to accumulate free of income and capital
gains taxes. In addition, tax relief is given on employer and member contributions to the Scheme and certain
lump sum payments to members can be paid free of tax.
Rule Changes
During the Scheme year there was a rule change to rule 23.3 and 38.3 by a Deed of Amendment. The rule
change was designed to enable the commutation of member benefits where they fall within Revenue triviality
limits. There were no other rule changes apart from this during the scheme year.
The Trustee
The Trustee of the Scheme is Diageo Ireland Pension Trustee Designated Activity Company. The Directors of
the Trustee Company are set out on page 2 together with their advisers. Mr Coase is a professional trustee, as
defined by The Pensions Authority.
Under the provisions of the Occupational Pension Schemes (Member Participation in the Selection of Persons
for Appointment as Trustees) (No.3) Regulations 1996 made pursuant to the Pensions Act 1990 the members
have the right to select or approve the selection of a number of Trustee Directors of the Scheme. Three
Directors are appointed by the Company and three Directors are appointed by the Company upon nomination by
the representative bodies of active and pensioner members; the Chairman is also appointed by the Company. It
is the duty of the Trustee to act in the best interests of all the members of the Scheme. The individual Trustee
Directors represent all the members equally rather than any sectional interests. All the Directors, other than the
Chairman, are members of the Scheme.
The Trustee met formally six times during the year ended 31 December 2020.
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Scheme Management (continued)
The Trustee (continued)
or have access at all times to the Trust
produced by The Pensions Authority and the guidance notes issued by The Pensions Authority from time to
time.
The Trustee Directors have access to appropriate advice on their duties and responsibilities. The Trustee
Directors received training as required by Section 59AA (inserted by section 28 of the Social Welfare and
Pensions Act 2008 (No. 2 of 2008)) of the Pensions Act 1990. All Trustee Directors complete the e-learning
course provided by The Pensions Authority within six months of their appointment. Training is normally provided
by the Truste s advisers as an integrated part of their services and accordingly the costs of training are not
separately identifiable.
Financial Development of the Scheme
The financial statements of the Scheme for the year ended 31 December 2020 are set out on pages 23 to 39.
The financial statements have been prepared and audited in accordance with regulations made under Section
56 of the Pensions Act 1990. The report of the independent auditor, which is unqualified, is set out on pages 20
to 22.
The fund account shows that the net assets of the Scheme increased from 1,772.6 million at 31 December
1,844.6 million at 31 December 2020. The increase in net assets is accounted for by:
2019
Years Ended

Contributions paid in by the Company and members plus sundry income

31 December 2020

31 December 2019

m

m

35.2

37.3

(78.7)

(78.7)

(0.7)

0.7

Net withdrawals from dealings with members

(44.2)

(40.7)

Net returns on investments

116.2

160.0

72.0

119.3

Net assets at the start of the year

1,772.6

1,653.3

Net assets at the end of the year

1,844.6

1,772.6

Benefits paid to members and payments in respect of leavers
Administrative expenses

Total increase in net assets for the year

Actuarial Valuation and Funding Certificate
The Actuary reports to the Trustee on whether there are sufficient assets in the Scheme to meet the pension
benefits that have built up (the liabilities). He conducts a full actuarial valuation of the Scheme every three years.
The Actuary reports on two different bases as follows:
the ongoing basis, which assumes that the Scheme will continue until the benefits of all existing members
are paid. It measures whether there are sufficient assets in the Scheme to meet future benefit payments for
members in respect of their benefits which have accrued as at the valuation date; and
the discontinuance basis, in accordance with the statutory Funding Standard, which measures the value of
benefits payable under the Scheme if it were to cease and wind up as at the valuation date.
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Scheme Management (continued)
Actuarial Valuation and Funding Certificate (continued)
In 2010 funding arrangements were put in place to eliminate, over a specified period of time, the deficits on both
the ongoing and discontinuance bases that had been identified in the actuarial valuation as at 31 December
2009. The aim of these arrangements was to restore the ongoing funding position to 100% by 31 December
2027. A part of these funding arrangements was the submission of a Funding Proposal to the Pensions Authority
which was designed so that the Scheme could reasonably be expected to satisfy the Statutory Funding Standard
by 31 December 2021.
These arrangements have been updated and amended in light of subsequent developments by agreement
between the Trustee and the Company, after taking account of the results of triennial actuarial valuations and
the advice of the actuary and, where necessary, after consultation with the Pensions Authority.
The most recent full actuarial valuation was as at 31 December 2018. The purpose of the actuarial valuation
process is to review the financial health of the Scheme and enable the actuary:
to estimate how much money the Scheme needs in order to pay the pension benefits which members have
already earned; and
to determine the contributions the Scheme needs to provide for benefits building up in the future.
the ongoing
The assessed value
funding basis. Additional information on the basis for and results of this valuation is included in the Report on
Actuarial Liabilities shown on pages 18 and 19. A copy of the full valuation report can be downloaded from the
Scheme website or requested from the Administrator.
Following the 31 December 2018 valuation, the Trustee and the Company, after taking the advice of the actuary,
agreed that the following contributions would be made:
Total contributions (i.e., inclusive of employee contributions) to meet the cost of future benefit accrual of
nable earnings with effect from 1 January 2019.
51.5% of empl
Annual deficit funding lump-sum con
Annual lump-

2.5 million from 2019 to 2027 inclusive.

1.5 million to meet the expenses of operating the scheme.

The above contributions were determined at that time such that, if the assumptions were borne out in practice,
the Scheme would be fully funded on the ongoing basis by 31 December 2027 and will meet the statutory
Funding Standard by 31 December 2021.
In addition to the cash funding of the Scheme the Company continues to provide additional short term security (a
ontinge
, with the value now set at 197 million (the amount of the ongoing deficit
shown by the valuation as at 31 December 2018). This contingent asset consists of a set of real assets that can
be turned into cash by the Trustee in the unlikely event that the Scheme was to wind up and the Company is
unable to meet its funding obligations.
The Funding Proposal remains in place.
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Scheme Management (continued)
Actuarial Valuation and Funding Certificate (continued)
The Scheme Actuary submitted an Actuarial Funding Certificate to the Pensions Authority, with an effective date
of 31 December 2018. It shows that the assets (inclusive of the contingent asset as this would become payable
ry Funding Standard
basis, as laid down in Section 44(1) of the Pensions Act 1990. A copy of this Certificate can be found in
appendix 3.
Legislation also requires that pension schemes hold additional assets above those required by the Funding
Standard, a
nto effect for the Scheme at the end of the existing Funding
Proposal. However, from 30 June 2012 the Scheme must report the scale of these additional reserves even
though there is no requirement to hold assets to meet the reserve. The Actuary prepared a Funding Standard
Reserve Certificate with an effective date of 31 December 2018. This states the amount of the reserve at that
Funding Standard Reserve, as laid down in Section 44(2) of the Pensions Act 1990. A copy of this Certificate
can be found in appendix 4.
The Actuary has subsequently advised that the Scheme continues to satisfy the Funding Standard and Funding
Standard Reserve as at 31 December 2020 and that the Funding Proposal was on track as at 31 December
2020, i.e., the Scheme could reasonably be expected to satisfy the Funding Standard by the end of the Funding
Proposal period, 31
The date of the next full actuarial valuation is 31 December 2021. The results of this valuation will be reported to
members in the Ann
31 December 2022.
Statement of Risks and Regulatory Risk Statement
Under the Occupational Pension Schemes (Disclosure of Information) Regulations 2006 to 2013 the Trustee is
required to describe the risks associated with the Scheme and disclose these to members. A Statement of Risks
adopted by the Trustee is included as appendix 1 in this report.
In accordance with the Occupational Pension Schemes (Disclosure of Information) Regulations 2006 to 2013,
the Trustee also makes the following risk statement:
The Scheme is funded by contributions paid by the employers and members. Actuarial advice has been
obtained when setting those contributions. However, there is no guarantee that the Scheme will have sufficient
funds to pay the benefits promised. It is therefore possible that the benefits payable under the Scheme may
have to be reduced. If the Scheme is wound up and there is a deficit, the employers may not be under an
obligation to fund the deficit or, even if the employers are under such an obligation, they may not be in a position
to fund the deficit.
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Scheme Management (continued)
Scheme Membership
The Scheme had 4,489 members as at 31 December 2020 (2019: 4,603). The composition of the Scheme
membership and movements during the year are shown below.
Employee

Deferred

Deferred

Pensioners

members

Employee

pensioners

(including

Total

spouses and

Members

dependants)
As at 31 December 2019

294

-

1,078

3,231

4,603

-

-

2

(2)

-

Retirements

(5)

-

(16)

21

-

Deaths

(1)

-

(1)

(141)

(143)

-

-

(4)

-

(4)

Leavers with deferred pension entitlements

(31)

(1)

32

-

-

Leavers who retain salary linkage for benefits

(15)

15

-

-

-

-

-

-

34

34

-

-

-

(1)

(1)

242

14

1,091

3,142

4,489

5.4%

0.3%

24.3%

70.0%

100%

Adjustments*

Leavers with refund or transfer of contribution

**
As at 31 December 2020
Percentage allocation

* Adjustments in respect of two members who were recorded as Pensioners in the 2019 Report and Accounts but are now
Deferred status as at 31 December 2020. This is due to the timing of the automated leaver process.
**
relates to a child no longer eligible to receive their pension.

