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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

The Trustee’s Report

Introduction

This report relates to the operation of The University of Warwick Pension Scheme (“the Scheme”) during
the year ended 31 March 2023.

Until 31 March 2010 the Scheme was a contracted-out salary related pension arrangement but from
1 April 2010 the Scheme contracted back in to the State Second Pension. The Defined Benefit (DB)
Section closed to new entrants from 31 March 2010 although eligible non-Members who were in service
on 31 March 2010 were allowed to join the Scheme up to 30 June 2010.

From 1 April 2010 the Scheme introduced a contracted in Defined Contribution (DC) Section for new
employees to the University, which provides its Members with benefits based on their fund value.

From 1 March 2013 this original DC Section of the Scheme was renamed the Heritage Defined
Contribution Section and the contribution levels amended to ensure that it complies as a Qualifying
Scheme for automatic enroiment purposes under the Pensions Act 2008 legislation. A new DC Section,
the Enterprise Defined Contribution Section, was established from 1 March 2013 in readiness for auto
enrolment of Unitemps workers effective from 1 May 2017.

Members are able to make additional voluntary contributions (AVCs) to secure additional benefits. The
Scheme also covers members (except those in the Enterprise Section) for death benefits.

Full details of the Scheme’s benefits can be found in the member’s explanatory booklet (see “Contact
for further information” on page 8). A copy of the Heritage Defined Contribution section booklet can
be accessed via the University's HR Intranet page or by e-mailing hr.pensions@warwick.ac.uk.

Management of the Scheme

The Scheme has a Corporate Trustee, UPS Pension Trustee Limited. The names of the directors who
served during the year and those serving at the date of approval of this report are as follows:

Nominated / Date of
Name appointed by appointment
Professor Emeritus Stuart Beaumont Palmer ~ Employer 24/05/2010
Professor Saul Domenico Jacka Employer 07/05/2015
Mr James McMeehan Roberts Employer 23/10/2014
Mr Quentin Compton-Bishop Members 19/10/2016
Mr Hugh James Hunt Employer 26/06/2017
Ms Jennifer Elizabeth Davies Members 13/03/2019
Mr lan Paul McFarlane-Toms Members 19/11/2021

Directors are appointed and removed from office in accordance with the Scheme Rules and the Trustee
Company’s Articles of Association. At least one third of the Trustee Directors appointed by the Principal
Employer must be nominated by the Members.

The Trustee held a number of full meetings during the year under review. Each Trustee Director is
entitled to receive at least ten days’ notice of meetings, although in practice dates are normally fixed
wellin advance. The Scheme Rules provide that decisions of the Trustee may be made by a majority of
the Trustee Directors present at any meeting and the Chairman has a casting vote. The Trustee uses
sub-committees as appropriate, for example the investment sub-committee to consider more detailed
technical work. The sub-committees in each case report their recommendations to the Trustee.

The Trustee has delegated the day-to-day management and operation of the Scheme'’s affairs to
professional organisations
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023
The Trustee’'s Report (Cont)

Scheme advisers

The Trustee retains a number of professional advisers in connection with the operation of the Scheme.
The advisers currently appointed are as follows:

Scheme Actuary Elizabeth Purdy FIA {until 4 July 2022)
Paul Fishleigh FIA (from 4 July 2022)

Advising Actuaries Willis Towers Watson

Administrators Barnett Waddingham LLP (DB Section)
Scottish Widows Limited (DC Section)

Auditor KPMG LLP

Bankers Lloyds Bank plc

Custodian State Street Bank and Trust Company
Investment Advisors Willis Towers Watson

Investment Fund Managers AXA Investment Managers {via AMX)

Fulcrum Asset Management

M&G Investments

First State Investments UK Ltd

[nsight Investment

Legal and General Investment Management
JPMorgan Asset Management (UK) Limited
Nephilia Capital

Towers Watson Investment Management Ltd
Wellington Management

Scottish Widows Limited (DC Sections)
Prudential (AVCs)

Legal Advisers Eversheds Sutherland
Secretary to the Trustee Joseph Devlin
Pensions Administration Manager  Ben Moulding

Changes in and other matters relating to Scheme advisers

Except those noted above there have been no other changes to Scheme advisers and other matters
during the Scheme year under review.

Elizabeth Purdy FIA resigned as Scheme Actuary on 4 July 2022. As required by Regulations made under
the Pensions Act 1995 it was confirmed in her notice of resignation that she knew of no circumstances
connected with her resignation that significantly affected the interests of the members, prospective
members or beneficiaries of the Scheme. Paul Fishleigh FIA was appointed as Scheme Actuary on 4 July
2022.

Changes to Scheme Rules

There have been no changes to the Scheme Rules during the year under review.
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

The Trustee’s Report (Cont)

The Principal Employer

The name and address of the Principal Employer is as follows:

The University of Warwick, Coventry, CV4 7AL

The following Employers, all of which are associated in business with the Principal Employer, have also

participated in the Scheme during the year under review:

The University of Warwick Science Park Limited

Warwick University Enterprises Limited (Enterprise DC Section only)

Financial development of the Scheme

During the year the value of the net assets decreased by £58,760,284 to £201,058,882 as at 31 March
2023. The decrease comprised net withdrawals from dealings with members of £592,458 together with
a net decrease from the return on investments of £58,167,826. On 23 September 2022, announcements
made in the Government's “mini-budget” led to uncertainty in the long-dated UK government bond
("gilt”) market. The Bank of England eventually intervened in the market in order to “restore orderly
market conditions”. As at 31 March 2023, the valuation of investments had not bounced back to the
levels before the impact of adverse market conditions.

Scheme Audit

The financial statements on pages 25 to 42 have been prepared and audited in accordance with
regulations made under sections 41(1) and (6) of the Pensions Act 1995.

Scheme membership

Active members
adjustments
left (preserved pensioners)
retired

Preserved pensioners
new
transferred out
retired
died

Pensioners and dependants
adjustments
new pensioners
new dependants
died

Grand total members

Number as at

Changes inyear  Number as at end

start of year of year
351
(M
(18)
21) 311
(40)
842
18
(4)
(28)
3) 825
(a7
1,135
3
49
9
(35) 1,161
26
2,328 2,297

Included within the pensioners and dependants are 120 (2022: 120) pensions paid from annuities held

in the name of the Trustee.

Adjustments relate to late notifications.
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The Trustee’'s Report (Cont)

Number as at Number as at end
start of year of year
Active members 2,215 1,909
Preserved pensioners 2,047 2,927
Grand total members 4,262 4,836

The member numbers shown above reflect the number of member records held by the Scheme.

Pension increases

Pensions in payment were increased during the period as follows:

That part of the pension appropriate to service before 6 April 1997 was increased by 3%.

That part of the pension appropriate to service between 6 April 1997 and 5 April 1999 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 5% and
a minimum of 3%, therefore 5%.

That part of the pension appropriate to service between 6 April 1999 and 5 April 2006 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 5%,
therefore 5%.

That part of the pension appropriate to service between 6 April 2006 and 31 March 2010 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 3%,
therefore 3%.

That part of the pension appropriate to service after 31 March 2010 was increased by the
percentage increase in the Retail Prices Index subject to a maximum of 2.5%, therefore 2.5%.

These increases are in accordance with the Scheme Rules. No discretionary increases were awarded.

Tax status of Scheme

The Scheme is a registered pension scheme under Chapter 2 of Part 4 of the Finance Act 2004 and, to
the Trustee's knowledge, there is no reason why the Scheme'’s registered status should be prejudiced
or withdrawn.
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The Trustee’s Report (Cont)

GMP equalisation

On 26 October 2018, the High Court handed down a judgement involving the Lloyds Banking Group's
defined benefit pension schemes. The judgement concluded the schemes should be amended to
equalise pension benefits for men and women in relation to guaranteed minimum pension benefits.
The issues determined by the judgement arise in relation to many other defined benefit pension
schemes.

The Trustee of the Scheme is aware that the issue will affect the Scheme and has formed a Data and
GMP sub-committee and held meetings with its advisers to consider this further. Given the complexity
of the topic it is still reviewing the data and options available. As noted on page 11, the total impact on
the Scheme’s actuarial liabilities has been estimated at 0.25% of the total liabilities of the Scheme
{excluding the expenses reserve).

On 20 November 2020, the High Court handed down a further judgment on the GMP equalisation case
in relation to the Lloyds banking group pension schemes. This follows from the original judgment in
October 2018 which confirmed that schemes need to equalise pensions for the effect of unequal GMPs
between males and females. This latest judgment confirms that Defined Benefit schemes which provide
GMPs need to revisit and where necessary top up historic Cash Equivalent Transfer Values that were
calculated based on unequalised benefits. The issues determined by the judgment arise in relation to
many other defined benefit pension schemes. The Scheme has experienced historical transfers out which
will be subject to adjustment as a result of this second ruling. The Trustee will be considering this at a
future meeting and decisions will be made as to the next steps. Any adjustments necessary will be
recognised in the financial statements in future years. At the date of signing these financial statements,
it is not possible to estimate the value of any such adjustments at this time.

Transfer values

All cash equivalents (transfer values) paid during the year were calculated and verified in the manner
required by the Pensions Act 1993 and subsequent amendments. No discretionary benefits are included
in the calculation of transfer values.

A cash equivalent is the amount which a Scheme member is entitled under social security legislation to
have applied as a transfer payment to another permitted pension arrangement or a buy-out policy.

Data Protection Act 2018 and General Data Protection Regulations

Under the General Data Protection Regulation (GDPR) and the Data Protection Act 2018 regulations,
pension scheme trustees are classed as data controllers, with legal responsibility for compliance falling
to them. Scheme Actuaries are also classed as data controllers (jointly with the trustees) in accordance
with guidance issued by the Actuarial Profession. Barnett Waddingham LLP act as a data processer as
the administrators of the Scheme.

The Trustee has worked with its advisers to receive relevant training, and continues to do so to ensure
continued compliance with data protection legislation.

Codes of Practice

The Trustee is aware of and adheres to the Codes of Practice issued by The Pensions Regulator (“TPR").
The objectives of these codes are to protect members' benefits, reduce the risk of calls on the Pension
Protection Fund ("PPF”) and to promote good administration.
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The Pensions Regulator: Record Keeping

TPR issues guidance on all aspects of pension scheme data record keeping to all those responsible for
the data (the trustees) and those who administer pension schemes. The guidance covers both common
data and also scheme-specific data (conditional). The guidance sets out good practice in helping
trustees to assess risks associated with record keeping. Improved data means that trustees and
employers will be able to make a more precise assessment of their financial liabilities. Schemes are
expected to keep their data under regular review and set targets for the improvement in the standard
of data recorded. More information can be found at:

https://www.thepensionsreaulator.gov.uk/en/trustees/contributions-data-and-transfers/record-keeping

Contact for further information

If, as a defined benefit Scheme member, you wish to obtain further information about the Scheme,
including copies of the Scheme documentation, your own pension position or who to contact in the
event of a problem or complaint, please write to or telephone:

The University of Warwick Team, Barnett Waddingham LLP, St James's House. St James's Square,
Cheltenham, GL50 3PR.

Telephone: 0333 1111 222

Alternatively you may contact the Scheme administrators online at:
https://logon.bwebstream.com/shared/contact

If you are a member of the defined contribution section (either Heritage or Enterprise sections) and
have a query you should contact the Human Resources (HR) Pensions Administration Team at:

Pensions Administration, HR Department, University House, University of Warwick, Coventry, CV4 8UW

Alternatively you may contact the team by email at: hr.pensions@warwick.ac.uk
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Statement of Trustee’s Responsibilities

The audited financial statements, which are to be prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP), including FRS 102 The Financial Reporting Standard applicable in the
UK and Republic of Ireland, is the responsibility of the Trustee. Pension scheme regulations require the
Trustee to make available to Scheme members, beneficiaries and certain other parties, audited financial
statements for each Scheme year which:

(i) show a true and fair view of the financial transactions of the Scheme during the Scheme year and of
the amount and disposition at the end of the Scheme year of the assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the Scheme year; and

(i) contain the information specified in the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditor) Regulations 1996, including a statement whether
the accounts have been prepared in accordance with the Statement of Recommended Practice
Financial Reports of Pension Schemes.

The Trustee has supervised the preparation of the financial statements and has agreed suitable
accounting policies, to be applied consistently, making estimates and judgements on a reasonable and
prudent basis. It is also responsible for:

» assessing the Scheme’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern;

e using the going concern basis of accounting unless it either intends to wind up the Scheme, or has
no realistic alternative but to do so; and

e making available each year, commonly in the form of a Trustee’s annual report, information about
the Scheme prescribed by pensions legislation, which they should ensure is fair and impartial.

The Trustee also has certain responsibilities in respect of contributions which are set out in the
statement of Trustee’s responsibilities accompanying the Trustee's summary of contributions.

The Trustee is responsible for such internal control as it determines necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error, and has
a general responsibility for ensuring that adequate accounting records are kept and for taking such
steps as are reasonably open to it to safeguard the assets of the Scheme and to prevent and detect
fraud and other irregularities.

The Trustee is responsible for the maintenance and integrity of the Scheme and financial information
included on the Scheme's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.
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Report on Actuarial Liabilities

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective,
which is to have sufficient and appropriate assets to covers its technical provisions. The technical
provisions represent the present value of the benefit members are entitled to based on pensionable
service to the valuation date. This is assessed using the assumptions agreed between the Trustee and
the University and set out in the Statement of Funding Principles, which is available to Scheme members
on request.

The most recent full actuarial valuation of the Defined Benefit section of the Scheme was carried out as
at 31 March 2022. The table below shows the results of this valuation.

Valuation date 31 March 2022
£m
Value of technical provisions (£m) 248.0
Value of assets available to meet
. » 234.4
technical provisions (£m)
Assets as a percentage of technical 95%

provisions

The values above relate to the whole Scheme, including the assets and liabilities in relation to AVC
benefits. The Trustee holds annuity policies that secure the pensions payable to certain specified
beneficiaries. However, as permitted under current regulations and accounting practice, the Trustee has
decided that these policies need not be valued in the Net Asset Statement on the grounds of materiality.
The figures above include a prudent assessment of these annuity policies, but it is worth noting that the
assets and liabilities covered by these policies match each other exactly.

Method

The actuarial method to be used in the calculation of the technical provisions is the Projected Unit
Method.

Significant actuarial assumptions

The principal assumptions that were used for the actuarial valuation as at 31 March 2022 are set out
below. The assumptions as at 31 March 2022 were derived having regard to the agreed Statement of
Funding Principles dated 23 May 2023 and market conditions at 31 March 2022.

All assumptions have been derived with reference to the full gilt yield curve and implied inflation curve,
from the WTW Investment Model. Detailed in the table below are the single equivalent financial
assumptions (rounded to the nearest 0.05%). These represent the equivalent single assumptions which
taken in isolation would produce the same liability figure as that derived from using the full curves for
each respective financial assumption.
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Assumed future rate of: 31 March 2022

% pa

Discount rates:

- Short term discount rate 2.50
- Long term discount rate 1.95
- Initial time horizon 7 years
Salary increases: 3.85
Deferred increases on pension in excess of GMP2 : 3.80

Pension increases in payment:

- Pre 6.4.97 (inc. GMP) (fixed 3%) 3.00
- Post 5.4.97, pre 6.4.99 (RPI, min 3%, max 5%) 3.90
- Post 5.4.99, pre 6.4.06 (RPI, max 5%) 3.25
- Post 5.4.06, pre 1.4.10 (RPI, max 3%) 2.40
- Post 31.3.10 (RPI, max 2.5%) 2.05

Mortality in retirement

- Base mortality tables

Male Pensioners SAPS (S3) normal tables with a multiplier of
114%
Female Pensioners SAPS (S3) normal tables with a multiplier of
102%
- Future improvements in longevity CMI 2021 core projections (including core values

for the extended parameters) with a 1.25% pa
long-term trend

GMP equalisation? 0.25% of total defined benefit liability (excluding
expenses allowance)

T GMP receives statutory fixed rate (or S148 for transferred-in GMP) revaluation in deferment.

2 Subject to the relevant statutory revaluation limits over the whole period of deferment for pre / post 5 April 2009
pension respectively.

3 An allowance equal to 0.25% of the total liabilities of the Scheme (excluding the expenses reserve) has been made
as a reserve for the impact of any need to equalise benefits accrued between 17 May 1990 and 5 April 1997 to
allow for the unequal impact of Guaranteed Minimum Pensions on men and women. It is expected that detailed
calculations will be undertaken in due course and the benefits and liabilities of the Scheme will be adjusted
accordingly.

Towers Watson Limited, a WTW Company
23 May 2023
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The Investment Report

DB Section

The Trustee maintains a Statement of Investment Principles (“SIP"), as required by Section 35 of the
Pensions Act 1995, and a copy of the latest statement (comprising DB and DC sections updated at
different stages in 2022) is available at

https://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pensions/ups

This outlines the Scheme’s investment governance structure and asset allocation strategy.

There were no significant departures from the stated principles during the year under review. Small
deviations from the benchmark allocation are to be expected as a result of fluctuations in asset prices.

The Trustee has ultimate responsibility for decision-making on investment matters.

In order to ensure that investment decisions are taken only by persons or organisations with the skills,
information and resources necessary to take them effectively, the Trustee delegates some of these
responsibilities in accordance with the Scheme’s Trust Deed and Rules.

In particular, the Trustee delegates a number of tasks to an Investment Sub Committee (“ISC”) as well
as a Delegated Chief Investment Officer (“DCIO"), the latter function being carried out by Towers Watson
Limited.

The Trustee's primary investment role and responsibility is to set the overall strategic investment
objectives for the Scheme, including a risk budget and return target (taking advice from the ISC and
DCIO), and ensuring that these objectives remain appropriate over time.

The DCIO's roles and responsibilities are set out within a Fiduciary Management Agreement (“FMA").
The DCIO is responsible for managing the Scheme's investments within the constraints of specific
Investment Guidelines, which are designed to be consistent with the long-term strategic goals and
parameters agreed by the Trustee. Specific responsibilities include: determining asset allocation and
liability hedging design; selecting and de-selecting underlying investment managers; implementing all
asset transitions; and providing regular monitoring reports.

The ISC's roles and responsibilities include monitoring the activity and performance of the DCIO for the
services provided as set out in the DCIO’s FMA, and reporting to the Trustee.

Further details regarding the division of responsibilities are set out in the Scheme's SIP.

The Trustee has delegated responsibility for the selection and deselection of investments, and the
ongoing management of relationships with asset managers to the DCIO within Investment Guidelines
set by the Trustee.

The Trustee expects the DCIO to appoint investment managers with an expectation of a long-term
partnership, which encourages active ownership of the Scheme’s assets. When assessing a manager’s
performance, the Trustee expects the DCIO to focus on longer-term outcomes, commensurate with the
Trustee's position as a long term investor.

For most of the Scheme's investments, the Trustee expects the DCIO to appoint managers with a
medium to long time horizon, consistent with the Scheme. In particular areas such as equity and credit,
the Trustee expects the DCIO to work with managers who will use their engagement activity to drive
improved performance over medium to long term periods within the wider context of long-term
sustainable investment.
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The Investment Report (Cont)

The Trustee expects the DCIO to assess the alignment of the Scheme's underlying managers’ approach
to sustainable investment (including engagement) with its own before making an investment on the
Scheme's behalf. In addition, the Trustee expects the DCIO to review the managers' approach to
sustainable investment (including engagement) on a regular basis and engage with the manager to
encourage further alignment as appropriate. This monitoring process includes specific consideration of
the sustainable investment/ESG characteristics of the portfolio and the managers’ engagement
activities. If, following engagement, the DCIO considers that the degree of alignment remains
unsatisfactory, the Trustee expects the DCIO to deselect the manager.

The Trustee expects the DCIO to consider the fee structures of asset managers and the alignment of
interests created by these fee structures as part of its investment decision making process, both at the
appointment of an asset manager and on an ongoing basis. Asset managers are generally paid an ad
valorem fee, in line with normal market practice, for a given scope of services which includes
consideration of long-term factors and engagement. The Trustee expects the DCIO to review and report
on the costs incurred in managing the Scheme’s assets regularly, which includes the costs associated
with portfolio turnover. In assessing the appropriateness of the portfolio turnover costs at an individual
manager level, the Trustee expects the DCIO to have regard to the actual portfolio turnover and how
this compares with the expected turnover range for that mandate.

Further information on the Trustee’s policies can be found in the Scheme's SIP. The extent to which the
Trustee believes it has adhered to these policies over the scheme year is disclosed in the Scheme's
Implementation Statement.

The Trustee believes long-term sustainability to be an important and relevant issue to consider

throughout the investment process. in particular the Trustee recognises that:

o an investment’s financial success can be influenced by a wide range of factors including
environmental, social and governance (ESG) issues and stewardship

o ESG considerations and stewardship are therefore important aspects of responsible financial risk
management in order to protect the value of investments and should improve long-term member
financial outcomes.

Where ESG factors, stewardship and broader sustainable investment considerations are deemed to be
financially material, the Trustee believes that they should be taken into account within the investment
decision-making process. The Trustee may consider non-financial matters as part of its overall decision
making and setting of investment strategy including as and when views are proactively raised by
members, and will continue to monitor and review its approach in this area.

The Trustee applies the principles outlined above via the selection and monitoring of the DCIO (and its

associated approach to ESG and broader sustainability issues). In particular, the Trustee has delegated:

o investment manager selection, de-selection and monitoring to the DCIO

o the selection, retention and realisation of investments to the DCIO and in turn to the Scheme's
investment managers (in accordance with the Financial Services and Markets Act 2000, the
selection of specific investments is delegated to investment managers)

o responsibility for the exercising of rights (including voting rights) attaching to investments to the
Scheme's investment managers.

Further information on this can be found in the Scheme’s SIP.
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The asset allocation at the beginning and end of this accounting year was as follows:

Asset Class Asset allocation (%) Asset allocation (%)
31.03.22 31.03.23
Equities
Global equities (inc. Emerging) 10.7% 5.6%
Alternative betas
Diversifying strategies 10.1% 6.4%
Credit
Global high yield 3.0% 1.6%
Securitised credit 4.5% 2.2%
Emerging Market Debt 1.4% 1.2%
Investment Grade Credit 5.1% 5.8%
Real assets
REITs 2.9% 1.4%
Infrastructure 3.1% 1.7%
Secure Income Assets - _ 13.0% 172%
Protection strategies
_Protection strategies o 0.2% 1.4%
Matching assets
Matching assets (including cash) 46.0% 39.8%
Long-term Core Credit - 15.7%
Total* 100% 100%
Liability hedge ratio** I c.95% c.90%

* Totals may not sum due to rounding

** The liability hedge ratio is an estimate of ‘the sensitivity of the assets to changes in long-term interest rate and inflation
expectations’ relative to ‘the sensitivity required to insulate the funding level against changes in long-term interest rates and
inflation’.

The change in asset allocation over the year reflects a combination of relative market movements as
well as some portfolio rebalancing.

The asset allocation only reflect the assets managed by the DCIO and excludes any annuity policies,
AVCs or cash held in the Trustee account.

Macroeconomic backdrop

The Bank of England (BoE) have made a number of incremental base rate rises throughout the
12 months to March 2023 in a bid to control inflation. This took the base rate to a 15 year high of 425%
by March 2023.

UK inflation rate, as measured by the CPI, rose by 10.1% in the 12 months to March 2023, down from
10.4% in February and from a recent peak of 11.1% in October 2022. Although fuel prices fell, further
sharp rises in the costs of food, recreation and culture left the index higher than the anticipated drop to
9.8%. Food prices alone rose 19.1% in the 12 months to March 2023.

In the US, the Federal Reserve (the Fed) also raised rates throughout the year, bringing the target federal
funds rate range to a high of 4.75 - 5.00% since it began in December 2008. In a strong signal that the
US central bank is nearly done with rate increases, they followed the latest increase by saying “some
additional policy firming may be appropriate” to bring inflation back to the banks 2% target.
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Currency markets

Over the 12 months to 31 March 2023 sterling has depreciated against the US dollar and the Euro by
6.1% and 3.8% respectively. Sterling appreciated against the Yen by 3.0%.

Equity markets

Over the 12 months to 31 March 2023, equity markets returned negative performance across North
America, Developed Asia Pacific (ex Japan) and Emerging Markets but was positive in other regions. The
FTSE All World Index returned -0.7% whilst the FTSE Emerging Index returned -3.9% (both in sterling
terms). FTSE All-Share Index returned 2.9% whilst Developed Europe (ex UK) was the best performing
region with 8.5% (both in sterling terms).

Bond markets

UK government bond yields (which move inversely to bond price) increased over 12 months to 31 March
2023. Long maturity UK gilts have returned -29.7% over the period (as measured by FTSE-A Gilts Over
15 Years Index) and UK gilts all stocks returned -16.3%.

Inflation-linked gilt yields also increased over the 12-month period. Long maturity UK index-linked gilts
returned -39.1% (as measured by FTSE-A Index-Linked Gilts Over 15 Years index) and UK index-linked
gilts all stocks returned -26.7%.

Over the past year, local currency emerging market debt outperformed hard currency emerging market
debt returning 5.7% and -8.7% respectively.

Alternative investment markets

The price of Brent crude oil continued to fall at the start of the second quarter of 2022, reaching a low
of $96 in early April 2022. This was due to continued concerns over global economic recession, and
concerns over strict lockdowns in China as it faced the worse outbreak of COVID since the pandemic
began. Oil prices steadily increased from mid-April 2022 onwards (primarily because of supply concerns
of Russian oil) reaching a peak of $122 per barrel in early June 2022, before falling back to $106 per
barrel at the end of Q2 2022. Oil prices fell throughout the third quarter of 2022, reaching a low of
$76.7 in late September, due to OPECs agreement to boost production by 648,000 barrels per day in
August and continuing concerns over global economic recession occurring. Oil prices fluctuated
throughout the fourth quarter, peaking at $92.7 in early October and dropping to $71 in early December.
2022 was one of the most volatile periods ever seen in the energy markets. Russia’s invasion of Ukraine
was the primary reason for prices rising above $120 but this has been counteracted by the year end
from growing US production and a massive release of oil from the Strategic Petroleum Reserve. Oil
prices fluctuated throughout the first quarter of 2023, peaking at $81.6 in late January and dropping to
$66.7 in mid-March. The collapse of Silicon Valley Bank and the forced takeover of Credit Suisse by UBS
sparked fears of another banking crisis and a significant drop-off in demand for crude oil.

Commercial UK property (as measured by the IPD Monthly Index) has returned -14.9% over the 12
months to 31 March 2023.

Total Scheme investment returns for the Scheme year are summarised below:

Period to 31 March 2023 Return (%)
Quarter +3.2
Year -24.3
3 years (annualised) -8.2
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The Trustee's Report (Cont)

The Investment Report (Cont)

The following table provides a breakdown of returns since 1 Jan 2013, when the current investment

structure was put in place:

Asset class / Portfolio

Since inception return (% pa)

Global equities:

Global equities (including 8.1
Emerging)

Alternative betas:

Diversifying Strategies 14
Credit:

Global high yield' 5.5
Securitised credit? 4.1
Emerging Market Debt3 -1.4
investment Grade Credit* 0.5
Private markets:

Infrastructure 10.0
REITs® 0.9
Secure Income Assets® 3.7
Protection Strategies

Protection Strategies’ 6.1
Matching assets:

Matching assets (excluding cash) 77
Cash 0.2
Long-term Core Credit® -15.0
Total Scheme 4.2

' Global High Yield inception date — 01/12/2015

2Securitised Credit inception date — 01/06/2016

3 Emerging Market Debt inception date — 30/11/2017

4 Investment Grade Credit inception date — 01/05/2020

SREITs inception date — 01/11/2016

6 Secure Income Assets inception date — 01/12/2018 — performance as reported by the Scheme’s performance measurer (State

Street) is lagged as at 31 December 2022

7 Protection Strategies inception date — 01/05/2019

8 Long-term Core Credit inception date — 01/05/2022
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DC Section

DC Section investment returns for the are summarised below:

Annualised returns to 31 March 2023

Fund name — = —
Tyr net return 3yr net return (p.a.) Syr net return (p.a.)

Scottish Widows Cash CS7 1.70% 0.39% 0.29%
SFottlsh Widows Pension Portfolio 1.59% 058% 0.50%
Five CS7
Scottish Widows Pension Portfolio -7.14% 3.46% 2 17%
Four CS7
Scottish Widows Pension Portfolio -6.27% 7 96% 407%
Three CS7
Scottish Widows Pension Portfolio -6.05% 1037% 5.09%
Two CS7
écsc;ttlsh Widows Pension Protector -2411% -9.549 -4.40%
SW Money Market CS1 1.76% 0.28% 0.20%
SW Passive Annuity Purchase CS1 -20.98% -10.33% -391%
SW Passive Multi-Asset I CS1 -9.32% 1.83% 2.53%
SW Passive Multi-Asset Ill CS1 -5.69% 6.93% 4.54%
SW Passive Multi-Asset IV CS1 -4.08 10.70% 6.32%
SW Passive Multi-Asset V CS1 -2.56% 14.87% 9.08%
SW LGIM Future World Global -4.07%
Equity Index CS1 Wl Wi
UPS Equity Growth -3.21% 15.03% 9.45%
UPS Money Market 1.84% 0.34% 0.34%
UPS Pre-Retirement -25.31% -11.76% -4.89%

Implementation Statements

Implementation statements have been included on page 47 for the DB Section and page 62 for the DC
Section. These statements form part of the Trustee's Report.

www.barnett-waddingham.co.uk
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Approval of Trustee’'s Report

The Trustee’s report including the Implementation Statements on page 47 onwards is approved by the
Trustee and signed for and on behalf of the Trustee:

pate: )\ So s weer 22025
\

Signed on behalf of the Trustee:

Director

www.barnett-waddingham.co.uk
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The Scheme’s Trustee is responsible under pensions legislation for ensuring that there is prepared,
maintained and from time to time revised a Schedule of Contributions showing the rates of
contributions payable towards the Scheme by or on behalf of the Employer and the active members of
the Scheme and the dates on or before which such contributions are to be paid. The Scheme’s Trustee
is also responsible for keeping records of contributions received in respect of any active member of the
Scheme and for monitoring that contributions are made to the Scheme in accordance with the Schedule.

Summary of Contributions payable in the year

During the year, the contributions payable to the Scheme under the Schedules of Contributions were

as follows:

Employer normal contributions
Employer deficit contributions
Members’ normal contributions

Employer normal contributions
Members’ normal contributions
Employer additional reserve fund

Total contributions payable under the Schedules of Contributions and
reported on by the Scheme auditor

During the year, the contributions not payable per the Schedules of
Contributions were as follows:

Members’ Additional Voluntary Contributions

Members’ Additional Voluntary Contributions

Total contributions reported in the financial statements

Signed on behalf of the Trustee:

Director

Date:  / l T 0 s 7 5172
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1,928,696
1,361,304
414,368

2,437,634
1,376,101
17,610

7,535,713

59,174

69,484

7,664,371
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Independent Auditor’s Statement about Contributions
to the Trustee of The University of Warwick Pension
Scheme

We have examined the summary of contributions payable under the Schedules of Contributions to the
University of Warwick Pension Scheme in respect of the Scheme year ended 31 March 2023 which is set
out on page 19.

In our opinion contributions for the scheme year ended 31 March 2023 as reported in the Summary of
Contributions and payable under the Schedules of Contributions have, in all material respects, from
1 April 2022 to 22 March 2023 been paid at least in accordance with the Schedule of Contributions
certified by the Scheme Actuary on 5 June 2020 and subsequently been paid at least in accordance with
the Schedule of Contributions certified by the Scheme actuary on 23 March 2023.