Deferred Employee Members
This represents a new category of membership in respect of Employee members who have opted out of the
Scheme but remain employed. Such members no longer pay contributions or accrue further service but retain a
salary link increase to their deferred benefit accrued at date of opt out for the duration of their employment. Once
they cease employment, they will become Deferred pensioners and lose the salary linked increase.
The first Employee members to opt out occurred at the end of February 2020.
Scheme Benefits
The Scheme is a defined benefit pension scheme and is designed to provide a pension based on final
pensionable earnings at retirement (taking some account of state benefits), spo
allowances on death in service and after retirement, and a lump sum payable on death in service or within five
years of retirement. The detailed provisions are set out in the Definitive Trust Deed and Rules. A booklet
summarising the principal information about the Scheme has been distributed to all members and is available on
the Scheme website.
Scheme Changes
During the Scheme year there was a rule change to rule 23.3 and 38.3 by a Deed of Amendment. The rule
change was designed to enable the commutation of member benefits where they fall within Revenue triviality
limits. Other then the rule change there have been no other changes to the Scheme or to the Scheme
information specified in Schedule C of the Occupational Pension Schemes (Disclosure of Information)
Regulations 2006 to 2013.
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Scheme Management (continued)
Revaluation of Pension Benefits
Pension increases are not required under the rules of the Scheme but are provided at the discretion of the
Company. The Company s policy statement on pension increases, issued in 2012, is available on the Scheme
date for pension reviews is 1 January, but it did not make any increase to
website.
pensions in payment in January 2020 or January 2021.
Pensions at retirement of deferred members are adjusted during the period of deferment by the statutory
revaluation amount. The statutory revaluation rate at 1 January 2021 was -0.3%. The statutory revaluation rate
applied at 1 January 2020 was 0.9%.
Pensions in Payment in the Event of Wind Up of the Scheme
All pensions, including pension increases granted to date, would form a liability under the Scheme in the event of
wind up.
Transfer Values
Members who leave the Scheme with a deferred pension have the option of a transfer payment which may be
reduced to reflect the level of any statutory funding deficit as permitted under the Pensions Act.
Early Retirement
Under the Funding Proposal there are restrictions on early retirement. However, the Trustee has engaged with
the Pensions Authority and received approval to allow the Trustee to grant early retirement requests subject to
the Scheme continuing to meet the Funding Standard and Funding Standard Reserve requirements. Early
retirement of active members requires the consent of the Company.
Contributions to the Scheme
The Trustee is satisfied that appropriate procedures are in place to ensure that contributions are received in
accordance with the legislative requirements as set out under section 58A of the Pensions Act 1990.
Contributions have been calculated and paid in accordance with the rules of the Scheme and with the
recommendation of the actuary and were received in full within 30 days of the year end.
Employer Contributions
Diageo Ireland contribute

33.2 million (2019

35.5 million) to the Scheme during the year including the deficit
22.5 million (2019 22.5 million).

Member Contributions
Contributory Scheme members contribu

0.9 million (2019

1.1 million) to the Scheme during the year.

Additional Voluntary Contributions
1.0 million (2019 0.7 million), to secure additional pension and/or death benefits. AVCs are invested
in one or more investment funds selected by the member and managed by Irish Life Investment Managers
Limited and administered by Irish Life Assurance plc.
Further information regarding the funds, including details of the management charges and the fund performance
factsheets, are available in the Employee Guides (AVCs) section of the Scheme website.
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Scheme Management (continued)
Investments
Info
Report on pages 11 to 16.

s investment strategy, management and performance is set out in the Investment

page 17.
Internal Dispute Resolution
In compliance with Article 5 of the Pensions Ombudsman Regulations 2003, a procedure has been put in place
to facilitate the resolution of disputes relating to the Scheme. Details of this procedure have been communicated
to members and are available under General Information in each member section of the Scheme website.
Covid-19
In early 2020, a new coronavirus, COVID-19, impacted a significant number of countries globally. COVID-19 has
caused disruption to economic activity which has been reflected in fluctuations in global financial markets and, in
turn, in the valuation of Scheme assets. The Trustee has designed
strategy taking a long term view and has built in resilience to withstand short term fluctuations. Given the
inherent uncertainties, it is not practicable to provide a quantitative estimate of the impact of the virus on the
Scheme.
Further Information and Member Queries
Further information, including the Trust Deed and Rules governing the Scheme, is available on the Scheme
website.
Questions or comments about the Scheme and benefit queries should be addressed to the Administrator for
whom contact details are set out on page 3.
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Investment Report
Overview
The Trustee, with the assistance of its appointed investment adviser, Mercer (Ireland) Limited, determines the
overall investment strategy for the Scheme and sets out the broad policy to be adopted by each of the appointed
fund managers.
Investment Strategy and Recent Developments
The investment strategy of the Scheme aims to achieve the level of inv
funding plan which has been agreed by the Trustee and Company, with an acceptable level of risk. Specifically,
the investment strategy aims to deliver a return which, together with the contributions payable to the Scheme, is
expected to eliminate the deficit on the ongoing funding basis in respect of benefits accrued to date by 2027.
Risk is considered quantitatively and qualitatively by the Trustee.
The Trustee has established a de-risking programme, which seeks to reduce the level of investment risk as the
funding level of the Scheme improves, by switching out of return-seeking growth assets (such as equities, hedge
funds, property and infrastructure) into investments with a risk and return profile more closely matched with the
ass
nd cash).
The benchmark asset allocation for the Scheme at the start and end of the year under review is set out in the
following table:
Benchmark Allocation
31 December 2020
%

Benchmark Allocation
31 December 2019
%

13.5

16

7

8

Property and infrastructure

8.5

8

Growth asset allocation

29

32

Matching assets, such as bonds, loans and cash

71

68

100

100

Asset Class

Equities
Absolute Return

Total

The Trustee permits small variations between the actual asset allocation and the benchmark asset allocation arising as a
result of market movements.

On the advice of the investment adviser and after consultation with the Company, the Trustee has set out trigger
points under the de-risking programme for switches between the growth and matching assets. These trigger
points were reviewed during 2020.
Between December 2019 and December 2020, the Scheme did not hit any of the de-risking triggers.
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Investment Report (continued)
Investment Strategy and Recent Developments (continued)
However during the year, certain assets in the liability hedging programme which were previously excluded from
the benchmark have been incorporated into the matching asset allocation. In particular, the various bond
portfolios, asset swaps and liability hedging programme managed by Insight Investment, were merged into a
single liability driven investment (LDI) portfolio. This streamlining of the portfolio is expected to allow for
and has given rise to a change in the benchmark asset
allocations.
In order to manage credit risk within the matching assets, the Trustee agreed to reduce the allocation to the Oak
Hill Multi-Asset
Morgan Stanley Credit Portfolio which has a higher average credit rating. This was implemented in November
2020.
Within the growth asset allocation, some assets have continued to move from equity to infrastructure as the
infrastructure holding is gradually increased over time. In support of this infrastructure allocation, the Trustee has
agr
the asset class. These monies will be gradually invested over the
coming years in infrastructure funds and projects as selected by the investment manager Mercer Private Markets
AG.
The benchmark asset allocation excludes the AVC investments. The Trustee has set ranges around the
benchmark asset allocation representing minimum and maximum levels for the growth and matching assets. In
he range, the Trustee will rethe normal cou
balance by selective management of cash flows and by moving assets between the relevant asset classes.
benefits payable to members in future years, is significantly
influenced by the rates of interest and inflation. Accordingly, as part of the investment strategy, the Trustee has
had in place for some years a liability hedging programme, designed to mitigate the impact on the Scheme of
changes in the rates of interest and inflation. At 31 December 2020 the programme hedged approximately 56%
and 7
set mostly with reference to Eurozone rather than Irish inflation. The interest rate hedge ratio increased from
48% to 56% over the course of 2020 and is expected to be increased by a minimum of 5% each year going
forward.
The Trustee has reviewed its practices against the Investment Guidelines issued by The Pensions Authority and
the Irish Association of Pension Funds and is pleased to report that it continues to satisfy these guidelines.
The Trustee will continue to review the investment strategy in conjunc
Investment principles
In accordance with Section 59 of the Pensions Act 1990, the Trustee has prepared a Statement of Investment
Policy Principles
. The Trustee may change the SIPP from time to time after taking advice from the
investment adviser. The current SIPP is included in Appendix 2 and is also available on the Scheme website.
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Investment Report (continued)
Departures from investment principles
To the best of its knowledge, the Trustee can report that there has not been any departure from the SIPP by the
20.
Schem
Investments
3
847
The total net investments of the Scheme
million). The analysis of these investments is set out in the Statement of Net Assets on page 24 and in notes 10
to 19 to the financial statements on pages 29 to 38. After making certain simplifying allocations, principally to
reflect certain cash and derivative balances within the asset class of the portfolio within which they are managed,
sed as follows:
As at 31 December 2020

Asset class

As at 31 December 2019

%

%

Equities

245

13.4

246

15.3

Alternative assets, including Hedge funds

132

7.2

124

7.8

Property

84

4.6

86

5.4

Infrastructure

65

3.6

55

3.4

526

28.8

511

31.9

1,299

71.2

1,088

68.1

1,825

100.0

1,599

100.0

Growth-asset portfolio
Bonds, loans and cash

matching-asset portfolio

Assets subject to benchmark
Liability hedging programme*
AVCs
Total net investments

-

152

22

22

1,847

1,773

*
Investment managers
The Trustee appoints independent professional investment managers to manage all aspects of investment for a
specific portfolio in accordance with a mandate agreed in writing with the manager and approved by the Trustee.
The investment managers employed during the year are all listed on page 2.
uties include the consideration of environmental, social and governance issues in selection,
retention and realisation of investments as well as voting and corporate governance in relation to the S
assets. The Trustee has reviewed each of the invest
believes that the policies adopted by the managers are appropriate in the context of the Scheme as a whole.
The terms of remuneration for the S

in their respective management

value of the assets under management and, for six out of the nine managers listed on page 2, an incentive fee
based on performance in excess of their set benchmark.
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Investment Report (continued)
Investment Managers (continued)
The managers employed at the end of the year, a brief description of their mandates and their assets under
management are set out below. The assets under management include cash, derivative and other balances
which are classified separately in the financial statements.
Manager

Mandate

Assets under
management as at
31 December 2020

Percentage of
total net
investments

Pricing method

%
Equities
Irish Life*

Global passive/
fundamental indexation

Other

243.0

13.2

Daily

2.1

0.1

Daily

245.1

13.3

131.6

7.1

131.6

7.1

84.5

4.6

84.5

4.6

65.0

3.5

65.0

3.5

Alternative Assets
BlackRock

Fund of hedge funds

Monthly

Property
IPUT

Irish property

Quarterly

Infrastructure
Mercer Private Markets

Infrastructure

Quarterly, at a c.6month lag

Bonds, Loans and
Cash
Morgan Stanley

Credit

374.9

20.3

Daily

M&G

European loans

116.0

6.3

Monthly

Oak Hill

Multi-asset credit

81.9

4.4

Monthly

M&G

Illiquid credit

82.3

4.4

Quarterly

In-house cash
Insight

Liability hedging
arrangements (LDI)

AVCs**
Total net investments

11.6

0.6

666.7

36.0

632.7
21.6

34.3
1.2

1,847.2

100

Daily
Monthly

* Equities held via pooled investment vehicles.
** Irish Life is the main AVC provider for members of the Scheme.

14

eport
Investment Report (continued)
Marketability of Investments
were
illion
1,131 million (61
considered to be marketable on a short-term basis. These assets were invested in securities and bonds quoted
on a recognised exchange, in pooled investment vehicles where the underlying investments are also invested on
a recognised exchange or were in the form of cash. Longer periods may be needed to dispose of the indirect
investments in infrastructure, property, hedge funds and some of the financial instruments held within the liability
hedging programme.
.9 million and the M&G
The M&G
illiquid credit mandate of 2.3 million included in Bonds, Loans and Cash are considered less liquid given the
nature of the underlying investments. Depending on market conditions, these managers can require a notice
period of up to 60 calendar days for redemptions.
Diversification of Investments
The assets held by the Scheme within each asset class are well diversified, that is, there are no single
investments within each asset class that are material in the context of the Scheme as a whole (other than
investments in pooled investment vehicles where the underlying investments are well diversified).
Bonds: As at 31 December 2020, the Scheme held a portfolio of government bonds within the LDI assets valued
420 million representing 23
226
lion) government
bonds. Excluding French and German government bond holdings, the 10 largest fixed interest investments are
e held thr
a sub-fund of IPUT plc. IPUT facilitates the investment in property by pension funds, charities and other
investors with a view to achieving a diversified exposure to a wide spread of property assets in a cost-effective
billion.
Employer-related Investment
The investment managers are permitted to invest in securities issued by Diageo plc, the ultimate holding
company of Diageo Ireland, to the extent that the security falls within their investment mandate. No investment
manager may invest more than 5% of their portfolio in Diageo plc securities.
Custodian Arrangements
The custodian for the Scheme is Northern Trust Global Services Limited.
The custodian is responsible for the safekeeping of share certificates and other documentation relating to the
ownership of listed investments, settlements of trades and income collection.
.
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Investment Report (continued)
Investment Performance
The investment return achieved by the Scheme, and its constituent portfolios, is measured by the Custodian,
Northern Trust Global Services Limited.
The return for the year to 31 December 2020, excluding the liability hedging programme, was 2.5% which is
1.5% ahead of the benchmark return of 1.0%. The annualised return for the Scheme for the last three years is
2.0%, against a benchmark return of 1.8%. The annualised return for the last five years is 3.5%, against a
benchmark return of 2.7%
The table below shows the investment performance of the Scheme over the year and three years ended
31 December 2020 by asset class.
Investment Category

Year to 31 December 2020

Three years to 31 December 2020

Portfolio
Return
%
4.6

Benchmark
Return
%
4.6

Portfolio
Return
%
5.7

Benchmark
Return
%
5.8

Hedge Funds

6.7

-0.4

1.8

-0.4

Infrastructure

1.9

-0.3

5.8

-0.3

Property

3.2

-0.9

3.9

4.6

Credit

0.6

-0.4

0.6

-0.4

European loans

1.4

3.6

1.7

3.6

Multi-asset credit

1.9

2.8

1.8

2.4

Total Return

2.5

1.0

2.0

1.8

Equities

above as its prime purpose is to act as a hedge against movements in interest and inflation and not as a returnseeking asset.
The total annualised returns achieved by the Scheme, including the liability hedging programme, were 6.8%,
4.2% and 5.7% respectively for the last year, three years and five years.
Responsible Ownership
The Trustee believes that companies are most likely to establish a platform for longer term corporate success by
following strategies which are socially responsible. It has therefore asked the investment managers to take
environmental, social and governance (ESG) considerations into account when assessing the financial potential
and suitability of investments for the Scheme.
Investment risk disclosures
Investment risks are disclosed in note 19 to the financial statements on pages 35 to 38.
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The financial statements are the responsibility of the Trustee. Irish pension legislation requires the Trustee to
make available for each Scheme year the annual report of the Scheme, including audited financial statements
and the report of the auditor. The financial statements are required to show a true and fair view, in accordance
with Financial Reporting Standard 102 - the Financial Reporting Standard applicable in the UK and the Republic
of Ireland, of the financial transactions for the Scheme year and the amount and disposition of the assets and
liabilities (other than liabilities to pay benefits in the future) at the end of the Scheme year and include a
statement as to whether the financial statements have been prepared in accordance with Statement of
Recommended Practice - Financial Reports of Pension Schemes (Revised 2018), ("the SORP"), subject to any
material departures disclosed and explained in the financial statements.
Accordingly, the Trustee must supervise the preparation of the Scheme financial statements and ensure that:
suitable accounting policies are selected and then applied consistently;
reasonable and prudent judgements and estimates are made;
the financial statements are prepared on a going concern basis unless it is inappropriate to presume that
the Scheme will not be wound up; and
the SORP is followed, or particulars of any material departures are disclosed and explained.
The Trustee is required by law to have appropriate procedures in place throughout the year under review, to
ensure that:
contributions payable during the Scheme year are received by the Trustee in accordance with the timetable
set out in section 58A of the Pensions Act 1990 where applicable to the contributions and otherwise within
30 days of the end of the Scheme year; and
contributions payable is paid in accordance with the rules of the Scheme and the recommendation of the
Scheme Actuary.
The Trustee is responsible for making available certain other information about the Scheme in the form of an
annual report. The Trustee is also responsible for ensuring that proper membership and financial records are
kept on a timely basis sufficient to enable an Annual Report to be prepared for the Scheme containing the
information specified in Regulation 7 of the Occupational Pension Schemes (Disclosure of Information)
Regulations 2006 (as amended), including financial statements which show a true and fair view of the financial
transactions of the Scheme in the year under review and of the assets and liabilities at the year end, other than
liabilities for pensions and other benefits payable after the year end. The Trustee is also responsible for
safeguarding the assets of the Scheme and hence for taking reasonable steps for the prevention and detection
of fraud and other irregularities, including the maintenance of an appropriate system of internal controls.