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported in the summary of contributions have in all material respects been paid at least in accordance
with the Schedules of Contributions. This includes an examination, on a test basis, of evidence relevant
to the amounts of contributions payable to the Scheme and the timing of those payments under the
Schedule of Contributions.

As explained more fully in the Statement of Trustee's Responsibilities set out on page 9, the Scheme’s
Trustee is responsible for ensuring that there is prepared, maintained and from time to time revised a
Schedules of Contributions showing the rates and due dates of certain contributions payable towards
the Scheme by or on behalf of the employer and the active members of the Scheme. The Trustee is also
responsible for keeping records in respect of contributions received in respect of the Scheme and for
monitoring whether contributions are made to the Scheme by the employer in accordance with the
Schedules of Contributions.

It is our responsibility to provide a statement about contributions paid under the Schedules of
Contributions to the Scheme and to report our opinion to you.

This statement is made solely to the Scheme’s Trustee in accordance with the Pensions Act 1995 and
Regulations made thereunder. Our work has been undertaken so that we might state to the Scheme
Trustee those matters we are required to state to it in an auditor's statement about contributions and
for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the Scheme’s Trustee for our work, for this statement, or for the opinions we have
formed.

Iryndeep Kaur-Delay Date: 22 September 2023
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH
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Independent Auditor’s Report to the Trustee of The
University of Warwick Pension Scheme

We have audited the financial statements of The University of Warwick Pension Scheme (“the Scheme”)
for the year ended 31 March 2023 which comprise the Fund Account and the Statement of Net Assets
(available for benefits) and related notes, including the accounting policies in note 3.

In our opinion the financial statements:

e show a true and fair view of the financial transactions of the Scheme during the Scheme year
ended 31 March 2023 and of the amount and disposition at that date of its assets and liabilities,
other than liabilities to pay pensions and benefits after the end of the Scheme year;

e have been properly prepared in accordance with UK accounting standards, including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland; and

e contain the information specified in Regulation 3A of the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities
under, and are independent of the Scheme in accordance with, UK ethical requirements including the
FRC Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and
appropriate basis for our opinion.

The Trustee has prepared the financial statements on the going concern basis as they do not intend to
wind up the Scheme, and as they have concluded that the Scheme’s financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast
significant doubt over its ability to continue as a going concern for at least a year from the date of
approval of the financial statements (“the going concern period”).

In our evaluation of the Trustee’s conclusions, we considered the inherent risks to the Scheme and
analysed how those risks might affect the Scheme’s financial resources or ability to continue operations
over the going concern period.

Our conclusions based on this work:

e we consider that the Trustee’s use of the going concern basis of accounting in the preparation
of the financial statements is appropriate;

e we have not identified, and concur with the Trustee's assessment that there is not, a material
uncertainty related to events or conditions that, individually or collectively, may cast significant
doubt on the Scheme's ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
above conclusions are not a guarantee that the Scheme will continue in operation.
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Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions
that could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud.
Our risk assessment procedures included:

o Enquiring of the Trustee, as to the Scheme's high-level policies and procedures to prevent and
detect fraud, as well as enquiring whether they have knowledge of any actual, suspected or
alleged fraud.

¢ Reading Trustee’s Board minutes.

We communicated identified fraud risks throughout the audit team and remained alert to any
indications of fraud throughout the audit. As required by auditing standards, and taking into account
our overall knowledge of the control environment, we perform procedures to address the risk of
management override of controls, in particular the risk that Trustee (or its delegates including Scheme
Management) may be in a position to make inappropriate accounting entries and the risk of bias in
accounting estimates and judgements such as the valuation of unlisted investments. On this audit we
do not believe there is a fraud risk related to revenue recognition because revenue in a pension scheme
relates to contributions receivable as paid under an agreed schedule or pre-determined by the Trustee;
there are no subjective issues or judgements required.

We did not identify any additional fraud risks.
We performed procedures including:

o |dentifying journal entries and other adjustments to test based on risk criteria and comparing the
identified entries to supporting documentation. These included those posted after the first draft
of the financial statements have been prepared and unusual entries to cash.

e Assessing whether the judgements made in accounting estimates are indicative of potential bias.

Identifying and responding to risks of material misstatement related to compliance with laws and
regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect
on the financial statements from our general commercial and sector experience and through discussion
with the Trustee and Scheme Management (as required by auditing standards), and discussed with the
Trustee and Scheme Management the policies and procedures regarding compliance with laws and
regulations. |

As the Scheme is regulated by The Pensions Regulator, our assessment of risks involved gaining an
understanding of the control environment including the Scheme's procedures for complying with
regulatory requirements and reading the minutes of Trustee’s meetings.

We communicated identified laws and regulations throughout our team and remained alert to any
indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Scheme is subject to laws and regulations that directly affect the financial statements
including financial reporting legislation (including related pensions legislation) and we assessed the
extent of compliance with these laws and regulations as part of our procedures on the related financial
statement items.

www.barnett-waddingham.co.uk
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Independent Auditor’s Report (Cont)

Secondly, the Scheme is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the financial statements, for
instance through the imposition of fines or litigation, or the loss of the Scheme's registration. We
identified the following areas as those most likely to have such an effect: pensions legislation and data
protection legislation, recognizing the financial and regulated nature of the Scheme's activities and its
legal form. Auditing standards limit the required audit procedures to identify non-compliance with
these laws and regulations to enquiry of the Trustee and its delegates and inspection of regulatory and
legal correspondence, if any. Therefore, if a breach of operational regulations is not disclosed to us or
evident from relevant correspondence, an audit will not detect that breach.

We have reported separately on contributions payable under the schedule of contributions in our
statement about contributions on page 20 of the financial statements.

Context of the ability of the audit to detect fraud or breaches of law or regulation.

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would
identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.
Our audit procedures are designed to detect material misstatement. We are not responsible for
preventing non-compliance or fraud and cannot be expected to detect non-compliance with all laws
and regulations.

The Trustee has responsibility for the other information, which comprises the Trustee’s Report (including
the Report on Actuarial Liabilities, Implementation Statement and the Summary of contributions), and
the Actuarial certification of the schedule of contributions. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or any form of
assurance conclusion thereon in this report.

Our responsibility is to read the other information and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on this work we have not identified material
misstatements in the other information.

As explained more fully in their statement set out on page 9, the Scheme Trustee is responsible for:
supervising the preparation of financial statements which show a true and fair view; 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; 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 they either intend to wind up the Scheme, or have no realistic alternative but
to do so.
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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 our opinion in an
auditor’s report. Reasonable assurance is a high level of assurance, but does not guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at:
www frc.ora.uk/auditorsresponsibilities.

This report is made solely to the Scheme Trustee, in accordance with the Pensions Act 1995 and
Regulations made thereunder. Our audit work has been undertaken so that we might state to the
Scheme 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 Scheme Trustee, for our audit work, for this report, or for the opinions we have formed.

Iryndeep Kaur-Delay Date: 22 September 2023
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

www.barnett-waddingham.co.uk
RESTRICTED 24




THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

The Financial Statements

Fund Account

Not 31 March
ore 31 March 2023 2022
Defined Defined
Benefit Contribution
Section Section Total Total
£ £ £ £
Contributions and benefits
Employer contributions 3,290,000 2,455,244 5,745,244 5,464,787
Employee contributions 473,542 1,445,585 1,919,127 1,873,944
Total contributions 5 3,763,542 3,900,829 7,664,371 7,338,731
Transfers in 6 S 112,443 112,443 24,943
Other income 7 114,459 113,858 228,317 29,017
3,878,001 4,127,130 8,005,131 7,392,691
Benefits paid or payable 8 (6,601,683) (424,301) (7,025,984) (6,644,014)
Payments to and on accountof 4 (355,437) (383,643) (739,080)  (270,393)
leavers
Administrative expenses 10 (586,065) (156,644) (742,709) (664,420)
Other payments 11 (18,044) (71,772) (89,816) (167,739)
(7,561,229) (1,036,360) (8,597,589) (7,746,566)
Net (withdrawals) / additions (3,683228) 3,090,770 (592,458)  (353,875)
from dealings with members
Returns on investments
Investment income 12 8,031,269 264 8,031,533 11,730,210
Change in market value of 13 (64,670,421) (893,168)  (65,563,589)  (7,503,741)
investments
Investment management 14 (527,916) (107,854) (635770)  (616,032)
expenses
Net returns on investments (57,167,068) (1,000,758) (58,167,826) 3,610,437
Net (decrease) / increase in
2
the fund during the year (60,850,296) 2,090,012 (58,760,284) 3,256,562
Transfers between sections 23 (51,166) 51,166 - -
Net assets of the Scheme
At 1 April 2022 233,603,215 26,215,951 259,819,166 256,562,604
At 31 March 2023 172,701,753 28,357,129 201,058,882 259,819,166

The notes on pages 27 to 42 form part of these financial statements.
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Statement of Net Assets

Investment assets:

Pooled investment vehicles
Cash in transit

AVC investments

Total investments

Current assets

Current liabilities

Net assets of the Scheme at 31
March available for benefits

Note

16

13

17

21

22

31 March
31 March 2023 2022
Defined Defined
Benefit  Contribution
Section Section Total Total
£ £ £ £
166,407,061 28,016,245 194,423,306 257,051,634
3,700,000 - 3,700,000 51,453
787,603 - 787,603 836,767
170,894,664 28,016,245 198,910,909 257,939,854
2,077,245 439,203 2,516,448 2,140,058
(270,156) (98,319) (368,475) (260,746)
172,701,753 28,357,129 201,058,882 259,819,166

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 for the Defined Benefit Section is dealt with in the Report on Actuarial Liabilities on
pages 10 to 11 of the Annual Report and these financial statements should be read in conjunction with

this report.

The notes on pages 27 to 42 form part of these financial statements.

These financial statements were approved by the Trustee on

Date: it \ <

7.8 1)

A

20973

\

Signed on behalf of the Trustee:

irector
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Notes to the Financial Statements

1. Basis of preparation

The individual financial statements have been prepared in accordance with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting
Standard 102 — The Financial Reporting Standard applicable in the UK and Republic of Ireland, and the guidance
set out in the Statement of Recommended Practice (Revised 2018).

The financial statements are prepared on a going concern basis, which the Trustee believes to be appropriate as
they believe that the Scheme has adequate resources to meet obligations as they fall due for at least the next twelve
months from the approval of these financial statements.

2. fdentification of the financial statements

The Scheme is established as a trust under English law. The address for enquiries to the Scheme is included in the
Trustee's Report.

3. Accounting policies

The principal accounting policies of the Scheme which are applied consistently are as follows:

. The Scheme’s functional and presentational currency is pounds sterling. Monetary items denominated in
foreign currency are translated into sterling using the closing exchange rates at the Scheme year-end.
Foreign currency transactions are recorded in sterling at the spot exchange rate at the date of the transaction.

. Employer deficit funding contributions are accounted for on the due dates on which they are payable under
the Schedule of Contributions or on receipt if earlier with the agreement of the Employer and Trustee.

. Employee contributions, including AVCs, are accounted for by the Trustee when they are deducted from pay
by the Employer.

. Employer normal contributions are accounted for in accordance with the Schedule of Contributions in force
during the year.

. Employer additional contributions are accounted for in accordance with the agreement under which they

are payable or, in the absence of an agreement, on a receipts basis.

o Pensions in payment are accounted for in the period to which they relate.

. Benefits are accounted for in the period in which the member naotifies the Trustee of his decision on the type
or amount of benefit to be taken, or if there is no member choice, on the date of retiring or leaving.

o Individual transfers in or out of the Scheme are accounted for when member liability is accepted or

discharged which is normally when the transfer amount is paid or received.

. Expenses are accounted for on an accruals basis.

. Investment management expenses are also accounted for on an accruals basis.

. Income from pooled investment vehicles is accounted for when declared by the fund manager.

. Income from cash and short term deposits is accounted for on an accruals basis.

o Receipts from annuity policies are accounted for as investment income on an accruals basis.

] 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. Thus, it is reported within “Change in
market value”.

o The change in market value of investments during the year comprises all increases and decreases in the
market value of investments held at any time during the year, including profits and losses realised on sales
of investments during the year.

o 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.
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3. Accounting policies (Cont)

J Annuities purchased by the Trustee which fully provide the benefits for certain members are not included as
assets of the Scheme as they are deemed not material. The cost of purchasing these annuities is reported

under benefits payable within the Fund Account.

. With profit insurance policies are reported at the policy value provided by the insurance company based on

the cumulative reversionary bonuses declared and the current terminal bonus.

4. Comparative disclosures for the Fund Account and Statement of Net Assets

Contributions and benefits
Employer contributions
Employee contributions
Total contributions

Transfers in
Other income

Benefits paid or payable

Payments to and on account of leavers
Administrative expenses

Other payments

Net (withdrawals) / additions from dealings with
members

Returns on investments

Investment income

Change in market value of investments
Investment management expenses

Net returns on investments

Net (decrease) / increase in the fund during the year

Net assets of the Scheme

At 1 April 2021

At 31 March 2022

www.barnett-waddingham.co.uk

Note

10
11

12
13
14

31 March 2022

Defined Defined

Benefit  Contribution
Section Section Total
£ £ £
3,291,592 2,173,195 5464,787
490,912 1,383,032 1,873,944
3,782,504 3,556,227 7,338,731
- 24,943 24,943
- 29,017 29,017
3,782,504 3,610,187 7,392,691
(6,405,846) (238,168) (6,644,014)
(59,436) (210,957) (270,393)
(570,977) (93,443) (664,420)
(34,786) (132,953) (167,739)
(7,071,045) (675,521) (7,746,566)
(3,288,541) 2,934,666 (353,875)
11,730,210 - 11,730,210
(9,063,312) 1,559,571 (7,503,741)
(506,211) (109,821) (616,032)
2,160,687 1,449,750 3,610,437
(1,127,854) 4,384,416 3,256,562
234,731,069 21,831,535 256,562,604
233,603,215 26,215,951 259,819,166
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4, Comparative disclosures for the Fund Account and Statement of Net Assets (Cont)

Investment assets:

Pooled investment vehicles
Cash in transit

AVC investments

Total net investments

Current assets

Current liabilities

Net assets of the Scheme at 31 March 2022
available for benefits

5. Contributions

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions

www.barnett-waddingham.co.uk

Note 31 March 2022
Defined Defined
Benefit Contribution
Section Section Total
£ £ f
16 231,155,240 25,896,394 257,051,634
13 - 51,453 51,453
17 836,767 - 836,767
231,992,007 25,947,847 257,939,854
21 1,796,802 343,256 2,140,058
22 (185,594) (75,152) (260,746)
233,603,215 26,215,951 259,819,166
2023
Defined Defined
Benefit Contribution
Section Section Total
£ £ £
1,928,696 2,437,634 4,366,330
1,361,304 - 1,361,304
- 17,610 17,610
3,290,000 2,455,244 5,745,244
414,368 1,376,101 1,790,469
59,174 69,484 128,658
473,542 1,445,585 1,919,127
3,763,542 3,900,829 7,664,371
2022
2,043,883 2,156,794 4,200,677
1,246,117 - 1,246,117
1,592 16,401 17,993
3,291,592 2,173,195 5,464,787
439,325 1,290,994 1,730,319
51,587 92,038 143,625
490,912 1,383,032 1,873,944
3,782,504 3,556,227 7,338,731
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5. Contributions (Cont)

Salary sacrifice contributions have been included within employee normal contributions.

Total employer contributions of £3.29m per annum are being paid to the DB Section of the Scheme until 31 March
2028 in accordance with a Recovery Plan to improve the Scheme’s funding position. These contributions comprise
normal contributions for active DB members, the provision of death in service benefits, the expenses of
administering the Scheme (including PPF levies) and deficit shortfall contributions.