17

Report on Actuarial Liabilities
Under section 42 of the Pensions Act 1990, an Actuarial Funding Certificate and a Funding Standard Reserve
Certificate must be submitted to the Pensions Authority for every scheme. The latest Actuarial Funding
Certificate and Funding Standard Reserve Certificate were prepared with an effective date of 31 December 2018
and the Certificates are included in the Appendices of this Report. The assets, Funding Standard Liabilities and
Funding Standard Reserve at that date were:
Valuation date 31 December 2018
Funding Standard value of liabilities

1,592.4

Value of assets available to meet liabilities

1,836.1

Excess of assets over the Funding Standard value of the liabilities
Funding Standard Reserve
Excess of assets after taking account of the Funding Standard Reserve

243.7
88.7
155.0

Under section 56 of the Pensions Act 1990, every scheme must have the assets and liabilities valued by the
Scheme Actuary. This valuation will assess whether there are sufficient and appropriate assets to cover the
liabilities on an ongoing basis, which represent the present value of benefits to which members are entitled
based on pensionable service to the valuation date. This is assessed at least every three years and a
comprehensive report is produced by the Scheme Actuary. The most recent triennial actuarial valuation of the
scheme was carried out as at 31 December 2018. As at that date, the assets and liabilities of the scheme were:
Valuation date 31 December 2018
Ongoing Value of liabilities

1,830.5

Value of assets available to meet liabilities

1,634.0

Ongoing Funding Deficit

(196.5)

Assets as a percentage of liabilities

89.3%

The value of liabilities is based on pensionable service to the valuation date and assumptions about various
factors that will influence the scheme in the future, such as the levels of investment returns and salary increases,
when members will retire and how long members will live. The method and significant actuarial assumptions
used in the calculations are as follows:
Method
The actuarial method used in the valuation of the liabilities is the Projected Unit Method.
Significant actuarial assumptions
Discount rate: Accrued liabilities were valued using the 31 December 2018 nominal Eurozone swap curve plus
an additional return of 1.25% in 2019, reducing uniformly to an additional return of 0.85% from 31 December
-risking journey plan and expected
returns on growth and matching assets.
Inflation: A term dependent inflation assumption was set equal to the difference between the nominal and real
Eurozone swap curves as at 31 December 2018.
Salary increases: general salary increases of 1.0% per annum above inflation plus promotional salary scale.
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Report on Actuarial Liabilities (continued)
Pension Increases: determin
icy for discretionary pension increases,
using the inflation expectations with a reduction to reflect the impact of the 3% annual cap.
vements from 2000.

Mortality: 1
Contribution structure

Following the 31 December 2018 valuation, the Trustee and the Company, after taking the advice of the actuary,
agreed that the following contributions would be made:
Total contributions (i.e., inclusive of employee contributions) to meet the cost of future benefit accrual of

Annual deficit funding lumpAnnual lump-sum contribution

19 to 2027 inclusive.
million to meet the expenses of operating the Scheme.

Next actuarial valuation
The next triennial valuation will be carried out as at 31 December 2021 and the report will be available on or
before 30 September 2022.

s Report by the Trustee
T
by:

on pages 11 to 16 and the Statement of
sponsibilities on pages 17, was approved by the Trustee on 19 May 2021 and signed on its behalf

Trustee Director

Date

Trustee Director

Date
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE GUINNESS IRELAND GROUP
PENSION SCHEME
Opinion
We have audited the financial statements of the Guinness Ireland Group Pension Scheme (the Scheme)
for the year ended 31 December 2020, which comprise the Fund Account, the Statement of Net Assets,
and notes to the financial statements, including the summary of significant accounting policies set out in
Note 3. The financial reporting framework that has been applied in their preparation is Irish Law and FRS
102 The Financial Reporting Standard applicable in the UK and Republic of Ireland issued in the United
Kingdom by the Financial Reporting Council.
In our opinion the financial statements:


give a true and fair view of the financial transactions of the Scheme during the year ended 31
December 2020 and of the amount and disposition of the assets and liabilities (other than liabilities
to pay pensions and other benefits in the future) at that date; and



have been properly prepared in accordance with FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs (Ireland))
and applicable law. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the
Scheme in accordance with ethical requirements that are relevant to our audit of financial statements in
Ireland, including the Ethical Standard issued by the Irish Auditing and Accounting Supervisory Authority
(IAASA), and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.
Conclusions relating to going concern
In auditing the financial statements, we have concluded that the trustee’s use of the going concern basis
of accounting in the preparation of the financial statements is appropriate.
Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the Scheme’s ability to continue
as a going concern for a period of at least twelve months from the date when the financial statements are
authorised for issue.
Our responsibilities and the responsibilities of the trustee with respect to going concern are described in
the relevant sections of this report. However, because not all future events or conditions can be predicted,
this statement is not a guarantee as to the Scheme’s ability to continue as a going concern

INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE GUINNESS IRELAND GROUP
PENSION SCHEME (Continued)
Other information
The trustee is responsible for the other information. The other information comprises the information
included in the annual report other than the financial statements and our auditor’s report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Opinions on other matters prescribed by the Occupational Pension Schemes (Disclosure of
Information) Regulations 2006
Based solely on the work undertaken in the course of the audit, we report that:


in our opinion the financial statements include the information specified in Schedule A to the
Occupational Pension Schemes (Disclosure of Information) Regulations 2006 which is applicable
and material to the Scheme;



the contributions payable to the Scheme during the year ended 31 December 2020 have been
received by the trustee within thirty days of the end of the Scheme year; and



the contributions have been paid in accordance with the rules of the Scheme and the
recommendation of the actuary.

Respective responsibilities
Responsibilities of the trustee for the financial statements
As explained more fully in the trustee’s responsibilities statement set on page 17, the trustee is responsible
for the preparation of the financial statements statements in accordance with the applicable financial
reporting framework that give a true and fair view, for such internal control as they determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and for ensuring that contributions are made to the plan in accordance with the Scheme’s
rules and the recommendation of the actuary.
In preparing the financial statements, the trustee is responsible for assessing the Scheme’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the trustee either intend to wind up the Scheme or to cease
operations, or have no realistic alternative but to do so.

INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE GUINNESS IRELAND GROUP
PENSION SCHEME (Continued)
Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (Ireland) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
A further description of our responsibilities for the audit of the financial statements is located on the
IAASA's website at: http://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8fa98202dc9c3a/Description_of_auditors_responsibilities_for_audit.pdf
This description forms part of our auditor's report.

The purpose of our audit work and to whom we owe our responsibilities
This report is made solely to the Scheme’s trustee, as a body, in accordance with section 56 of the Pension
Act, 1990. Our audit work has been undertaken so that we might state to the Scheme’s trustee those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the trustee for
our audit work, for this report, or for the opinions we have formed.

Ernst & Young
Chartered Accountants & Statutory Audit Firm
Cork

2 June 2021

Fund Account
For year ended 31 December 2020
Note

Total
2020

Total
2019

Employer contributions

33.2

35.5

Employee contributions

1.9

1.8

Contributions and benefits

Total contributions

4

35.1

37.3

Other Income

5

0.1

-

35.2

37.3

Benefits paid or payable

6

(77.7)

(78.1)

Payment to and on account of leavers

7

(1.0)

(0.6)

Administrative expenses

8

(0.7)

0.7

(79.4)

(78.0)

(44.2)

(40.7)

9

24.0

24.0

Change in market value of investments

10

98.1

141.4

Investment management expenses

13

(5.9)

(5.4)

116.2

160.0

72.0

119.3

Net assets of the Scheme at start of year

1,772.6

1,653.3

Net assets of the Scheme at end of year

1,844.6

1,772.6

Net withdrawals from dealings with Members

Returns on investments
Investment income

Net returns on investments

Net increase in the fund during the year

The accompanying notes on pages 25 to 39 are an integral part of these financial statements.
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Statement of Net Assets available for Benefits
As at 31 December 2020
Note

Total
2020

Total
2019

Investment assets:
Equities

10

0.3

0.5

Pooled investment vehicles

14

799.2

828.8

Derivatives

15

750.0

528.7

Other equity (property) - IPUT

11

83.7

86.3

Fixed interest investments

10

785.9

745.1

Cash and cash equivalents

10

14.6

7.6

Other investment assets

16

10.6

7.8

AVC investments

17

21.6

21.5

2,465.9

2,226.3

(618.7)

(453.5)

1,847.2

1,772.8

Investment liabilities:
Derivatives

15

Total net investments
Current Assets

20

-

2.2

Current liabilities

21

(2.6)

(2.4)

1,844.6

1,772.6

Net assets of the Scheme at end of year

The financial statements summarise the transactions of the Scheme and deal with the net assets at the disposal
of the Trustee. They do not take account of obligations to pay pensions and benefits which fall due after the end
of the Scheme year. The actuarial position of the Scheme, which takes into account such obligations, is dealt
with in the Report on Scheme Liabilities on page 18 and 19 of the Annual Report and these financial statements
should be read in conjunction with this report as well as the Actuarial Statement, Actuarial Funding Certificate
and Funding Standard Reserve Certificate which are held in the appendices.
The notes on pages 25 to 39 form an integral part of these financial statements.

These financial statements were approved by the Trustee on 19 May 2021 and signed on its behalf by:

Trustee Director

Date

Trustee Director

Date
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Notes to the Financial Statements
Basis of preparation
The financial statements have been prepared in accordance with the Occupational Pensions Schemes
(Disclosure of Information) Regulations 2006 to 2013, Financial Reporting Standard (102)
The
Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland issued by the
l
Fina
Revised 2018
Reports
Accountants Group and with applicable accounting standards generally accepted in Ireland. Accounting
standards generally accepted in Ireland in preparing accounts showing a true and fair view are those
issued by the Financial Reporting Council.
Identification of the financial statements
The Scheme is established as a trust under Irish law. The address for enquiries to the Scheme is set
out on page 3.
Accounting policies
The principal accounting policies of the Scheme are as follows:
Contributions
Normal contributions are accounted for on an accruals basis.
In addition to their normal contributions, members may make additional voluntary contributions
on a money purchase basis and these are accounted for when
received.
Employer deficit and additional funding contributions are accounted for as they fall due under the
Funding Proposal or any agreement between the Trustee and the Company.
Individual Transfers and re-instatements
Individual transfers in or out and re-instatements are accounted for when received or paid which is
normally when the member liability is accepted/discharged.
Benefits
Benefits are accounted for in the period in which the member notifies the Trustee of their decision on the
type or amount of benefit to be taken or, if there is no member choice, on the date of retirement, death or
leaving.
Administrative Expenses and Investment Management Expenses
Administration expenses and investment management expenses, which are borne by the Scheme, are
accounted for on an accruals basis.
Investment income
Dividends are accounted for on an ex-dividend basis.
investments is accounted for on an accruals basis.

Interest on deposits and fixed interest

Investment income arising from the underlying investments of the Pooled Investment Vehicles is
reinvested within the Pooled Investment Vehicles and reflected in the unit price. It is reported within
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3.

Accounting policies (continued)
Income from bonds is accounted for on an accruals basis and includes interest bought and sold on
investment purchases and sales.
Income from cash and short-term deposits is accounted for on an accruals basis.
Investments
Investments are included at fair value as described below:
Quoted securities in active markets are usually valued at the current bid prices at the reporting date.
Unquoted securities are included at fair value estimated by the Trustees using appropriate valuation
techniques. Private equity investments are valued in accordance with the valuation guidelines of the
International Private Equity and Venture Capital Valuation Guidelines.
Unitised pooled investment vehicles have been valued at the latest available bid price or single
price provided by the pooled investment manager. Shares in other pooled arrangements have been
valued at the latest available net asset value (NAV), determined in accordance with fair value
principles, provided by the pooled investment manager.
Derivatives
Derivative contracts are included in the net assets statement at fair value, as follows:
Exchange traded derivatives are stated at market values determined using market quoted prices.
Over the Counter OT
market data at the year-end date.

ricing models and relevant

Open futures contracts are recognised in the net assets statement at their fair value, which is the
unrealised profit or loss at the current bid or offer market quoted price of the contract, as determined by
the closing exchange price as at the year-end date.
Forward foreign exchange contracts are valued by determining the gain or loss that would arise from
closing out the contract at the year-end date by entering into an equal and opposite contract at that date.
Interest rate and inflation swaps are valued at fair value, using a pricing model which calculates the
current value of future expected net cash flows arising from the swap, for which the time value of money
is taken into account. Interest is accrued monthly under the terms relating to individual contracts.
All gains and losses arising on derivative contracts are reported within

e in Market V

AVC Investments
AVC investments are included at the value given by the AVC provider.
Foreign Currencies
Transactions in foreign currencies are translated into Euro at the rate of exchange ruling at the date of
the transaction. Assets and liabilities denominated in foreign currencies are translated to Euro at the
rate of exchange ruling at the year end. The resulting exchange differences arising in the period are
reporte
Presentation currency
The Scheme

functional and presentation currency is euros.
26

Notes to the Financial Statements
4.

Contributions
2020
m

2019

Employer contributions
Normal
Deficit funding
Expense contribution
Additional funding

9.2

11.2

22.5

22.5

1.5

1.5

-

0.3

33.2

35.5

Employee contributions
Normal
Additional voluntary contributions

0.9

1.1

1.0

0.7

1.9

1.8

35.1

37.3

Deficit funding contributions are paid by the Employer into the scheme at an annual rate of 22.5 million
for the period of nine years from 2019 to 2027 inclusive in accordance with the recovery plan as agreed
between the Trustee and the Employer in addressing the deficit in
With
effect from 1 January 2019 an annual payment of
ng paid by the Employer to cover the
operating expenses of the scheme.
5.

Other Income
2020

2019
m

0.1

-

2020

2019

75.4

76.6

Lump sums on retirement

1.7

0.9

Lump sums on death

0.6

0.6

77.7

78.1

2020

2019

1.0

0.6

Death In Service Insurance

6.

Benefits paid or payable

Pensions

7.

Payments to and on account of leavers

Individual transfers out to other schemes

27

Notes to the Financial Statements
8.

Administrative expenses

Scheme administration
Adviser fees
Recovery of VAT

2020

2019

0.3
0.4

0.4
0.4

-

(1.5)

0.7

(0.7)

The Scheme bears all costs of administration.
39,000).

40,000 (2019:

In 2019, VAT of 1.5 million, which had been paid in respect of administration fees during the period
September 2017 to August 2019 and previously considered irrecoverable, was reclaimed. From
September 2019 onwards, the VAT recoverable rate has been amended to 100%.
9.

Investment income
2020

2019

Other equity (property) - IPUT

3.2

3.5

Pooled investment vehicles income

8.5

6.8

11.7

10.3

Republic of Ireland

Overseas
Pooled investment vehicles income

2.9

1.7

Bonds

11.0

13.0

Derivatives

(1.6)

Stock lending income

(1.1)

12.3

13.6

-

0.1

24.0

24.0
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10.

Reconciliation of investments held at the beginning and end of the year
The movements in investments during the year were:

Equities
Other equity (property) - IPUT
Fixed interest
Pooled investment vehicles
Derivatives
- Swaps
- Futures
- Forward foreign exchange contracts
AVC investments

Value at
1 January
2020

Purchases
at cost &
derivative
payments

0.5
86.3
745.1
828.8

141.5
296.0

74.6
0.6
21.5
1,757.4

73.4
1.1
0.6
0.8
513.4

Sales
proceeds &
derivative
receipts

Change in
market
value

Value at
31 December
2020

(0.1)
(125.1)
(348.3)

(0.1)
(2.6)
24.4
22.7

0.3
83.7
785.9
799.2

(71.6)
(0.8)
(0.9)
(546.8)

54.7
(1.5)
0.2
0.2
98.0

131.1
0.2
21.6
1822.0

Cash and cash equivalents

7.6

0.1

14.6

Other investment assets and
liabilities

7.8

-

10.6

1,772.8

98.1

1847.2

Included within the above purchases and sales figures are transaction costs borne by the Scheme in
relation to transactions in pooled investment vehicles. Such costs are taken into account in calculating
the bid/offer spread of these investments and are not separately identifiable.
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10.

Reconciliation of investments held at the beginning and end of the year
The geographical distribution of equity and bond investments at the year end was as follows:
2020

2019

0.3

0.5

0.3

0.5

2.5

3.1

779.4

734.6

4.0

7.4

785.9

745.1

Equities
Eurozone

Fixed interest
Ireland
Eurozone
World ex Eurozone

ish based venture
investment funds at 31 December 2020

0.3 million (2019

0.5million).

Concentration of investments
The individual investments held by the Scheme which
are shown below. The securities underlying the investments in funds or portfolios are well diversified.
Fund Name

M&G European Loan Fund
Interest Rate Swap 2064 (an element of the liability hedging
Insight
arrangements)
Blackrock Appreciation Strategy Fund
Irish Life - Indexed Global Equity Fund (Hedged) (an element of the equities
portfolio)
French Government Bond 2040 (an element of the asset swap and Eurozone
government bond portfolios)

Value at
31 December
2020

%
of
net assets

116.0
147.9

6.3%
8.0%

131.6
99.5

7.1%
5.4%

94.8

5.1%

Securities lending
The Scheme lends certain fixed interest and equity securities under a Trustee approved stock lending
programme managed by the custodian, Northern Trust. At the year31.3 million (2019: 53.2
million) of bond investments were on loan. Collateral in the form of bond and equity securities was held
with a value of 103.6% (2019: 103.8%) of stock lent.
Investment in parent undertaking of member companies
At 31 December 2020 the Scheme held no (2019: none) Diageo plc shares directly.
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11.

Other equity (property) - IPUT
an investment in the IPUT Property Fund, a sub-fund
of IPUT plc.

12.

Capital commitments
As a consequence of the contracts entered into with the relevant investment managers, the Scheme is
committed as at 31 December 2020 to complying with funding requests, known as drawdowns, up to an
agreed maximum funding limit.

13.

Maximum
Commitment

Drawn down
to date

Available
for future
draw-down

Mercer Private Markets infrastructure funds IV

80.0

53.4

26.6

Mercer Private Markets infrastructure funds V

50.0

11.1

38.9

Investment management expenses
The investment managers are remunerated on a fee basis calculated as a percentage of the assets
under management and these fees are borne by the Scheme. Six out of nine managers employed at
the year end also have performance related fee arrangements in place.

Administration, management and custody fees
Recovery of VAT
Performance management fees

2020

2019

4.9

5.2

-

(0.4)

1.0

0.6

5.9

5.4

In 2019 VAT of 0.4 million paid in respect investment administration, management and custody fees
during the period September 2017 to August 2019, which was previously considered irrecoverable, has
been reclaimed in 2019. From September 2019 onwards, the VAT recoverable rate has been amended
to 100%.
14.

Pooled investment vehicles
in pooled investment vehicles at the year end comprised:
2020

2019

520.9

556.5

32.1

32.0

131.6

123.3

Venture capital

64.7

54.5

Cash funds (short term investments)

49.9

62.5

799.2

828.8

Equity unit trusts*
Bonds
Hedge funds

* The underlying assets of equity unit trusts are equity, loans and credit portfolios.
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15.