6. Transfers in

Individual transfers in from other schemes

Individual transfers in from other schemes

7. Other income

Claims on term insurance policies

Claims on term insurance policies

8. Benefits paid or payable

Pensions
Commutations and lump sum retirement benefits
Lump sum death benefits

Pensions
Commutations and lump sum retirement benefits
Lump sum death benefits

www.barnett-waddingham.co.uk

2023
Defined Defined
Benefit Contribution
Section Section Total
f £ £
- 112,443 112,443
2022
= 24,943 24,943
2023
Defined Defined
Benefit Contribution
Section Section Total
£ f £
114,459 113,858 228,317
2022
- 29,017 29,017
2023
Defined Defined
Benefit Contribution
Section Section Total
f f £
5,320,387 - 5,320,387
1,252,192 249,606 1,501,798
29,104 174,695 203,799
6,601,683 424,301 7,025,984
2022
5,076,711 - 5,076,711
1,310,395 205,244 1,515,639
18,740 32,924 51,664
6,405,846 238,168 6,644,014
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9. Payments to and on account of leavers

Refunds to members leaving service
individual transfers to other schemes

Refunds to members leaving service
Individual transfers to other schemes

10.  Administrative expenses

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
PPF Levy

Miscellaneous

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
PPF Levy

Miscellaneous

The Scheme bears all other costs of administration.
Department were £94,440 (2022: £38,700).

www.barnett-waddingham.co.uk

2023

Defined Defined

Benefit Contribution
Section Section Total
£ £ £
- 5,135 5,135
355,437 378,508 733,945
355,437 383,643 739,080

2022
- 6,133 6,133
59,436 204,824 264,260
59,436 210,957 270,393

2023

Defined Defined

Benefit Contribution
Section Section Total
£ £ £
262,834 109,662 372,496
174,472 - 174,472
15,960 15,960 31,920
38,999 28,357 67,356
89,832 - 89,832
3,968 2,665 6,633
586,065 156,644 742,709

2022
253,948 53,910 307,858
221,127 - 221,127
12,300 12,300 24,600
8,058 18,802 26,860
71,219 8,358 79,577
4,325 73 4,398
570,977 93,443 664,420

The administration fees payable to the University's HR
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1. Other payments

2023
Defined Defined
Benefit Contribution
Section Section Total
£ f £
Premiums on term insurance policies 18,044 71,772 89,816
2022
Premiums on term insurance policies 34,786 132,953 167,739

A policy was held with Aviva Life & Pensions UK Ltd to cover the Scheme against lump sum payments in the event
of a member’s death during service until August 2022, when the policy moved to Unum Limited.

12.  Investment income

2023

Defined Defined

Benefit Contribution
Section Section Total
£ £ £
Income from pooled investment vehicles 7,884,753 - 7,884,753
Annuity income 56,430 - 56,430
Currency gain / (loss) 85,111 e 85,111
Interest on cash deposits 4975 264 5,239
8,031,269 264 8,031,533

2022
Income from pooled investment vehicles 11,768,551 - 11,768,551
Annuity income 57,180 - 57,180
Currency gain / (loss) (95,521) - (95,521)
Interest on cash deposits = = =
11,730,210 - 11,730,210
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13.  Reconciliation of investments

Pooled investment vehicles
AVC investments

Cash in transit

Pooled investment vehicles
Cash in transit

Value at Change in Value at

31 March Purchases Sales market 31 March
2022 at cost proceeds value 2023

£ £ £ £ f
231,155,240 274,225,077 (274,307,114) (64,666,142) 166,407,061
836,767 59,174 (104,059) (4,279) 787,603
231,992,007 274,225,077 (274,411,173) (64,670,421) 167,194,664
- 3,700,000
231,992,007 170,894,664
25,896,394 27,102,293 (24,089,274) (893,168) 28,016,245
51,453 -
25,947,847 198,910,909

Indirect costs are incurred through the bid-offer spread on investments within pooled investment vehicles and
charges made within those vehicles. The amount of indirect costs is not separately provided to the Scheme.

The Defined Contribution Section investments purchased by the Scheme are allocated to provide benefits to the
individuals on whose behalf corresponding contributions are paid. The investment manager holds the investment
units on a pooled basis for the Trustee. The Scheme administrator allocates investment units to members. The
Trustee may hold investment units representing the value of employer contributions that have been retained by
the Scheme that relate to members leaving the Scheme prior to vesting. Defined contribution assets are allocated
to members and the Trustee as follows:

2023 2022
f £
Members 27,659,929 25,382,490
Trustee 356,316 513,904
28,016,245 25,896,394
14.  Investment management expenses
2023
Defined Defined
Benefit Contribution
Section Section Total
3 £ £
Administration, management and custody 153,586 104,013 257,599
Advisory 374,330 3,841 378,171
527,916 107,854 635,770
2022
Administration, management and custody 162,947 103,531 266,478
Advisory 343,264 6,290 349,554
506,211 109,821 616,032
www.barnett-waddingham.co.uk
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15.  Taxation

The Scheme is a registered pension scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is therefore
exempt from income tax and capital gains tax.

16.  Pooled investment vehicles

The Scheme’s investments in pooled investment vehicles at the year-end comprised:

2023 2022

£ £

Equities 51,709,722 51,036,282
Bonds 31,118,447 33,405,617
LDI 63,248,611 81,202,356
Cash 2,634,609 24,880,888
Multi-Asset 15,869,871 33,901,741
Property 1,825,801 6,712,079
Hedge funds = 15,277
166,407,061 231,154,240

Multi-Asset 25,329,401 22,939,856
Bonds 1,197,724 1,527,491
Equities 1,164,425 1,146,288
Cash 324,695 282,759
28,016,245 25,896,394

The Multi-Asset funds hold a variety of investments including equities, bonds, derivatives and commodities.

17. Defined Benefit Section AVC investments

The Trustee holds assets invested separately from the main Defined Benefit Section investments to secure additional
benefits on a money purchase basis for those Defined Benefit Section members electing to pay Additional Voluntary
Contributions. Members participating in this arrangement each receive an annual statement made up to the
Scheme year end confirming the amounts held to their account and the movements in the year. The aggregate
amounts of AVC investments are as follows:

2023 2022
£ £
Prudential Assurance Company Ltd - with-profits insurance policy 787,603 836,767

www_barnett-waddingham.co.uk
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18.  Fair value determination

The fair value of financial instruments has been estimated 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.

The Scheme's investment assets have been fair valued using the above hierarchy levels as follows:

As at 31 March 2023

Level 1 Level 2 Level 3 Total

£ £ £ £

Pooled investment vehicles 2,634,609 159,953,879 3,818,573 166,407,061

AVC investments - - 787,603 787,603

Cash in transit 3,700,000 - - 3,700,000

6,334,609 159,953,879 4,606,176 170,894,664

Pooled investment vehicles - 28,016,245 28,016,245

6,334,609 187,970,124 4,606,176 198,910,909

As at 31 March 2022

Level 1 Level 2 Level 3 Total

£ £ £ £

Pooled investment vehicles 24,880,888 195,883,218 10,391,134 231,155,240

AVC investments - - 836,767 836,767

Cash in transit - - - -

24,880,888 195,883,218 11,227,901 231,992,007

Pooled investment vehicles 51,453 25,896,394 - 25,947,847

24,932,341 221,779,612 11,227,901 257,939,854

www.barnett-waddingham.co.uk
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19. Investment risk disclosures

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by FRS
102 as follows:

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.

Market risk: this comprises currency risk, interest rate risk and other price risk.

e 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.

e Interest rate 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.

e  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.

The Scheme has exposure to these risks because of the investments it makes to implement its investment strategy.
The Trustee manages investment risks, including credit risk and market risk, within agreed risk limits which are set
taking into account the Scheme's strategic investment objectives.

The Trustee’s risk management policy is documented in the Statement of Investment Principles. These investment
objectives and risk limits are implemented through the agreements in place with the Scheme’s DCIO and monitored
by the Trustee through its reviews of the investment portfolio.

Further information on the Trustee's approach to risk management and the Scheme’s exposures to credit and
market risks are set out below.

(i) Credit risk
The Scheme is subject to credit risk in three ways:

1. By investing in pooled investment vehicles, the Scheme is directly exposed to credit risk in relation to
units (or equivalent) held in the pooled investment vehicles

2. The Scheme is also indirectly exposed to credit risks arising on the financial instruments held by the
pooled investment vehicles, such as bonds and swaps.

3. By holding cash balances in a bank account.

Direct credit risk arising from pooled 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.

www,barnett-waddingham.co.uk
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19. Investment risk disclosures (Cont)

A summary of the legal structure of the pooled investment vehicles held by the Scheme is shown below:

Legal structure 2023 2022
£m fm
Open-ended investment company (OEIC) 38 94
Société d'investissement a Capital Variable (SICAV) 49 6.2
Irish Collective Asset-management Vehicle (ICAV) 63.2 83.2
Qualifying Investor Alternative Investment Fund (QIAIF) 48.0 334
Unit Linked Insurance Contracts 13.6 36.3
Investment Company with Variable Capital (ICVC) 0.8 64
Trust Company 3.7 1.0
Undertakings for the Collective Investment in Transferable Securities (UCITs) 2.6 24.9
Common Contractual Funds (CCF) 284 304
Cayman Islands Exempted Company 1.1 =
Total 170.1 231.2

There are specific limits in the Fiduciary Management Agreement with Towers Watson Ltd on maximum allocations
to single manager pooled vehicles:

- A maximum of 25% of assets in any fund investing primarily in cash, investment grade bonds and
liability hedging instruments

- A maximum of 20% of assets in any other collective investment schemes.

As DCIO, Towers Watson Ltd carries out due diligence checks on the appointment of new pooled investment
managers and monitors incumbent managers on an ongoing basis, in particular where there are any changes to
the regulatory and operating environment of the pooled manager.

Credit risk arising on bonds within a pooled investment vehicle is mitigated by investing predominantly in
government bonds where the credit risk is minimal, or corporate bonds which are rated at least investment grade.
The Scheme also invests in non-investment grade bond pooled investment vehicles. This risk is managed by
restrictions set in underlying manager documentation which aims to diversify the portfolio to minimise the impact
of default by any one issuer.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter (OTC).
The Scheme holds pooled investment vehicles that invest in government bonds, OTC derivative contracts (e.g.
Repurchase agreements, Interest rate swaps, inflation swaps and options contracts) and cash. These funds fulfil a
specific purpose in the Scheme’s investment strategy, which is either to match the characteristics of the Scheme's
liabilities (Liability Driven Investments) or provide the Scheme with protection in a downside market event
(Downside Risk Hedging). These investments are also discussed under interest rate risk.

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 the manager ensuring there is sufficient
collateral arrangements in place and diversification of counterparties.

Cash is held within financial institutions which are at least investment grade credit rated.

The DCIO is not permitted to participate in any securities lending on behalf of the Scheme except where lending
takes place inside a pooled fund or through repurchase agreements as discussed above.

www.barnett-waddingham.co.uk
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19. Investment risk disclosures {Cont)

A summary of the investments subject to direct credit risk is shown in the table below:

Asset category Investment grade Un-rated Total
Return - seeking (£m) (Em) (Em)
Pooled investment vehicles - 75.0 75.0
Liability matching (£m) (£m) (£m)
Pooled investment vehicles - 88.8 838.8
Cash 2.6 - 2.6

Total Scheme 2.6 163.8 166.4

A summary of the investments subject to indirect credit risk is shown in the table below:

Asset category Investment grade Non-investment grade Total
Return - seeking (£m) (£m) (£m)
Pooled investment vehicles 11.4 8.7 20.1

Liability matching (£m) (£m) (£m)
Pooled investment vehicles 88.8 - 88.8
Cash 2.6 - 2.6

Total Scheme 102.8 8.7 1115

(i) Currency risk

The Scheme is subject to currency risk because some of the Scheme’s investments are held in overseas markets via
pooled investment vehicles. The Trustee limits overseas currency exposure by imposing a minimum allocation to
Sterling of 50% within the Fiduciary Management Agreement.

(iii) Interest rate risk

The Scheme is subject to interest rate risk through its credit holdings, the Downside Risk Hedging and on the
Liability Driven Investments (LDI) which comprises government bonds, cash, interest rate swaps, inflation swaps and
repurchase agreements held in pooled vehicles. The purpose of the Scheme's LDI investments is to match the
interest rate (and inflation) sensitivity of the Scheme’s liabilities. Therefore when considering the Scheme’s liabilities,
these investments are risk reducing.

As at 31 March 2023, the capital allocated to the LDI represented ¢.36% of the total investment portfolio based on
the fair value of the investments.
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19.  Investment risk disciosures (Cont)
(iv) Other price risk

Other price risk arises principally in relation to the Scheme's return seeking portfolio which includes indirect
investment in properties and other alternative investments via pooled vehicles. The Scheme manages this exposure
to other price risk by constructing a diverse portfolio of investments across various markets.

Asset Class Credit Risk Market Risk
Indirect Direct i Interest rate Other
FX risk X .
risk price risk
Equities = v v - v
Credit \ v v v v
Property e v - v v
Listed infrastructure . v v 5 v
Diversifying strategies - v v - v
Protection strategies v v v v v
Liability Driven Investments (High v p ) . )

quality bonds and cash equivalents)
Cash 4 v - -

The Trustee's objective is to make available to members of the Scheme an appropriate range of investment options
designed to generate income and capital growth, which together with new contributions from members and their
Employer, will provide a retirement amount. The SIP outlines the investment objectives and strategy for the Defined
Contribution (DC) assets of the Scheme.

The investment funds offered to members are white label funds provided by the investment provider as follows:

o Equity
e Bonds
e (Cash

¢ Multi-assets
The Trustee has an investment management agreement in place with investment providers that sets out guidelines
for the underlying investments held by the funds. The day to day management of the funds is the responsibility of
the investment provider, including the direct management of credit and market risks. The investment provider may
then itself delegate that responsibility to other providers. The Trustee monitors the underlying risks by quarterly
investment reviews of the investment provider.

(i) Credit risk

The DC Section is exposed to credit risk through its holding in units of the funds provided by Zurich Assurance
Limited. The investment provider is regulated by the Financial Conduct Authority and maintains separate funds for
its policy holders. The Trustee monitors the credit worthiness of the investment provider from time to time. The
investment providers invest all the Scheme’s funds in its own investment unit linked funds. In the event of default
by the investment provider the Scheme is protected by the Financial Services Compensation Scheme. The DC
section is also subject to indirect credit and market risk arising from the underlying investments held in the white
label funds. Member level risk exposures will be dependent on the funds invested in by members. At the Scheme
year-end, bond and cash funds were exposed to underlying credit risk. The Trustee only invests in funds where the
financial instruments and all counterparties are at least investment grade.
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19. Investment risk disclosures (Cont)

(ii) Market risk

The Scheme's DC Section is subject to indirect interest rate and other price risk arising from the underlying financial
instruments held in the funds managed by the investment provider.

¢ The equity fund is exposed to other price risk.
e The bond fund is exposed to interest rate risk.
e The cash fund is exposed to other price risk.

e The multi asset fund is exposed to interest rate and other price risk.

20. Concentration of investments

The following investments each account for more than 5% of the Scheme's net assets at the year-end:

Towers Watson LDI Solutions Plus ICAV
Towers Watson Secure Income Fund

Insight Liquidity Fund

Insight LDI Solutions Plus Long Fixed Fund
GPDK Robeco Global Sustainable

Scottish Widows Passive Multi-Asset IV CS1
Insight LDI Solutions Plus Short Real Fund
Towers Watson Diversifying Strategy Fund USD
Insight Liquidity holding Class 2 Shares Fund
Scottish Widows Pension Portfolio Two CS7
AMX Feeder AXA Long Sterling Dist B shares GBP

21.  Current assets

Contributions due from employer in respect of:
Employers
Employees

Other debtors

Prepayments

Cash balances

www.barnett-waddingham.co.uk

2023 2022
£ % £ %
- - 37,572,338 145
28,355,952 141 30,421,435 117
- - 24,880,877 96
18,310,550 9.1 21,612,778 83
- - 15,780,185 6.1
- - 13,928,717 54
29,882,650 149 13,570,676 52
- - 13,079,476 5.0
12,940,208 6.4 - -
19,023,792 9.5 - -
26,965,075 134 - -
2023
Defined Defined
Benefit Contribution
Section Section Total
£ £ £
274,167 219,804 493,971
35,639 138,758 174,397
8,581 - 8,581
433,961 - 433,961
1,324,897 80,641 1,405,538
2,077,245 439,203 2,516,448
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21.  Current assets (cont)

2022

Contributions due from employer in respect of:
Employers 274,167 161,789 435,956
Employees 35,538 159,740 195,278
Other debtors 8,581 2,656 11,237
Due from DC Section 31,957 - 31,957
Cash balances 1,446,559 19,071 1,465,630
1,796,802 343,256 2,140,058

Contributions due to the Scheme at the year-end have been paid subsequent to the year-end in accordance with
the Schedule of Contributions.