Derivatives
The Trustee has authorised the use of derivatives by the investment managers as part of the investment
strategy for the Scheme. At the year-end derivative assets and liabilities comprised:

Swaps
Futures
Forward FX contracts

2020
Assets

2020
Liabilities

2019
Assets

2019
Liabilities

749.8

(618.6)

527.7

(453.1)

0.2

(0.1)

0.9

(0.3)

-

-

0.1

(0.1)

750.0

(618.7)

528.7

(453.5)

tive contracts at the year-end aggregated by key
characteristics is set out below:
(i)

Swaps
The Scheme had derivative contracts outstanding at the year-end relating to its fixed interest
portfolio. These contracts are traded over the counter. A summary of the contracts is:
Nature

Asset swap
Inflation swaps
Interest rate swaps

(ii)

Notional
amounts

Duration

Asset
value

Liability
Value

214.8

14 to 22 years

6.9

(52.8)

1,330.2
1,052.1

1 to 50 years
1 to 50 years

47.7
695.2

(408.3)
(157.5)

Total 2020

2,597.1

749.8

(618.6)

Total 2019

2,368.4

527.7

(453.1)

Futures
The Scheme had exchange traded futures outstanding at the year-end relating to its fixed interest
portfolio as follows:
Nature

Nominal
amount

Fixed interest overseas

(181.8)

Total 2020
Total 2019

(181.8)
(194.3)

Duration

0 to 3 months

Asset
value

Liability
Value

0.2

(0.1)

0.2
0.9

(0.1)
(0.3)
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15.

Derivatives (continued)
(iii)

Forward Foreign Exchange (FX)
he year end is as follows:
Contract

Forward OTC 3 months
Forward OTC 3 months
Forward OTC 3 months
Total 2020

Currency
bought
EUR
EUR
EUR

1.4
0.7

Currency
sold

Aggregate
asset

(1.4)

-

Aggregate
liability
m
-

0.1

(0.1)

2020

2019

0.1

0.2

10.5

6.7

-

0.9

10.6

7.8

GBP
OTH
USD

(0.7)

Total 2019

16.

Other Investment assets and liabilities
At the year end, other assets and liabilities comprised of the following:

Other investment assets
Accrued tax receivable
Accrued bond interest
Accrued property income

17.

AVC investments
The Trustee holds assets invested with Irish Life in the form of individual unitised investments securing
additional benefits on a money purchase basis for those members electing to pay Additional Voluntary
Contributions. Members participating in this arrangement each receive an annual statement showing the
value of their individual holdings.
The aggregate amounts of AVC investments are as follows:

Irish Life

2020

2019

21.6

21.5
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18.

Fair value determination
The fair value of financial instruments has been determined using the following fair value hierarchy:
Level 1

The unadjusted quoted price in an active market for identical assets or liabilities that the
entity can access at the measurement date.

Level 2

Inputs other than quoted prices included within Level 1 that are observable (i.e. developed
using market data) for the asset or liability, either directly or indirectly.

Level 3

Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

Pricing frequency
Irish Life, Insight and Morgan Stanley holdings are priced & traded on a daily basis. Blackrock, Oakhill
and M&G European Loan holdings are priced on a monthly basis and do not provide immediate liquidity.
M&G Illiquid Credit, Property and Infrastructure holdings are priced on a quarterly basis, with no
guaranteed liquidity as these are private market investments.
Taking these pricing and liquidity factors into account, the Insight G7 Nominal and Inflation-Linked bonds
are disclosed as Level 1, non-G7 Nominal and Inflation-Linked bonds, other Insight Liability Driven
Investments (LDI) assets, Morgan Stanley Corporate Bonds, Irish Life Equity, Oakhill Multi-Asset Credit
and M&G European Loans holdings are disclosed as level 2 while M&G Illiquid Credit, Blackrock, IPUT
and Infrastructure holdings are disclosed as level 3.
e been fair valued using the above hierarchy levels
as follows:
As at 31 December 2020

Pooled investment vehicles

Level 1

Level 2

Level 3

Total

-

521

362

883

309

477

-

786

-

131
22

-

131
22

15

-

-

15

-

-

10

10

324

1,151

372

1,847

Level 1

Level 2

Level 3

Total

-

569

347

916

307
1

438
75

-

745
76

AVC investments

-

21

-

21

Cash and cash equivalents

7

-

-

7

Other investment assets and liabilities

-

-

8

8

315

1,103

355

1,773

Fixed interest
Derivatives
AVC investments
Cash and cash equivalents
Other investment assets and liabilities

As at 31 December 2019

Pooled investment vehicles
Fixed interest
Derivatives
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19.

Investment risk disclosures
The Trustee has set a strategic asset allocation benchmark for the Scheme. It assesses risk by
ocation and investment returns relative to that benchmark and relative to
the liabilities of the Scheme.
The Trustee provides benchmark asset allocations and tracking error requirements to the managers
which are consistent with the overall investment strategy.
In appointing several investment managers, the Trustee has considered the risk of underperformance of
any single investment manager.
The Trustee has implemented a liability hedging strategy against movements in interest and inflation
rates through derivative instruments to further mitigate risk.
Credit risk
This is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.
The Scheme is subject to credit risk as it invests in bonds, OTC derivatives, has cash balances and
undertakes stock lending activities. The Scheme also invests in pooled investment vehicles and is
therefore directly exposed to credit risk in relation to the instruments it holds in these vehicles. The
Scheme is indirectly exposed to credit risks arising on the financial instruments held by the pooled
investment vehicles.
Investment
grade

Non-investment
grade

Unrated

Total

As at 31 December 2020

1035

215

38

1,288

As at 31 December 2019

920

265

47

1,232

Fixed Income Instruments*

* This analysis includes bonds, OTC derivatives, cash and pooled investment vehicles which predominantly contain
such instruments. While PIVs are unrated, the breakdown above shows the credit rating split of the assets
underlying the PIV. It has been assumed that all swap market values are investment grade since they are
transacted with investment grade banks and are collateralized with high quality investment grade securities
(typically cash or French / German sovereign bonds). All cash is assumed to be investment grade.

Credit risk arising on bonds is mitigated by investing in government bonds or corporate bonds which are
rated at least investment grade. The Scheme also invests in high yield and emerging market bonds
which are non-investment grade. The Trustee manages the associated credit risk by requesting the
investment manager to diversify the portfolio to minimise the impact of default by any one issuer. Credit
risk arising on other investments is mitigated by investment mandates requiring counterparties to have at
least investment grade credit quality.
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Investment risk disclosures (continued)
Credit risk (continued)
Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the
counter (OTC). OTC derivative contracts are not guaranteed by any regulated exchange and therefore
the Scheme is subject to risk of failure of the counterparty. The credit risk for OTC swaps is reduced by
collateral arrangements (see note 15). Credit risk also arises on forward foreign currency contracts.
There are no collateral arrangements for these contracts but all counterparties are required to be at least
investment grade.
investment vehicles is mitigated by the underlying assets of the pooled arrangements being ring-fenced
from the pooled manager, the regulatory environments in which the pooled managers operate and
diversification of investments amongst a number of pooled arrangements. The Trustee carries out due
diligence checks on the appointment of new pooled investment managers and on an ongoing basis
monitors any changes to the regulatory and operating environment of the pooled manager.
Cash is held within financial institutions which are at least investment grade credit rated.
stments at 31 December 2020 comprised:

Bonds
OTC Derivatives
Cash
Pooled investment vehicles
Total

Investment
Grade

Non-investment
Grade

Unrated

Total

773
131
4
908

16
16

3
-

792
131
4
883
1,810

883
886

All cash is assumed to be investment grade. Trustee bank balance and AVCs not included.

The legal arrangements though which pooled investment vehicles are held is:
2020

Unit-linked Insurance Contract

241

Limited Partnership

146

Irish Collective Asset-management Vehicle

330

Open-Ended Investment Company

164
2

Custodian Pooled Cash

883

Currency risk
This is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in foreign exchange rates.
The Scheme is subject to currency risk because so
overseas markets, either as segregated investments or via pooled investment vehicles. The Trustee
limits overseas currency exposure through a currency hedging policy.
re by major currency at the year-end was as follows:
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Investment risk disclosures (continued)
2020
€m

2019
€m

US Dollar

0.4

0.6

Other

0.7

1.2

1.1

1.8

Currency

While currency exposures may also arise due to indirect exposures through the pooled investment
vehicles, these are not expected to be significant as the majority of the pooled fund exposures are
hedged to Euro.
Interest rate and inflation risk
This is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in market interest rates and inflation.
The Scheme is subject to interest rate and inflation risk on the LDI investments comprising bonds,
interest rate / inflation swaps and cash. In addition to the interest rate risk on the LDI investments, there
will be some interest rate and inflation risk associated with the credit, loan and cash investments.
However, these portfolios tend to have limited interest rate sensitivity.
At the year end the LDI portfolio comprised:
2020
€m