Included in the DC Section bank balance is £6,098 (2022: £8,395) which is not allocated to members.

22. Current liabilities

2023
Defined Defined
Benefit Contribution
Section Section Total
£ £ £
Unpaid benefits (113,761) (78,372) (192,133)
Accrued expenses (156,395) (19,947) (176,342)
(270,156) (98,319) (368,475)
2022
Unpaid benefits (80,225) (53,780) (134,005)
Accrued expenses (105,369) (21,372) (126,741)
(185,594) (75,152) (260,746)
23. Transfers between sections
2023
Defined Defined
Benefit Contribution
Section Section Total
£ £ £
Reclassification of assets from DC to DB (51,166) 51,166 -
2022

Reclassification of assets from DB to DC - - -

The transfer of assets relates to DC benefits partially funded by the DB section in the year.
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24. Related party transactions

The Scheme has received contributions in respect of Trustee Directors (Quentin Compton-Bishop & Jennifer Davies)
who are contributing Members of the Scheme. These transactions are made in accordance with the Scheme Rules.

Transactions with related parties of the Scheme have been disclosed in the Annual Report as follows:
e  Contributions receivable from the Employer are disclosed in note 5.

e The Scheme is administered by the Employer's HR department and the fees payable are included in note
10 under Administration expenses.

25. Employer-related investments
There were no direct employer-related investments at the year-end.

Contributions are normally received by the Trustee in the subsequent month to that in which they are due. Under
the accruals basis of accounting, these contributions are therefore shown as outstanding. However, as the
contributions were received in line with the Schedule of Contributions after the year end, they do not become
employer-related investments.

26.  GMP equalisation

As explained on page 7 in the Trustee’s Report, on 26 October 2018, the High Court handed down a judgement
involving the Lloyds Banking Group's defined benefit pension schemes. The judgement concluded the schemes
should be amended to equalise pension benefits for men and women in relation to guaranteed minimum pension
benefits. The issues determined by the judgement arise in relation to many other defined benefit pension schemes.

The Trustee of the Scheme is aware that the issue will affect the Scheme and has formed a Data and GMP sub-
committee and held meetings with its advisers to consider this further. Given the complexity of the topic it is still
reviewing the data and options available.

On 20 November 2020, the High Court handed down a further judgment on the GMP equalisation case in relation
to the Lloyds banking group pension schemes. This follows from the original judgment in October 2018 which
confirmed that schemes need to equalise pensions for the effect of unequal GMPs between males and females. This
latest judgment confirms that Defined Benefit schemes which provide GMPs need to revisit and where necessary
top up historic Cash Equivalent Transfer Values that were calculated based on unequalised benefits. The issues
determined by the judgment arise in relation to many other defined benefit pension schemes. The Scheme has
experienced historical transfers out which will be subject to adjustment as a result of this second ruling. The Trustee
will be considering this at a future meeting and decisions will be made as to the next steps. Any adjustments
necessary will be recognised in the financial statements in future years. At the date of signing these financial
statements, it is not possible to estimate the value of any such adjustments at this time.
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Certificate of Adequacy of Contributions

Actuarial Certification of Schedule of Contributions

Mame of Scheme The University of Warwick Pension Scheme

Fffective date of valuation 31 March 2022

Adequacy of rates of contributions

Pnereby certify that, in my opinion, the rates of contributions shown in this Scheduie of Contributions are
such that the Statutory Funiging Objective couid have been expected on 21 March 2022 to be met by the
end of the period specified in the recovery plan dated 23 March 2023.

Adbherence to Statement of Funding Principles

hereby certify that, in my opinion, the Schedule of Contributions dated 23 March 20232 13 consistent with
the Statement of Funding Frincinles dated 23 March 2023,

The cerification of the agaguacy of the rates of contnbutions for the purpose of sscuring that the
Statulory Funding Objective can be expectad ta be mat is not a certification of their adequacy for the
purpose of secunng the Scheme's liabllities by the purchase of annuities, iIf the Scheme were wound up.

7 Mide s o F202 5
Signature Date: ..L 2.0 St oS v
5 Wellington Place
Paul Fishleigh Wellington Street
Fellow of the Institute and Faculty of Actuaries Leeds
Towers Watson Limited, a WTW company LS1 4AP
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Schedule of Contributions

The University of Warwick Pension Scheme
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Section 1: Introduction and summary

This document is the Defined Benefit (“DB") Annual Implementation Statement (“the Statement”), prepared
by the Trustee of The University of Warwick Pension Scheme (the “Scheme”), corresponding to the Scheme's
DB Statement of Investment Principles (“SIP"), and covering the year from 1 April 2022 to 31 March 2023
(“the Scheme Year").

The purpose of this Statement is to:

* Detail any reviews of the SIP the Trustee undertook over the Scheme Year, including the reasons for
any changes made to the SIP over the year — see Section 2.

¢ Set out the extent to which, in the opinion of the Trustee, the Scheme’s SIP required under section 35
of the Pensions Act 1995 was followed during the Scheme Year - see Section 3. In summary, the Trustee
considers that all the SIP policies and principles were adhered to during the year.

» Describe the voting behaviour by, or on behalf of, the Trustee over the Scheme Year — see Section 4.

A copy of this Statement will be made available on the following website:
https://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pensions

[ups

The Scheme makes use of a wide range of investments; therefore, the principles and policies in the SIP are
intended to be applied in aggregate and proportionately, focusing on areas of maximum impact. The
Trustee confirms that the investments which the Scheme holds were chosen in line with the requirements
of section 36 of the Pensions Act 1995.

To ensure that investment policies set out in the SIP are taken by persons or organisations with the skills,
information and resources necessary to take them effectively, the Trustee delegates some responsibilities
to the Investment Sub Committee ("ISC") and the Delegated Chief Investment Officer (“DCIO”). These
responsibilities are set out in more detail in the SIP, but are mainly:

e ISC: Assisting the Trustee in developing an appropriate overall investment strategy (return target and
risk budget) and the ongoing monitoring of the investment strategy and the activity and performance
of the DCIO.

» DCIO: The Trustee has appointed a DCIO, Towers Watson Limited, to manage the Scheme's assets. The
Trustee has set the DCIO specific objectives and parameters within a bespoke Fiduciary Management
Agreement, including the Scheme’s investment objectives and asset allocation limits. The Trustee
believes in diversification and the Scheme'’s portfolio is built using a diverse range of return-seeking
and cashflow matching assets, as well as a dedicated allocation to liability driven investments which
seek to match the sensitivity of the Scheme’s liabilities to inflation and interest rates. The DCIO is
responsible for implementing the Trustee’s agreed investment strategy, determining the asset
allocation, selecting and de-selecting investment managers and reflecting Sustainable Investment (*SI")
considerations throughout the investment process. The DCIO considers the policies and principles set
out in the Trustee’s SIP in addition to the specific Fiduciary Management investment guidelines set by
the Trustee.

The Trustee considers that all SIP policies and principles were adhered to during the year.
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Section 2: SIP reviews/changes over the year

The version of the SIP in place at the start of the Scheme Year was dated April 2022. The SIP was reviewed
by the Trustee at the end of the previous Scheme year, with minor changes made to the SIP in relation to
the Trustee's responsible investing, stewardship and sustainability policy.
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Section 3: Adherence to the SIP

Below sets out the actions the Trustee has taken over the Scheme Year to adhere to the policies in the SIP
and the ongoing monitoring of the policies as they are set out in the SIP.

Section 1: Introduction

This section provides the relevant introductory and background comments rather than setting out any
policies.

Section 2: Division of responsibilities

This section primarily sets out the investment governance structure and responsibilities of the key parties
in relation to the investment strategy and ongoing management of the Scheme’s investments. Over the
Scheme Year the Trustee;

e Held 3 ISC meetings - the topics covered include:
o Review and consideration of an unconstrained approach to the return seeking portfolio
o Updates on the impact of UK gilt market volatility on the Scheme and liability hedging
arrangements
Updates on the impact of high inflation on the Scheme
An in-depth sustainable investment review
Review of investment consultant DB objectives
Cost and charges reporting
Portfolio turnover reporting

O O O O O

e Held 4 Trustee meetings and received updates from the DCIO and Scheme Actuary on the investment
performance, progression of the Scheme’s funding position and the outcomes from the ISC meetings.

e Received training on the following topics:

Inflation scenario analysis

LDI coliateral management

Setting assumptions for the actuarial valuation as at 31 March 2022

Consultations on the new Defined Benefit funding regime and associated Code of Practice
The impact of high inflation on the application of member option terms

The Pension Regulator’s annual DB funding statement

Bulk annuity transactions

Scheme governance and the new Single Code of Practice.

o 0 0O 0 O O O O

» Evaluated the performance of the DCIO against the objectives set and its broader performance as DCIO
and concluded that it had met all of the objectives and had performed to a satisfactory standard.

The DCIO monitored the Scheme’s underlying investment managers and Global Custodian and
Performance Measurer on an ongoing basis.
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Section 3: Long-term objectives and investment strategy

The Trustee has received advice on an investment strategy aimed at maximising the chances of
achieving its objectives. The investment strategy was last formally reviewed in 2020, following the 2019
triennial actuarial valuation, and is next due to be reviewed in 2023.

On a quarterly basis, the Trustee reviewed the Scheme’s portfolio and performance of the DCIO via
quarterly investment reports and updates from the DCIO covering:

Commentary on performance and portfolio changes

Performance of the underlying assets

Funding position of the Scheme

Risk and return statistics of the portfolio

Asset allocation

The DCIO's adherence to the investment guidelines set by the Trustee (No breaches were reported
during the year).

o ¢ O O O O

In order to ensure appropriate incentivisation and alignment of decision-making between the Trustee
and the DCIO, the DCIO is subject to a number of obligations set out in its contractual arrangements
with the Trustee and the DCIO is aware of and gives effect to the principles set out in the Trustee’s SIP.
The DCIO acted in accordance with these obligations throughout the year.

The Trustee’s investment strategy seeks to outperform a benchmark based on a projection of the
Scheme’s liability cashflows. The liability benchmark is updated following each actuarial valuation, and
when there is any significant change to the structure of the Scheme’s liabilities. The benchmark was last
updated following the actuarial valuation in 2019.

The DCIO monitored and reported on the Scheme’s investments and managers on a regular basis to
ensure that the investment strategy remained consistent with the Scheme’s objectives.

The DCIO monitored and reported on manager performance relative to an appropriate market
benchmark where one was available or an appropriate return objective where a market benchmark was
not available. In addition, the DCIO assessed the performance of the Scheme’s investment managers
relative to peers and in the context of the prevailing market environment.

The Trustee has implemented a dynamic risk management framework whereby the Scheme’s funding
position is monitored relative to agreed upside and downside triggers which are used to indicate if the
Scheme is sufficiently ahead of or behind the journey plan to warrant reviewing or changing the
Scheme's investment strategy. On a daily basis, using its proprietary software, Asset Liability Suite, the
DCIO tracked an estimate of the Scheme’s funding level relative to the Journey Plan and upside and
downside triggers. Following the conclusion of the 2022 Actuarial Valuation in March 2023, the
Scheme's funding level exceeded the upside trigger which resulted in the Trustee agreeing to de-risk
the portfolio target return, as per the default dynamic risk management framework, from gilts + 1.5%
p.a.to gilts + 1.3% p.a.

The Trustee believes in diversification and the Scheme's portfolio is built using a diverse range of return-
seeking and cashflow matching assets, as well as a dedicated allocation to liability driven investments
which seek to match the sensitivity of the Scheme's liabilities to inflation and interest rates, in line with
the policies set out in the SIP. Throughout the year, implementation of this strategy including the
realisation of investments was delegated to the DCIO who managed the balance of these investments.
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The DCIO acted within guidelines set by the Trustee including asset allocation, manager and

geographical diversification, and foreign currency exposure. In May 2022, the following changes were

made to the guidelines:

o Increased the maximum allocation to Secure Income Assets and assets that are not realisable within
1 year in order to further evolve the portfolio towards more cashflow matching assets, consistent
with the long term strategic objective.

The Trustee considers that the balance of investments held and the approach to managing risk is in the
best interests of members in order to mitigate downside risk to the funding position of the Scheme
whilst helping the Scheme to achieve its ultimate objective over an appropriate time horizon.

Section 4: Other investment policies

As set out above, the Trustee has delegated responsibility to the DCIO (within agreed investment guidelines
and in accordance with the Trustee’s SIP) to implement the Trustee’s agreed investment strategy, including
making certain decisions about investments in compliance with Sections 34 and 36 of the Pensions Act
1995. As such the DCIO is also responsible for:

Choosing investments — including the selection and deselection of investments, and the ongoing
management of relationships with asset managers.

Sustainable and responsible investment —i.e. how Environmental, Social and Governance ("ESG”) factors
are allowed for in the portfolio in terms of both capital allocation and stewardship.

Managing portfolio liquidity relative to the Scheme’s requirements.

Choosing investments

The DCIO considered past performance as one of several inputs into the assessment of investment
managers, which relies predominantly on research views based on a range of qualitative and
quantitative factors, including the consideration of SI/ESG factors as outlined below. Whilst there were
some changes to the underlying investment managers, no managers were terminated based on short
term performance alone. Consistent with the Scheme'’s long investment time horizon, the Trustee seeks
to be a long-term investor and the DCIO has appointed managers (in the majority of cases) with the
expectation of a long-term relationship. This in turn allows investment managers to take a longer-term
approach to investing, including engagement with issuers of debt and equity, with a view to improving
investment outcomes over the long term. As at the end of the year, the Scheme was invested in 18
investment funds and the average tenure of the Trustee’s investments in these funds was 5 years.

As part of its manager selection and ongoing oversight processes, the DCIO considers the level of fees
and the type of fee structures used by each manager (including a consideration of the alignment of
interests created by certain fee structures). The DCIO considers a number of factors including the asset
class / investment strategy, the way in which the strategy is implemented (e.g. active management or
passive benchmark tracking), and fee benchmarking relative to peers. The majority of the Scheme’s
investment managers were paid an ad valorem fee, in line with normal market practice, for a given
scope of services which includes consideration of long-term factors and engagement. The exceptions
to this were in Secure Income Assets (SIAs) and Downside Risk Hedging assets, where some of the
underlying managers' remuneration was partly based on performance over an appropriate time
horizon. The use of performance fees for these types of investments (where manager skill is a key driver
of expected returns) is quite common. The Trustee and DCIO recognise the incentives created by such
fee structures and are comfortable with them given the highly active nature of these individual

www.barnett-waddingham,co.uk

RESTRICTED 53



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023
Implementation Statement (Cont)

DB Section (Cont)

strategies, and in the context of the Scheme’s wider investment portfolio where the aggregate use of
these fee structures is limited.

e During the Scheme Year, the DCIO reviewed and reported to the Trustee on the total fees and costs
incurred by the Scheme through its investments. As part of its review and reporting on the Scheme'’s
costs, the DCIO also reported to the Trustee on the costs associated with portfolio turnover, including
a consideration of whether experienced turnover within investment strategies was consistent with the
individual manager’s expectations and within the Fiduciary Manager's expectations given its knowledge
and understanding of the asset class and peers. The Trustee and DCIO were comfortable that portfolio
costs and level of portfolio turnover were consistent with expectations relative to the underlying
investments.

e The DCIO is also responsible for managing the sustainability of the portfolio and how ESG factors are
allowed for in the portfolio. The Trustee's view is that ESG factors can have a significant impact on
investment returns, particularly over the long-term. As a result, the Trustee believes that the
incorporation of ESG factors is in the best long-term financial interests of its members. The Trustee has
appointed the DCIO who shares this view and has fully embedded the consideration of ESG factors in
its processes. The Trustee incorporates an assessment of the DCIO's performance in this area as part of
its overall assessment of the DCIO’s performance.

e The DCIO’s process for selecting, monitoring and de-selecting managers explicitly and formally includes
an assessment of a manager’s approach to Sl (recognising that the degree to which these factors are
relevant to any given strategy is a function of time horizon, investment style, philosophy and
exposures). Where ESG factors are considered to be particularly influential to outcomes, the DCIO
engages with investment managers to improve their processes. Some examples of the impact these
policies have had on the portfolio are disclosed in the next section.