2019
€m

406

408

1,661

1,995

2,067

2,403

Direct
Fixed interest
Swaps*

* As the overall interest rate and inflation risk exposure depends on the swap nominal value, this amount
includes the swap nominal values as opposed to only the swap market values.
It should be noted that the interest rate and inflation risk exposure in the LDI portfolio is used to partially
offset the interest rate and inflation risk exposure of the Scheme liabilities. As such, the LDI portfolio
reduces the overall interest rate and inflation risk exposure of the Scheme.
Other price risk
This is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those
changes are caused by factors specific to the individual financial instrument or its issuer, or factors
affecting all similar financial instruments traded in the market. This risk is associated with equity and
property market movements which can have an impact on all securities within that market.
Other price risk arises principally in relation to the Scheme’s return seeking portfolio which includes
directly held equities, equities held in pooled vehicles, equity futures, hedge funds, infrastructure, private
equity and investment properties. The Scheme manages this exposure to other price risk by constructing
a diverse portfolio of investments across various markets.
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Investment risk disclosures (continued)
Other price risk (continued)
ubject to other price risk was:

At t

2020

2019

Equity Pooled Investment Vehicles

242

242

Hedge Funds/Diversified Growth Fund

132

123

Investment properties

88

85

Infrastructure

65

60

527

510

Indirect

The Trustee has also identified a number of other risks that will impact on the funding level and
contribute to funding risk. These include:
Cash flow risk
the Trustee will manage this risk by taking into account the timing of future
payments in order to minimise the probability that there is a shortfall in liquid assets relative to the
-term liabilities;
Risk of lack of diversification the Trustee will manage this risk by determining an investment
policy with a view to spreading the risks of investing in any one investment market, currency or
asset;
Covenant risk the Trustee will manage this risk by considering the strength of the sponsoring
employer when setting investment strategy, and by consulting with the employer as to the suitability
of the proposed strategy;
Operational risk the Trustee will manage this risk by ensuring that all advisors and third party
service providers are suitably qualified and experienced and that suitable liability and compensation
clauses are included in all contracts for professional services received.
20.

Current Assets

VAT recoverable

2020

2019

-

2.2

including amounts relating to previous periods (see Administrative expenses in note
8 and Investment management expenses in note 13), was recovered in February 2020.
21.

Current liabilities
2020

2019

Accrued expenses

0.6

0.7

Accrued benefits

2.0
2.6

1.7
2.4
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22.

Taxation
The Fund is exempt from income and capital gains taxation in Ireland, however, in some jurisdictions,
investment income and capital gains are subject to irrecoverable withholding tax deducted at the source
of the income.

23.

Related party transactions
During the year, three Trustee Directors were contributing members of the Scheme and their
contributions are paid in accordance with the Scheme rules. Three Trustee Directors were in receipt of
pensions in the year and their pensions are paid in accordance with the Scheme rules.
Mr Gowing was a Director of Diageo Ireland (the Employer Company) and R&A Bailey & Co (a
Company party to the Deed of Adherence dated 30 August 2013) until his resignation on 11 January
2021.
Fees and honoraria paid to Trustee Director
40,000 (2019 - 36,000). The aggregate of
such fees and honoraria is included as part of administrative expenses in note 8.
Prior to the appointment of Capita Employee Solutions as of 10 September 2018, the services of the
Registered Administrator were provided by a subsidiary of Diageo plc. Certain continuing services are
provided to the Trustee by the Diageo Pensions team and recharged to the Scheme. The costs of
services provided by Diageo are included in the total administration costs shown in note 8.

24.

Contingent liabilities
As stated on page 24 of these financial statements, liabilities to pay pensions and other benefits in the
future have not been taken into account. On that basis, in the opinion of the Trustee, the Scheme had no
contingent liabilities at the year end.

25.

Covid-19
In early 2020, a new coronavirus, COVID-19, impacted a significant number of countries globally.
COVID-19 has caused disruption to economic activity which has been reflected in fluctuations in global
financial markets and, in turn, in the valuation of scheme assets. The Trustee has designed and
implemente
o
withstand short term fluctuations. Given the inherent uncertainties, it is not practicable to provide a
quantitative estimate of the impact of the virus on the Scheme.

26.

Subsequent events
Following the year end on the 11th January 2021, K Gowing resigned
K Gowing remains a Trustee Director of the Guinness Ireland Group Pension
th

Scheme from the 11 January 2021.
27.

Approval of financial statements
The financial statements were approved by the Trustee on 19 May 2021.
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Statement of Risks
Statement of Risks
Guinness Ireland Group Pension Scheme

Statement of Risks
Under law, the Trustee is required to describe the condition of the Guinness Ireland Group Pension Scheme (the
Scheme) and the risks associated with the Scheme and disclose these to members.
me, the main risk is that there will be insufficient assets (for whatever reason) to meet
future liabilities and the employer will be unable or unwilling to make the necessary contributions to meet this
shortfall. If this occurs, this may lead to members not receiving their anticipated benefit entitlements.
The Trustee has identified a number of risks associated with the Scheme and has taken steps to mitigate these.
The main risks and the mitigation actions being taken can be summarised as follows:
Identified Risks

Mitigation actions

The assets may not achieve the
expected return, or even fall in
value, depending on the
performance
of
underlying
markets and the securities
chosen.

The Scheme holds a diversified range of assets and there is regular
monitoring of how these investments are performing.
Professional investment managers have been appointed to manage the
nd the Trustee has an investment advisor to advise
on the composition of the assets.
See Statement of Investment Policy Principles in appendix 2.

The liabilities may grow faster
than
expected
due
to
unfavourable movements in
interest rates and/or mortality
and/or other elements of the
experience varying
from the assumptions made.
In such circumstances, there
may be insufficient funds
available to pay benefits,
leading to a requirement to
change the benefit structure or
to seek higher contributions

An actuarial valuation of the Scheme is carried out at least every three years
to assess the financial condition of the Scheme and determine the rate of
contributions likely to be required to meet the future liabilities of the Scheme.
In addition to the main valuation set out above, the actuary prepares a
second valuation in accordance with a standard (the Funding Standard)
which is prescribed by the government as a measure of the value of benefits
under the Scheme if benefits were secured by buying annuities from an
insurance company for pensions in payment and by paying transfer valu
calculated on the prescribed minimum statutory basis to an alternative
scheme for the benefits accrued by employee and deferred members. This is
one measure of the liabilities of the Scheme which might apply in the unlikely
event that the Scheme were to cease operation and wind up.
The Funding Standard Reserve is an additional funding requirement which
requires pension schemes to hold additional assets above those currently
required by the Funding Standard, as a reserve against possible future
adverse experience relating to the assets and liabilities of a pension scheme.
In addition, an annual review is undertaken of the solvency position of the
Scheme on the assumption that it is wound up. If the Scheme is found not to
meet this minimum funding level set by statute, the Trustee and the Employer
are required to complete a funding proposal for submission to the Pensions
Authority with the objective of returning the Scheme to this minimum funding
level.
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Statement of Risks (continued)

Identified Risks

Mitigation actions

The Employer may be unable or
unwilling to meet any increased
contribution requirements or may
decide to terminate its liability to
contribute to the Scheme.

The Trustee maintains a constructive relationship with the Company,
including regular engagement as to the funding position of the Scheme
and the position of the Company.
The Trustee regularly reviews the Company covenant (i.e. the ability and
willingness of the Company to support the Scheme in the future).
In addition, the Trustee endeavours to ensure that sufficient assets are
available at all times to meet the statutory Funding Standard through
regular annual reviews as described above. However, if in the event of an
actual wind up there are insufficient assets to meet the liabilities;
legislation requires that the Trustee will distribute the assets of the
Scheme in accordance with the priority order in the Pensions Act. The
assets available to each class of member: actives, deferred pensioners
and pensioners, will depend on the circumstances, law and scheme
provisions at the time.

The administration of the Scheme
may fail to meet acceptable
standards or errors may occur.

The Trustee has entered into a service level agreement with the
administrator which sets out the admin
ilities. The
Trustee receives regular reports from the administrator, including a
statement of performance against the KPIs.

The Scheme could:
fall
out
of
compliance; or

statutory

could fall victim to fraud or
negligence; or

In addition, the Trustee has a governance report with an annual calendar
of actions which it monitors at each Trustee meeting to ensure compliance
with statutory requirements.
The Scheme is also subject to external audit on an annual basis.

the benefits communicated to
members could differ from the
liabilities valued by the
actuary.
The Trustee and Employer may
not act in accordance with their
duties and responsibilities. This
could result in Revenue or
Pensions Authority sanction, or
ultimate closure of the Scheme.

The Trustee and Employer have access to experienced professional
advisers to assist with the proper running of the Scheme.
In accordance with the Pensions Act 1990, the Trustee receives regular
and ongoing training and has access to the latest edition of The Pensions
Board Authority Trustee Handbook.
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Statement of Risks (continued)

The Trustee is satisfied that it is taking all reasonable steps to protect the members from the effects of these
risks. However, it is not possible to guard against every eventuality. For example, the Employer may cease to
trade, go into liquidation or may for other reasons decide to cease to contribute to the Scheme (under the Rules
of the Scheme, the Company must give the Trustee twelve mon
In this event, the Scheme may be wound up, future accrual of benefits may cease and accrued entitlements
would be discharged from the available assets (which may or may not be sufficient to discharge member benefit
expectations, as outlined above). Also, it is necessary to take some investment risk and other risks in order to
manage the affordability of the Scheme benefits and the capacity of the Employer to meet this commitment.
The Statement of Risks was approved by the Trustee on 4 November 2020.
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Appendix 2 – Statement of Investment Policy Principles
Guinness Ireland Group Pension Scheme
Statement of Investment Policy Principles
Introduction
This document is the Statement of Investment Policy Principles (the “Statement”) of the Trustee
Directors (the “Directors”) of the Guinness Ireland Group Pension Scheme.
In preparing this Statement, the Directors have consulted Diageo Ireland (the “Company”). The Directors
will consult the Company on any significant changes to the Scheme’s investment arrangements;
however, the Directors retain ultimate responsibility for investment decisions.
The intention is not to outline detailed guidelines for the Scheme’s investment managers – this should be done
within the specific legal agreements with those parties – but rather to state the general philosophy, risk appetite
and policies of the Directors that will shape the governance of the Scheme as a whole.
This Statement will be reviewed at least every three years, and also following any change in investment policy
which impacts on the content of the Statement.
Investment Objectives
In order to set the investment objectives for the Scheme’s investment strategy, the Directors have analysed the
profile of the Scheme membership and the expected benefit payments payable to members as outlined in the
Trust Deed and Rules.
It was previously agreed that it would be reasonable to target a fully funded position on an ongoing basis for the
Scheme by 2027. As such the Directors, in conjunction with the Company, have agreed a prudent plan involving
funding and investment policy with the aim of achieving this target.
The overall investment objective of the Directors is to achieve the level of investment return assumed by the
Scheme Actuary in determining the Scheme Funding requirements, at an acceptable level of risk. It is
anticipated that the level of risk will reduce over time as the Scheme becomes more mature and the funding level
improves.
At the valuation at end December 2018, the level of investment returns targeted were 1.3% above swap yields
initially with this gradually reducing to 0.9% above bond yields by 2027 (with a margin of prudence built in). This
is to be accomplished through adopting a prudent, carefully planned and well-executed investment policy.
The investment risk arising from the asset allocation required to deliver the target returns is consistent with the
level of investment risk that the Directors believe can be accommodated following assessments of the
Company’s covenant.
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Current Investment Policy
The Directors believe that the following strategic asset allocation mix prudently positions the portfolio so as to
achieve the Directors’ investment objectives at the current time:
Sector
Equity (Market
Capitalisation)
Equity (ESG Fundamental
Indexation)
Fund of Hedge Funds
Property
Infrastructure*

Manager
ILIM

“Cash Plus” Sovereign
Bonds
Sovereign Bonds

8.0%

Performance Target
MSCI World (75% Euro Hedged) +/-0.05% p.a. over rolling
3 year periods
RAFI ESG Index (75% Euro Hedged) +/-0.05% p.a. over
rolling 3 year periods

ILIM

8.0%

BlackRock

8.0%

Cash Benchmark +3%-5% p.a.

IPUT
Mercer Private
Markets

5.0%

IPD Irish Property Index
Target net returns (IRR) of
7%-10%

Total Growth Assets
Fixed Interest

Strategic
Allocation

3.0%
32.0%

Morgan
Stanley

Insight

Asset Swapped French
Bonds

25.5%

Cash Benchmark +1% p.a.

6.0%

Cash Benchmark

12.0%

Liability Benchmark

5.0%

Cash + 0.6% p.a.

Diversified Credit

M&G

5.0%

Cash Benchmark +5%-6% p.a.

Loans

M&G

8.0%

Cash Benchmark +4% p.a.

Oak Hill

6.5%
68.0%

Cash Benchmark +5% p.a.

Multi Asset Credit
Total Matching Assets

Note: Liability Hedging portfolio is not included in the table above.
* Infrastructure target is 5% of Scheme assets. The allocation will build up gradually over time as investment
opportunities are found.
In determining the asset allocation, the Directors recognise that the returns on growth assets, while
expected to be greater over the long term than those on matching assets, are likely to be more volatile.
The Directors expects that targeted diversification should provide the level of returns required by the
Scheme to meet its liabilities within its risk tolerances and at an acceptable level of cost to the
Company.
The Directors recognise that even though the Scheme’s investments are subject to short-term volatility,
it is critical that a long-term investment focus be maintained. It is acknowledged that the return achieved
over any time period will differ from assumptions depending on market returns. The Directors intend to
avoid ad-hoc revisions to their philosophy and policies in reaction to either speculation or short-term
market fluctuations.
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The Directors have agreed to strategically de-risk the Scheme over time by increasing the matching assets
(moving from return-seeking assets to assets whose characteristics more closely match the nature of the
liabilities) as the funding level of the Scheme increases. This de-risking framework is outlined below:
Funding Level De-Risking Triggers (Self-Sufficiency Basis)
1
2
Funding Level

Matching Allocation

3

4

5

6

86%

89%

92%

95%

98%

100%

72%

75%

79%

83%

86%

90%

When considering whether it is appropriate to take a de-risking step as per this framework, the Directors
will also consider the funding position on other relevant liability measures.
Risk Measurement Methods
In determining the level of risk appropriate to the Scheme at any point in time, the Directors recognise the
importance of the nature and duration of the liabilities, and measure the risk of the chosen investment policy by
reference to these liabilities.
In particular, the Directors consider the following risks:


The risk of achieving an insufficient level of investment return relative to the rate of return assumed by the
Scheme Actuary.



The required rate will depend on the funding policy adopted for the Scheme. Therefore, the Directors
acknowledge the critical need for interaction and co-operation between the Directors and the Company
when formulating investment policy.



The risk of excessive volatility in the investment returns of the Scheme relative to the movement in liabilities
over shorter-term periods (e.g. one year).



The Directors will consider this volatility in relation to the liabilities measured under the Funding Standard
basis, the Scheme Actuary’s ongoing basis and any other relevant measures. The Directors recognise that
the pattern and volatility of the Scheme’s investment returns can impact directly on the pattern and volatility
of the Company’s contribution rates and various accounting items. Therefore, risk will also be considered in
these terms where appropriate.

Managing the risks above in isolation may lead to conflicting investment policies. Therefore, in formulating an
appropriate investment policy, the Directors seek to arrive at an acceptable balance between these risks in order
to best meet their investment objectives. Furthermore, the Directors will manage a range of other investment
risks using the risk management processes outlined in the next section in order to create a prudent, diversified
and efficient portfolio. Investment risks are measured both quantitatively and qualitatively.
The Directors have discussed the results of the most recent risk assessment with their professional advisors and
the Company and consider that the investment strategy is consistent with the risk tolerance of the Scheme.
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Risk Management Processes
The Directors will ensure, either through direct guidance or through ascertaining the suitability of any
commingled (unitised) vehicles that are used, that policies and guidelines are in place for the appointed
investment manager(s) and other providers such that:


investments are, for the most part, limited to marketable securities traded on recognised/regulated markets;



investment in derivative instruments may be made only in so far as they either contribute to a reduction of
investment risks or facilitate efficient portfolio management (including the reduction of cost or the generation
of additional capital or income with an acceptable level of risk). Any such derivative investment must avoid
excessive risk exposure to a single counterparty and to other derivative operations;



the portfolio is properly diversified 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.
Investments in assets issued by the same issuer or by issuers belonging to the same group must not
expose the scheme to excessive risk concentration; and



the security, quality and liquidity of the portfolio as a whole is ensured, with due regard paid to the level of
non-Euro currency exposure.

The Directors have also established the following risk management processes:


The Directors monitor the funding level risk by commissioning VaR calculations of investment risk relative to
the Company’s assets on a regular basis and no less frequently than annually.



The Directors monitor the asset allocation of the Scheme’s investments to ensure that it is consistent with
the Scheme’s Strategic Asset Allocation.



The Directors employ their custodian and investment consultant to report on the performance of the
Scheme’s investments and the underlying Investment Managers on a quarterly basis, using both
quantitative and qualitative measures. The Directors may replace an Investment Manager who fails to meet
performance objectives and/or fails to comply with the written investment management agreements or
where a change to the investment strategy is deemed appropriate



The Directors monitor the level of interest rate and inflation exposure of the Scheme’s assets and liabilities
to ensure that the interest rate and inflation risk levels remain appropriate.

Environmental, Social, and Governance (ESG) Considerations
Responsible Investment involves the active consideration of environmental, social and governance (ESG) issues
in investment decision making and ownership practices and otherwise lengthening and broadening the
investment horizon to take into account non-financial factors. The Directors believe that Responsible Investment
will enhance long-term portfolio performance, and is therefore aligned with fiduciary duty. Further, mitigating risk
and capturing investment opportunities driven by ESG issues is likely to have a material impact on investment
returns.
The Directors have made changes to the Scheme’s investment strategy in order to improve the ESG profile of
the Scheme’s assets. Additionally, the Directors will continue to monitor market developments and consider
further opportunities to improve the ESG profile of the Scheme’s assets as they arise.
The Directors have given 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 Directors consider Mercer’s ESG ratings (where available) for each of their strategies. Rating reviews are
undertaken on a regular basis and documented at least annually. The Directors review and challenge each of
the investment managers on their ESG policies and practices as part of the rolling programme of manager
meetings.
Effective Date of this Statement:

February 2020
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Actuarial Funding Certificate

48

Appendix 4

Funding Standard Reserve Certificate
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Appendix 4

Funding Standard Reserve Certificate (continued)
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Actuarial Statement
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