Responsible investing, stewardship and sustainability

e In March 2023, the 1SC carried out a detailed review of the DCIO’s approach to Environmental,
Social and Governance (“ESG"} issues and how these are being incorporated by the DCIO into the
portfolio. The review included:

A review of the Trustee’s current Sl policy to ensure it remains appropriate
Overview of updated regulations/guidance in relation to trustee stewardship disclosures
How the DCIO integrates sustainability and ESG into its ongoing process, including manager
selection and research, portfolio construction and asset research
o An assessment of the underlying investment managers and how sustainability and ESG factors
are applied in the process for the managing of the assets. All of the Scheme’s applicable
mandates were rated either positive or neutral by the DCIO on ESG and stewardship metrics.
o An overview of the Scheme'’s portfolio holdings applying an ESG lens, including:
* How ESG considerations are explicitly integrated across the Scheme’s investments,
such as ESG factor tilts in the equity layer and investment into renewable energy in the
Secure Income Assets layer.
* A snapshot of the portfolio’s Sl credentials and exposures, including climate related
exposures in line with the recommendations of the Taskforce for Climate-related
Financial Disclosures.

e The ISC confirmed it was satisfied with the approach being taken by the DCIO on ESG and so was
aligned with the Trustee’s policies.
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e Over the Scheme Year the Trustee did not make any investment decisions based on non-financial
matters.

The Trustee expects that the annual communication to members regarding ESG and stewardship will be
addressed in the annual implementation statement. This document is a statutory report and will be
produced and published on an annual basis alongside the Scheme’s Annual Reports and Accounts.

Liquidity and realisation of investments

e As part of the investment guidelines, the Trustee has also set liquidity limits that the DCIO must adhere
to. The Trustee has a policy to ensure that the Scheme’s cashflow requirements can be readily met
without disrupting its investments.

e Throughout the Scheme Year, the DCIO regularly monitored the level of cash in the Scheme, and
cashflows into/out of the Scheme to ensure that there were sufficient assets in readily realisable
investments to meet the Scheme’s requirements without disrupting its investments, including during
the LDI crisis of September to October 2022.

* The Trustee monitored the liquidity of the Scheme’s portfolio and cashflows into and out of the Scheme
on a quarterly basis.

e The DCIO can make adjustments to the Scheme’s allocation to cash when necessary within guidelines
set by the Trustee.

Section 5: Risk management

Rather than setting out any policies, this section provides an overview of the broad range of risks recognised
by the Trustee, risks which could ultimately lead to the Scheme accumulating insufficient assets to finance
members benefits.

The Trustee has put in place an Integrated Risk Management Framework which seeks to identify, manage
and monitor risks which could negatively impact the Scheme's ability to meet its funding objectives. This
framework incorporates funding, covenant and investment factors and is ultimately used to help inform the
Scheme’s investment strategy. In relation to investment factors, the Trustee has identified a number of risks
which it seeks to manage and monitor, in conjunction with the DCIO. Solvency and mismatch risk,
investment manager risk, liquidity risk, and interest rate and inflation risks have been discussed above in
the relevant sections on investment strategy and investment managers. The DCIO reported to the Trustee
on each of these risks in meeting papers which were discussed at the Trustee’s quarterly meetings. The
Trustee also received an integrated investment and actuarial funding update on a quarterly basis at the
Trustee meetings.

In addition to these risks, the Trustee also seeks to measure and manage:

Currency risk: This was managed through the use of currency hedged share classes for relevant foreign
currency denominated investments by the DCIO, managing the overall foreign currency exposure in line
with the investment guidelines set by the Trustee. Throughout the year, the DCIO left a small proportion of
the Scheme’s foreign currency exposure unhedged for reasons of diversification and return generation. The
DCIO monitored the Scheme’s unhedged exposures on a regular basis and reported this to the Trustee as
part of its quarterly meeting papers.
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Custodial risk: Risk of the custodian becoming insolvent was addressed by investing in a diversified range
of reputable pooled funds which have been researched from an Operational Due Diligence perspective and
where the Scheme's assets are held by separate custodians appointed by the managers. In addition, any
uninvested cash was swept into a pooled cash fund at the custodian where the assets are held off the
custodian’s balance sheet. In addition, the DCIO’s specialist research team reviews the custodian on a
regular basis.

Political risk: Risk arising from political regimes and actions, particularly in less established/ more opaque
markets, was managed throughout the year by maintaining a well-diversified portfolio by geography and
managed within geographical constraints specified in the investment guidelines. The DCIO considers
political risk when determining whether to allocate capital to an investment and also in determining the
relative sizing of an investment.

Sponsor risk: The Trustee received regular updates from the Sponsor to assess the level of ability and
willingness of the Sponsor to support the continuation of contributions to the Scheme.

4: Voting and engagement

The Trustee has delegated the day to day ESG integration and stewardship activities (including voting and
engagement) to its investment managers. The Trustee has not set any specific guidelines around manager
voting.

The Scheme is invested across a diverse range of asset classes which carry different ownership rights, for
example fixed income whereby these holdings do not have voting rights attached. Therefore, voting
information was requested from the Scheme’s equity and listed real assets managers (as here there is a
right to vote as an ultimate owner of a stock) across the following five pooled funds:

e Adaptive capped ESG equity (LGIM)
e Multi-Factor equity (LGIM)

o Listed global prime property (LGIM)
e Listed infrastructure (LGIM)

e China A shares equity (FSSA)

Legal & General Investment Management (“"LGIM”)

The DCIO's view is that LGIM continues to demonstrate good practice vs. peers. In the past, LGIM has
displayed a willingness to take visible stances on topics they believe are important. This is supported by an
effective approach to conflict management, high transparency, and effective communications. Some of
LGIM's strengths in this area are displayed publicly through its climate impact pledge program and through
leading collaborative engagement efforts. However, the DCIO continues to engage with LGIM on the level
of stewardship team resourcing as well as pushing for better/more effective fixed income engagement.

LGIM's Investment Stewardship team uses Institutional Shareholder Services' (ISS) 'ProxyExchange’
electronic voting platform to electronically vote clients’ shares. All voting decisions are made by LGIM which
does not outsource any part of their strategic decisions. LGIM's use of ISS recommendations is purely to
augment their own research and proprietary ESG assessment tools. The LGIM Investment Stewardship team
also uses the research reports of Institutional Voting Information Services (IVIS) to supplement the research
reports that they receive from ISS for UK companies when making specific voting decisions.
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To ensure LGIM's proxy provider votes in accordance with their position on ESG, they have put in place a
custom voting policy with specific voting instructions. These instructions apply to all markets globally and
seek to uphold what the DCIO considers are minimum best practice standards which it believes all
companies globally should observe, irrespective of local regulation or practice.

LGIM retain the ability in all markets to override any vote decisions, which are based on their custom voting
policy. This may happen where engagement with a specific company has provided additional information
(for example from direct engagement, or explanation in the annual report) that allows LGIM to apply a
qualitative overlay to their voting judgement. LGIM have strict monitoring controls to ensure votes are fully
and effectively executed in accordance with LGIM's voting policies by their service provider. This includes a
regular manual check of the votes input into the platform, and an electronic alert service to inform LGIM of
rejected votes which require further action.

FSSA Investment Managers (“FSSA”)

Corporate engagement and asset stewardship are a key part of the investment process for FSSA and has
been a key part of the investment process across all of its investment strategies. The investment team’s
long-term investment horizon, approach of investing in companies with strong governance structures and
history and experience of investing in local markets, supports the view that they are well-equipped to
engage with company management with a view to improving outcomes for minority shareholders. The
DCIO views FSSA's approach to Sl as acceptable.

FSSA uses Glass Lewis as its proxy advisor. The Head of each asset class or their authorised signatory is
responsible for ensuring that all company resolutions are reviewed such that an appropriate and consistent
recommendation is made in line with the corporate governance guidelines and principles as outlined in the
Proxy Voting policy. Once the proxy voting intentions have been confirmed, they must communicate the
decision to the Company Engagement team in an agreed format by the pre-advised cut-off date. FSSA will
only vote in the best interests of its investors.

Manager voting data

The Trustee understands the importance of carrying out periodic reviews of the voting information and
engagement policies of its investment managers to ensure they align with its own policies and principles.
The table below provides a summary of the voting activity for the Scheme's relevant holdings over the year.

The Trustee delegates the exercise of voting rights to its investment managers. Voting activity is undertaken
in line with the voting policy of the investment manager which is as noted above for the Scheme’s equity
and real assets managers. The DCIO has assessed the investment manager's voting policy as part of its
overall assessment of the investment manager's capabilities. The DCIO considered the policy to be
appropriate, and consistent with the Trustee’s policies and objectives and ultimately therefore in the best
financial interests of the members.
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% of votable % votes

Votable . % of votes with . % of votes
. resolutions against .
Resolutions management abstained
voted on management
Adaptive capped ESG
X ,231 . . 20. :
equity (LGIM) 38,23 99.8 77.9 0.7 1.4
Multi-Factor  equity
(LGIM) 25,927 99.8 79.7 19.5 0.8
Listed infrastructure
(LGIM) 1,073 100.0 76.1 239 0.0
Listed global prime
property (LGIM) 944 100.0 82.0 17.9 0.1
China A shares equity
(FSSA) 1,106 100.0 96.6 3.2 0.0
Significant Votes

The Trustee has endeavoured to select “significant” votes which align with the DCIO’s identified priorities
for voting and engagement — human and labour rights, and climate (and related topics) — where the data
has allowed. The Trustee will review and update as appropriate its stewardship priorities during this Scheme

Year.

The tables below give some examples of significant votes for the year to 31 March 2023:

Company name

Amazon.com, Inc.

Date of vote

25-May-2022

Summary of the
resolution

This was a shareholder resolution to elect Daniel P. Huttenlocher as a director.

How LGIM voted

LGIM voted AGAINST the resolution.

Where you voted
against management,
did you communicate
your intent to the
company ahead of the
vote?

LGIM publicly communicates its vote instructions on its website with the rationale for all
votes against management. It is their policy not to engage with their investee companies
in the three weeks prior to an AGM as their engagement is not limited to shareholder
meeting topics

Rationale for the
voting decision

LGIM voted against the election of the director, as the director is a long-standing member
of the Leadership Development & Compensation Committee which is accountable for
human capital management failings;

Outcome of the vote

Passed. 93.3% of shareholders voted for the resolution.

Implications of the
outcome e.g lessons
learned and likely
future steps in
response to the
outcome

LGIM will continue to seek to engage with the company and monitor progress
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Company name

UBS Group AG

Date of vote

6-June-2022

Summary of the
resolution

This was a shareholder resolution to approve a climate action plan.

How LGIM voted

LGIM voted AGAINST the resolution.

Where you voted
against
management, did
you communicate
your intent to the
company ahead of
the vote?

LGIM publicly communicates its vote instructions on its website with the rationale for all
votes against management. It is their policy not to engage with their investee companies
in the three weeks prior to an AGM as their engagement is not limited to shareholder
meeting topics.

Rationale for the
voting decision

While LGIM positively note the company's progress over the last year, as well as its recent
commitment to net zero by 2050 across its portfolio, LGIM have concerns with the
strength and coverage of the Climate Action Plan’s Scope 3 targets and would ask the
company to seek external validation of its targets against credible 1.5°C scenarios. Gaining
approval and verification by SBTi (or other external independent parties as they develop)
can help demonstrate the credibility and accountability of plans of industry disruption.

Outcome of the vote

Passed. 77.7% of shareholders voted for the resolution.

Implications of the
outcome e.g lessons
learned and likely
future steps in
response to the
outcome

LGIM will continue to engage with UBS on this topic, publicly advocate their position on
this issue and monitor company and market-level progress.

www.barnett-waddingham.co.uk

RESTRICTED

59




THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

Implementation Statement (Cont)

DB Section (Cont)

Company name

Amorepacific Corp.

Date of vote

17-March-23

Summary of the
resolution

This was a shareholder resolution to approve the company’s financial statements and
allocation of income.

How LGIM voted

LGIM voted AGAINST the resolution.

Where you voted
against
management, did
you communicate
your intent to the
company ahead of
the vote?

As part of LGIM's work on deforestation, engagement was undertaken in 2022 with
companies that were at risk of not meeting LGIM's minimum expectations. LGIM publicly
communicates its vote instructions on its website with the rationale for all votes against
management. It is their policy not to engage with their investee companies in the three
weeks prior to an AGM as their engagement is not limited to shareholder meeting topics.

Rationale for the
voting decision

There were two reasons for the voting decision. Firstly, the company had not provided
accounts in time ahead of the shareholder meeting. Secondly, it was deemed that the
company did not meet minimum standards with regards to LGIM'’s deforestation policy.

Outcome of the
vote

Passed. 96.7% of shareholders voted for the resolution.

Implications of the
outcome e.g lessons
learned and likely
future steps in
response to the
outcome

LGIM will continue to engage with the company and monitor progress.

Industry wide / public policy engagement

In addition to the above, the DCIO has partnered with EOS for a number of years to enhance its stewardship
activities. One element of this partnership is undertaking public policy engagement on behalf of its clients
(including the Trustee). This public policy and market best practice engagement is done with legislators,
regulators, industry bodies and other standard-setters to shape capital markets and the environment in
which companies and their investors operate, a key element of which is risk related to climate change.

The DCIO represents client policies/sentiment to EOS via the Client Advisory Council, of which its Head of
Stewardship currently chairs. It applies EOS' services, from public policy engagement to corporate voting
and engagement, to several of its funds. Some highlights from EOS’ activities over 2022:

¢ Engaging with 1,138 companies on 4,250 issues and objectives

e Making voting recommendations on 134,188 resolutions at 13,814 meetings, including recommended
votes against 24,461 resolutions

e 33 consultation responses or proactive equivalent and 75 discussions with relevant regulators and
stakeholders

e Active participation in many collaborations including Climate Action 100+, Principles for Responsible
Investment (PRI), and UN Guiding Principles Reporting Framework
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The DCIO is also engaged in a number of industry wide initiatives and collaborative engagements including:

Becoming a signatory to the 2020 UK Stewardship Code in the first wave, and subsequently retaining
that status

Co-founding the Net Zero Investment Consultants Initiative in 2021, with a commitment across its
global Investment business

Joining the Net Zero Asset Managers Initiative in 2021, committing 100% of its discretionary assets

Being a signatory of the Principles for Responsible Investment (PRI) and active member of their
Stewardship Advisory Committee

Being a member of and contributor to the Institutional Investors Group on Climate Change (IIGCC),
Asian Investors Group on Climate Change (AIGCC), and Australasian Investors Group on Climate
Change (IGCQ)

Co-founding the Investment Consultants Sustainability Working Group
Continuing to lead collaboration through the Thinking Ahead Institute and WTW Research Network
Being a founding member of The Diversity Project

Being an official supporter of the Transition Pathway Initiative
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The University of Warwick Pension Scheme: Defined Contribution Section

Implementation Statement (forming part of the Trustee’s Report)

Section 1: Introduction

This Implementation Statement has been prepared by UPS Pension Trustee Limited (“the Trustee”) and
relates to the defined contribution (DC) section (“the DC Section”) of The University of Warwick Pension
Scheme (“the Scheme”). it covers the Scheme year 1 April 2022 to 31 March 2023 and provides
information on:

s The extent to which the Trustee’s policies on exercising rights (including voting rights) and
engagement activities have been followed over the Scheme year.

e A summary of changes (if any) to the Statement of Investment Principles (SIP) over the Scheme
year and the reasons for the change.

o The extent to which, in the opinion of the Trustee, the DC Section of the Scheme’s SIP has been
followed during the Scheme year.

¢ A summary of the voting activity undertaken by the DC Section'’s pooled fund managers on behalf
of the Trustee over the Scheme year, including information regarding the most significant votes.

A copy of this Implementation Statement will be made available on the following website:

httos://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pensions/ups/

To ensure that decisions on implementing the investment policies set out in the SIP are taken by persons
or organisations with the skills, information and resources necessary to take them effectively, the Trustee
delegates certain responsibilities to the Investment Sub Committee (“ISC") and, in respect of the DC
Section, its bundled pension provider Scottish Widows.

These responsibilities are set out in more detail in the SIP, but are mainly:

¢ ISC: assisting the Trustee with developing an appropriate investment strategy for the DC Section
and the ongoing monitoring of the investment strategy as well as the activity and performance
of Scottish Widows.

» Scottish Widows: the DC Section’s Default Option is structured as a ‘governed’ investment
solution which is designed and implemented by Scottish Widows. Scottish Widows is responsible
for the appointment and removal of the underlying investment managers used through the
Default Option as well as the ongoing relationships with the investment managers.

Over the Scheme year, the Trustee engaged with the University of Warwick (the “University”) to carry out
a review of the structure of the DC Section. A Working Group has been established, with representatives
of the University and the Trustee to carry out this review and, as a result, it is likely that changes will be
made to the DC Section in the near future. Further information setting out the impact of any changes will
be provided at an appropriate point in the future.
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Section 2: Trustee's policies on voting and engagement

The Trustee’s Statement of Investment Principles (SIP) in place over the Scheme year describes the Trustee’s
policy on the exercise of rights (including voting rights) and engagement activities as follows:

“The Trustee delegates the exercise of rights (including voting rights) attached to the DC Section’s investments
to its investment managers. The Trustee expects Scottish Widows to monitor and report annually on the
investment managers’ approach to selecting investments, voting and engaging with companies with reference
to Environmental Social & Governance (ESG) issues. The Trustee expects the investment manager(s) to vote
and engage on behalf of the DC Section’s holdings.”

The Trustee reviews the stewardship and engagement activities of the underlying investment managers of
the DC Section’s investment options at least annually, through the reporting provided by Scottish Widows
and as part of the preparation of this Statement.

Following a change in regulation in June 2022, trustees are required to consider setting stewardship
priorities or themes linked to their voting and engagement activity. In light of the work around the DC
Section structure (noted above), at this time the Trustee has not set stewardship priorities but will be
considering the extent that they wish to do this in due course, in line with other Scheme risks. In doing so
the Trustee will consider the degree to which its views are aligned with the themes identified by Scottish
Widows as being central to its stewardship activity, namely; Climate and Environment, Human Rights and
Cognitive Diversity on Boards.

Section 3: Review of, and changes to, the DC Section of the SIP

As at 1 April 2022, the version of the SIP in place was dated September 2020. There are two parts to the
SIP, one covering the defined benefit (DB) section and one covering the DC Section and this reflects the
operational differences between the two sections of the Scheme.

The DC Section of the SIP was reviewed once during the Scheme year and a revised version, dated June
2022, was published via the Scheme website (the link to this website is provided in Section 1). The revisions
included:

* The addition of wording to further clarify the Trustee’s arrangements with the DC Section’s asset
managers alongside the Trustee’s appointment, engagement and monitoring practices.

* Amendments to reflect the introduction of a new default option (called the Scottish Widows
Balanced Pension Investment Approach Targeting Flexible Access), the addition of a new range of
Lifestyle Investment Options and changes to the range of self-select funds offered via the DC
Section. This included information on the objective of each investment option, fees, and
benchmark (where applicable).

Section 4: Adherence to the SIP

1. Review of the Default Option. Following a review undertaken in the Scheme year ending March
2021 and revisited by the ISC in the Scheme year ending March 2022 with support from the Trustee’s
professional advisers, the Trustee took the decision to implement Scottish Widows’ proposed change
to the DC Section Default Option. This involved moving away from the Scottish Widows Passive
Interim Lifestyle Profile as the DC Section Default Option (now referred to as the Legacy Default
Option) to the Scottish Widows Balanced Pension Investment Approach Targeted Flexible Access
(the Default Option).
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in advance of the change, a communication was issued to all DC Section members which provided
an overview of the impact of the change.

For those members invested in the Legacy Default Option with more than 4 years to their
Target Retirement Age (TRA), the switch to the Default Option was made automatically.

For those members invested in the Legacy Default Option with 4 years or less to their TRA,
no switch was made unless the member opted in. The decision not to automatically switch
members in this group, reflected the difference in the types of investment held during this
period of membership.

Throughout the process the Trustee monitored Scottish Widows progress and this included regular
updates from Scottish Widows as well as monitoring of the transaction costs arising from the change.
The process commenced in March 2022 and was completed in June 2022.

Access to an appropriate range of self-select options. Alongside the change to the DC Section
Default Option, the Trustee implemented changes to the range of self-select investment options.
These changes followed a review completed in September 2021 by the [SC, supported by the
Trustee's professional advisers. The changes included:
The introduction of a new self-select fund focussed on integrating Environmental, Social and
Governance (ESG) factors into the investment management process (effective from February
2022).
The inclusion of two additional lifestyle investment strategies which mirror the Default
Option in terms of design but which target taking benefits as a cash lump sum or through
the purchase of an annuity (effective from May 2022).
The closure of three self-select funds to future contributions (effective from May 2022).
The removal of two funds from the self-select range (effective from May 2022). Members
and assets invested in these funds were automatically transferred to the Default Option.

Quarterly monitoring of the investment options. The Trustee reviews the performance of the
DC Section’s Default Option and wider range of investment funds each quarter. Scottish Widows
provides quarterly investment performance reporting to support with this review.

The vast majority of the DC Section investment options are passively managed, and therefore these
reviews consider whether the range of investment options and their underling funds have
performed in line with their stated benchmarks. However, the Default Option is managed in line
with an inflation plus target and over the course of 2022 its performance had fallen short of this
target.

The Trustee's queried the decision to use an inflation plus target with Scottish Widows at the
November 2022 ISC meeting and the March 2023 Trustee meeting. Noting the challenging
economic conditions experienced throughout 2022, the impact on the cost of living (through
heightened inflation) and the long-term nature of the inflation plus target, the Trustee was satisfied
that no changes were needed.

Reviewing the investment managers’ policies on responsible investing, stewardship and
sustainability. The ISC, on behalf of the Trustee, considers the responsible investment policies and
practices of Scottish Widows and the underlying investment managers used through the DC
Section.
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Scottish Widows was asked to update the ISC on activity in this area at the May 2022 ISC meeting
and noted the publication of its Climate Action Plan in February 2022, which included four key
actions that will allow it to reach Net-Zero by 2050 (with interim targets in 2025 and 2030). Scottish
Widows operates exclusions across the majority of funds used by the Default Option (i.e. they do
not invest in companies involved with, or that derive, a certain level of income from specific
activities) and in early 2022 began directing its share of voting rights for the holdings in the
BlackRock funds, with plans to expand this across other underlying managers. Scottish Widows
remains committed to investing in companies focussed on reducing their environmental impact
and improving people's wellbeing, and working with companies to help them evolve into more
sustainable businesses.

The ISC concluded that the policies of Scottish Widows and the DC Section’s pooled fund managers
remain reasonable and continue to be broadly in line with the Trustee’s own policies described in
the SIP. As the bundled provider to the DC Section, the Trustee expects Scottish Widows to provide
information and reporting on its ESG policies and practices as well as those of the DC Section’s
investment managers on an ongoing basis.

Non-financial matters. In line with the policies outlined in the SIP, the Trustee did not make any
allowance for non-financial matters and did not consider any member views for incorporation into
its ESG policy over the Scheme year. Please note that members have not provided any views or
opinions to the Trustee in the Scheme year 22/23 but the Trustee did conduct a survey in the
Scheme year 23/24.

Communicating ESG and stewardship with DC Section members. The Trustee expects that the
annual communication to members regarding ESG and stewardship will be addressed in the annual
Implementation Statement. This document is a statutory report and will be produced on an annual
basis alongside the Scheme’s Annual Reports and Accounts.

The costs and charges applied through the DC Section. The Trustee completes an annual
assessment of the charges (Total Expense Ratios) and transaction costs levied by Scottish Widows,
which are benchmarked by the Trustee’s professional advisers. Such costs are reported to members
in the Chairman’s Statement on DC governance, available here:

https://warwick.ac.uk/services/humanresources/internal/rewardand benefits/corebenefits/pension

s/ups/

Based on external advice, the Trustee believes that the charges and transaction costs applied to the
DC Section’s range of investment options are broadly competitive, taking into account the size of
the arrangement and investment strategy of the DC Section.

Section 5: Voting and engagement

Over the Scheme year, the DC Section was invested exclusively in pooled investment vehicles managed by
BlackRock, iShares (by BlackRock), State Street Global Advisers (SSgA), Aberdeen, Schroder and Legal &
General Investment Management (LGIM). The majority of these funds are managed on a passive basis
relative to a defined index, albeit there are a handful of funds held through the current DC Section Default

Option that are actively managed.
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Scottish Widows provides the platform through which the Trustee accesses the DC Section’s range of
pooled investment vehicles and is responsible for the appointment and removal of the underlying
investment managers used through the Default Option, the range of alternative lifestyle options and the
Legacy Default Option.

The voting and engagement entitlements of all of the DC Section’s pooled investment vehicles lie with the
investment managers as the legal owners of the securities. However, at the end of 2021, BlackRock
announced it would enable pooled fund clients (such as Scottish Widows) to vote their own shares through
the adoption of a choice of Institutional Shareholder Services’ (ISS) voting policies. In 2021, Scottish Widows
chose the ISS Socially Responsible Investment Policy’, which it felt was most closely aligned with its
approach to voting. This policy was implemented in April 2022. After a close engagement with SSgA, a
similar approach will be adopted to the shares held through the SSgA funds for the Scheme year ending
31 March 2024. The ISC will continue to engage with Scottish Widows, at least annually, to understand how
the application of its Responsible investment policies and practices continues to evolve.

Voting activity

The Trustee understands the importance of carrying out periodic reviews of the voting and engagement
information of its investment managers to ensure they align with its own policies. The Trustee, together
with its professional advisers, requested such information from Scottish Widows (as the bundled pension
provider to the DC Section) for the period 1 April 2022 to 31 March 2023 and this was provided in June
2023.

Having reviewed the above in accordance with their policies, the Trustee is comfortable that the actions of
the fund managers are broadly aligned with the DC Section’s stewardship policies.

The table below provides information, sourced from Scottish Widows, relating to the investment managers
voting activity for the pooled investment funds provided through the DC Section over the Scheme year.
This includes the underlying funds held by the Default Option, the Legacy Default Option, the wider range
of lifestyle strategies and the range of self-select funds.

Please note that where information for funds held through the DC Section is not present in the table, data
was either not provided by Scottish Widows or there are no voting rights attached to these assets. The
Trustee, through its advisers, will continue to work with Scottish Widows and the DC Section’s investment
managers on the quality of data provided for future Statements.

BlackRock ACS UK BlackRock ACS BlackRock ACS BlackRock ACS BlackRock ACS US
Equity Tracker Fund World (Ex-UK) Japan Equity Climate Transition Equity Tracker Fund
Equity Tracker Fund Tracker Fund World Equity Fund
Structure Pooled Pooled Pooled Pooled Pooled
Ability to influence voting The pooled fund structure means that there is limited scope for the Trustee to influence the manager’s voting
behaviour of manager behaviour

" In voting their shares, socially responsible institutional shareholders are concerned with sustainable economic returns to
shareholders, good corporate governance and the ethical behaviour of corporations and the social and environmental impact of
their actions.
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Number of company meetings the
manager was eligible to vote at
over the year

Number of resolutions the
manager was eligible to vote on
over the year

Percentage of resolutions the
manager voted on

Percentage of resolutions the
manager abstained from

Percentage of resolutions voted
with management, as a percentage
of the total number of resolutions
voted on

Percentage of resolutions voted
against management, as a
percentage of the total number of
resolutions voted on

Percentage of resolutions voted
contrary to the recommendation
of the proxy advisor

Fund name

Structure

Ability to influence voting
behaviour of manager

Number of company meetings the
manager was eligible to vote at
over the year

Number of resolutions the
manager was eligible to vote on
over the year

Percentage of resolutions the
manager voted on

Percentage of resolutions the
manager abstained from

Percentage of resolutions voted
with management, as a percentage
of the total number of resolutions
voted on

www.barnett-waddingham.co.uk

BlackRock ACS
World (Ex-UK)
Equity Tracker Fund

BlackRock ACS UK
Equity Tracker Fund

680 1,991
10,135 25,196
99% 95%
0% 0%
96% 93%
3% 6%
0% 0%

BlackRock ACS
Continental
European Equity
Tracker Fund

BlackRock Aquila
Connect Pac Rim
Equity Fund

Pooled Pooled

BlackRock ACS
Climate Transition
World Equity Fund

BlackRock ACS
Japan Equity
Tracker Fund

489 638
5974 9,667
100% 93%

0% 0%

97% 95%

2% 4%
1% 0%
iShares

iShares Emerging
Markets Equity
index Fund

Environment & Low
Carbon Tilt Real
Estate Index Fund*

Pooled Pooled

BlackRock ACS US
Equity Tracker Fund

586

7,224

99%

0%

95%

4%

0%

LGIM Future World
Global Equity Index
Fund

Pooled

The pooled fund structure means that there is limited scope for the Trustee to influence the manager’s voting

473 495

3,317 8,862

100% 86%

0% 1%

88% 88%

behaviour

3,864 393

33,350 4,309

97% 84%

3% 0%

88% 95%

5,067

54,368

100%

1%

80%
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Percentage of resolutions voted
against management, as a
percentage of the total number of
resolutions voted on

11% 1% 1% 4%

Percentage of resolutions voted
contrary to the recommendation 0% 0% 0% 0%
of the proxy advisor

* Note: the data provided by Scottish Widows for this fund covers the period 1 January 2022 to 31 December 2022

SSgA Europe ex UK SSgA Asia Pacific SSgA AUT Emerging 5SgA Emerging

19%

10%

Aberdeen Globa

Screened (ex Ex-Japan Screened Market Screened Markets ESG Corporate Bond
Vi ITY Controversies and (ex Controversles Index Equity Tracker Screened Index Tracker Fund
CW) Index Equity and CW) Index Fund Equity Sub-Fund
Fund Fund

Structure Pooled Pooled Pooled Pooled Pooled
Ability to influence voting The pooled fund structure means that there is limited scope for the Trustee to influence the manager's voting
behaviour of manager behaviour
Number of company meetings the
manager was eligible to vote at 500 463 3,784 4,010 9
over the year
Number of resolutions the
manager was eligible to vote on 8,966 3,242 32,887 34,225 42
over the year
P t f lutions the

ercentage of resolutions e 100% 97% - -
manager voted on

f lutions th

Percentage o teso utions the 1% 1% 3% 2% 0%
manager abstained from
Percentage of resolutions voted

i t, t
with management, as a percerf age 89% 84% 9% 8% 2
of the total number of resolutions
voted on
Percentage of resolutions voted

inst t asa

against management, a 1% 16% 18% 18% 0%
percentage of the total number of
resolutions voted on
Percentage of resolutions voted
contrary to the recommendation 7% 1% 7% 7% 0%

of the proxy advisor

Notes:

* The proportion of resolutions that were voted on and abstained from may not sum to 100%. This
can be due to how the investment manager or local jurisdictions define abstentions or classify a
formal vote or abstentions as opposed to not returning a voting form or choosing to nominate a

proxy.

e Given the fixed income focus of the Aberdeen Global Corporate Bond Fund limited voting

information was provided.
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BlackRock uses Institutional Shareholder Services' (ISS) electronic platform to execute its vote instructions,
manage client accounts in relation to voting and facilitate client reporting on voting. In certain markets,
BlackRock works with proxy research firms who apply its proxy voting guidelines to filter out routine or
non-contentious proposals and refer to BlackRock any meetings where additional research and possibly
engagement might be required to inform its voting decision. BlackRock’s analysis is informed by its
internally developed proxy voting guidelines, its pre-vote engagements, research, and the situational
factors at a particular company.

BlackRock aims to vote at all shareholder meetings of companies in which its clients are invested. BlackRock
will vote in favour of proposals where it supports the approach taken by a company's management or
where BlackRock has engaged on matters of concern and anticipate management will address them.
BlackRock will vote against management proposals where it believes the board or management may not
have adequately acted to advance the interests of long-term investors. BlackRock ordinarily refrains from
abstaining from both management and shareholder proposals, unless abstaining is the valid vote option
(in accordance with company by-laws) for voting against management, there is a lack of disclosure
regarding the proposal to be voted, or an abstention is the only way to implement its voting intention. In
all situations the economic interests of its clients are paramount.

BlackRock reviews its voting guidelines annually and updates them as necessary to reflect changes in market
standards, evolving governance practice and insights gained from engagement over the prior year.
BlackRock's  market-specific ~ voting  guidelines are  available on its  website  at
httos://www.blackrock.com/corporate/about-us/investment-stewardship#principles-and-guidelines

As with last year, for this year's Statement the Trustee has delegated to the investment manager(s) to define
LGIM's Investment Stewardship team uses ISS’s ‘ProxyExchange’ electronic voting platform to electronically
vote clients’ shares. All voting decisions are made by LGIM and LGIM does not outsource any part of the
strategic decisions. To ensure LGIM's proxy provider votes in accordance with its position on ESG, LGIM has
put in place a custom voting policy with specific voting instructions. These instructions apply to all markets
globally and seek to uphold what LGIM consider are minimum best practice standards which it believes all
companies globally should observe, irrespective of local regulation or practice.

LGIM retains the ability in all markets to override any vote decisions, which are based on its custom voting
policy. This may happen where engagement with a specific company has provided additional information
(for example from direct engagement, or explanation in the annual report) that allows LGIM to apply a
qualitative overlay to its voting judgement. LGIM has strict monitoring controls to ensure its votes are fully
and effectively executed in accordance with its voting policies by its service provider. This includes a regular
manual check of the votes input into the platform, and an electronic alert service to inform LGIM of rejected
votes which require further action.

SSgA use a variety of third-party service providers to support its stewardship activities. Data and analysis
from service providers are used as inputs to help inform its position and assist with prioritisation. However,
all voting decisions and engagement activities are undertaken in accordance with SSgA's in-house policies
and views, ensuring the interests of its clients remain the sole consideration when discharging its
stewardship responsibilities. SSgA has contracted Institutional Shareholder Services (ISS) to assist with
managing the voting process at shareholder meetings. SSgA use ISS to: (1) act as its proxy voting agent
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(providing State Street Global Advisors with vote execution and administration services), (2) assist in
applying its voting guidelines, (3) provide research and analysis relating to general corporate governance
issues and specific proxy items, and (4) provide proxy voting guidelines in limited circumstances.

In addition, SSgA has access to Glass Lewis and region-specific meeting analysis provided by the
Institutional Voting Information Service. Research and data provided by these third parties complement its
in-house analysis of companies and individual ballot items. All final voting decisions are based on its proxy
voting policies and in-house operational guidelines.

Significant votes

The Investment and Disclosure Regulations that came into force from October 2020 require information on
significant votes carried out on behalf of the Trustee over the Scheme year to be included within this
Statement. The guidance does not currently define what constitutes a “significant” vote, however recent
guidance states that a significant vote is likely to be one that is linked to one or more of a scheme’s
stewardship priorities / themes.

As noted earlier in this Statement, at this time the Trustee has not set stewardship priorities / themes for
the DC Section. So, for this Implementation Statement, the Trustee, with support from its professional
advisers has asked the investment managers to determine what they believe to be a significant vote. The
Trustee has not communicated voting preferences to their investment managers over the period, as the
Trustee is yet to develop a specific voting policy. In future, the Trustee will consider the most significant
votes in conjunction with any agreed stewardship priorities / themes.

Each underlying fund manager provided significant vote data in a different format and the range of
significant votes reported on was considerable. For the 9 BlackRock and iShares (BlackRock) funds noted
above, BlackRock reported significant votes covering 93 shareholder resolutions (excluding duplication
across the underlying funds) across 26 different companies. SSgA reported significant votes covering 346
shareholder resolutions across 242 different companies for the 3 underlying funds noted above. For the
Future World Global Equity Index Fund, LGIM reported a total of 559 significant votes.

it is not feasible to detail each of these votes within this Statement and in the absence of agreed stewardship
priorities / themes and common reporting the Trustee has elected to report a sample of the voting data,
using the following criteria:

»  For the BlackRock funds, the Trustee has selected 3 significant votes which, where possible, are
broadly aligned with Scottish Widows' 3 stewardship themes (noted in Section 2 above) and which
were cited in Scottish Widows' 2022 Stewardship report.

* For the SSgA funds, the Trustee has selected 3 significant votes which, where possible, are broadly
aligned with Scottish Widows' 3 stewardship themes (noted in Section 2 above) and which
represent the largest holdings across the underlying funds.

e For the LGIM Fund, the Trustee has selected 3 significant votes which, where possible, are broadly
aligned with Scottish Widows’ 3 stewardship themes (noted in Section 2 above) and which
represent the largest holdings in the Fund.

All data provided in the tables below has been sourced from Scottish Widows and the underlying
investment managers. Across the underlying managers the quality of data and format of reporting varies
significantly and as a result there is some unavoidable inconsistency to the data included. Where no
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information was provided for specific items, this is noted as 'N/A". The Trustee, through its advisers, will
continue to work with Scottish Widows and the DC Section’s investment managers on the quality of data
provided for future Statements.

BlackRock

Date of vote

Approximate size of fund's
holding as at the date of
the vote (as % of portfolio)

Summary of the resolution

How the manager voted

If the vote was against
management, did the
manager communicate
their intent to the
company ahead of the
vote?

Rationale for the voting
decision

Outcome of the vote

Implications of the
outcome

www.barnett-waddingham.co.uk

25-May-22

N/A

Report on Efforts to Reduce
Plastic Use

For

While BlackRock believed that
Amazon’s goals in relation to
plastic recycling were clear, at
the time of the AGM, the
company did not explicitly
disclose the total amount of
plastic used, making it difficult
for investors to determine
how effectively it was
managing this material risk
and what progress it was
making year on year. As a
result, BlackRock supported
this shareholder proposal, as
having a better
understanding, from
enhanced disclosures, of how
Amazon was addressing this
material long-term business
risk was aligned with
investors’ financial interests.

N/A

As a result of the vote,
Amazon published an update
to its packaging reduction
strategy, detailing efforts to
reduce and replace plastic
packaging, among other
initiatives, in December 2022,
BlackRock will continue to
engage with Amazon to
discuss these issues and will

25-May-22

N/A

Report on Low Carbon
Business Planning

Against

N/A

BlackRock did not support
this shareholder proposal
based on its assessment that
it is overly prescriptive in
nature and unduly
constraining on management,
and therefore not in its
clients’ long-term economic
interests.

N/A

BlackRock believes
ExxonMobil is making
encouraging strides to
improve its disclosure to
provide shareholders with
insight into its strategic
business planning around the
energy transition. ExxonMobil
has a goal to achieve net zero
emissions from its operated
assets by 2050 with interim

01-Jun-22

N/A

Report on Metrics and Efforts
to Reduce Water Related Risk

For

BlackRock supported this
shareholder proposal as it
believes it is in the best
financial interests of its clients
for Alphabet to enhance its
disclosure on this material
long-term business risk.

N/A

N/A
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Criteria on which the vote
is considered “significant”

SSgA

monitor progress against
stated plans

Engaging on plastics pollution
is an increasingly important
topic for BIS

Date of vote

Approximate size of fund's
holding as at the date of
the vote (as % of portfolio)
Summary of the resolution
How the manager voted

If the vote was against
management, did the
manager communicate

their intent to the company
ahead of the vote?

SSgA Rationale for the
voting decision

Outcome of the vote

Implications of the
outcome

Criteria on which the vote
is considered “significant”

www_barnett-waddingham.co.uk

12-Oct-22

4.52%

Report on Climate Change

Against

2030 targets and has
increased planned
investments to $15 billion
from 2022 through 2027.

BlackRock did not believe this
proposal was in the long-term
economic interests of its
clients

BlackRock believes that water
management is a material risk
for Alphabet given the
significant volumes of water
used to cool data centers

14-Dec-22

2.01%

Report on Climate Change

Against

18-May-22

1.76%

Elect Director

Against

SSgA does not publicly communicate its vote in advance.

This proposal does not merit
support as the company's
disclosure and/or practices
related to climate change are
reasonable.

N/A

This proposal does not merit

support as the company's
disclosure and/or practices
related to climate change are
reasonable.

N/A

SSgA voted against the
nominee due to the lack of
gender diversity on the
board.

N/A

Where appropriate SSgA will contact the company to explain its voting rationale and conduct

Environmental Proposal

further engagement.

Environmental Proposal

Director Election
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LGIM
Date of vote
Approximate size of fund's

holding as at the date of
the vote (as % of portfolio)

Summary of the resolution

How the manager voted

If the vote was against
management, did the
manager communicate
their intent to the
company ahead of the
vote?

LGIM Rationale for the
voting decision

Outcome of the vote

Implications of the
outcome

Criteria on which the vote
is considered “significant”

www.barnett-waddingham.co.uk

25-May-22

1.70%

Resolution 1f - Elect Director
Daniel P. Huttenlocher

Against

02-June-22

1.20%

Resolution 1g - Elect Director
Harvey C. Jones

Against

01-Jun-22

0.90%

Resolution 7 - Report on
Physical Risks of Climate
Change

For

LGIM publicly communicates its vote instructions on its website with the rationale for all votes
against management, It is their policy not to engage with their investee companies in the three
weeks prior to an AGM as its engagement is not limited to shareholder meeting topics.

Human rights: A vote against
is applied as the director is a
long-standing member of the
Leadership Development &
Compensation Committee
which is accountable for
human capital management
failings.

93.3% of shareholders
supported the resolution.

Diversity: A vote against is
applied as LGIM expects a
company to have at least 25%
women on the board with the
expectation of reaching a
minimum of 30% of women
on the board by 2023. We are
targeting the largest
companies as we believe that
these should demonstrate
leadership on this critical
issue. Independence: A vote
against is applied as LGIM
expects a board to be
regularly refreshed in order to
maintain an appropriate mix
of independence, relevant
skills, experience, tenure, and
background.

0.8% of shareholders
supported the resolution.

Shareholder Resolution -
Climate change: A vote in
favour is applied as LGIM
expects companies to be
taking sufficient action on the
key issue of climate change.

17.7% of shareholders
supported the resolution.

LGIM will continue to engage with its investee companies, publicly advocate its position on this
issue and monitor company and market-level progress.

LGIM pre-declared its vote
intention for this resolution,
demonstrating its
significance.

LGIM views diversity as a
financially material issue for
our clients, with implications
for the assets we manage on
their behalf.

LGIM considers this vote
significant as it is an
escalation of our climate-
related engagement activity
and our public call for high
quality and credible transition
plans to be subject to a
shareholder vote.
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Fund level engagement

The table provides details of the engagement activity for the DC Section’s pooled funds over the Scheme
year. Please note that where funds are not present in the table, data was not provided by Scottish Widows.

BlackRock ACS
UK Equity
Tracker Fund

BlackRock ACS

World (Ex-UK) Japan Equity Climate

Equity Tracker Tracker Fund Transition World
Fund Equity Fund

BlackRock ACS BlackRock ACS BlackRock ACS
US Equity

Tracker Fund

BlackRock Aquila
Connect Pac Rim
Equity Fund

Does the manager

perform

engagement on Yes
behalf of the

holdings of the fund

Has the manager
engaged with
companies to
influence them in
relation to ESG
factors in the year?

Yes

Total number of

company

engagements

undertaken on 3,132
behalf of the

holdings in this fund

in the year

Total number of

individual 1,982
companies engaged

www.barnett-waddingham.co.uk

Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes

1,599 293 71 662 207

936 193 401 385 141
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BlackRock ACS
Continental
European Equity
Tracker Fund

IShares Emerging
Markets Equity
Index Fund

iShares Environment
& Low Carbon Tilt
Real Estate Index
Fund*

LGIM Future World
Global Equity Index
Fund

SSgA — firmwide
engagements*

Does the manager
perform engagement
on behalf of the
holdings of the fund

Has the manager
engaged with
companies to influence
them in relation to ESG
factors in the year?

Total number of
company engagements
undertaken on behalf of
the holdings in this
fund in the year

Total number of
individual companies
engaged

Yes

Yes

424

234

Yes

Yes

434

278

Yes Yes

Yes Yes

118 720

86 31

Yes

Yes

878

593

* SSgA does not report on fund level engagements and therefore figures quoted in the table above cover firmwide engagements.

The following table provides data on the number of engagements undertaken by BlackRock and LGIM
segregated by broad ESG theme. Where funds are not present in the table, suitable data was not provided

by Scottish Widows.

BlackRock ACS

BlackRock ACS

B8l <
BlackRock ACS ackRock ACS

BlackRock ACS US

BlackRock Aquila

World (Ex-UK Climate Ti ti
UK Equity Tracker ord (Bx-UK) Japan Equity Imate frangition Equity Tracker Connect Pac Rim
Equity Tracker World Equity .
Fund Tracker Fund Fund Equity Fund
Fund Fund
Topic Number of Engagements
Environmental Issues 1,586 812 110 385 371 132
Social Issues 1,250 714 114 340 316 151
Governance Issues 2,809 1,450 278 686 586 193
BlackRock ACS shares
Continental Shares Emerging Environment & LGIM Future
on
. I eE ? i Markets Equity Low Carbon Tilt World Global
ropean
B S index Fund Real Estate Index Equity Index Fund
Tracker Fund
Fund*
Topic Number of Engagements
Environmental Issues 194 275 57 256
Social Issues 135 168 32 178
Governance Issues 385 391 116 252
www.barnett-waddingham.co.uk
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1.2.
1.3.

3.1

3.2.

UPS Pension Trustee Limited

Chair’s annual statement regarding defined contribution benefits held in the

University of Warwick Pension Scheme (“the Scheme”)

Introduction

This statement has been prepared by UPS Pension Trustee Limited (“the Trustee”), the Trustee of
the University of Warwick Pension Scheme (“the Scheme”), and reports on how the Trustee has
complied with the defined contribution (DC) governance standards. These standards are designed
to help members achieve good outcomes from their pension savings.

This statement covers the Scheme year 1 April 2022 to 31 March 2023 ("the reporting period”).
The Trustee will publish this Statement on a publicly accessible website. The web address for the
website will be: https://warwick.ac.uk/pensions/ups

The Scheme’s DC arrangements

Over the reporting period, the Scheme’s DC arrangements comprised the following:

2.1.1. A Defined Contribution Section (“the DC Section”) which is open to future contributions
and is used as a qualifying workplace pension scheme for auto-enrolment purposes. The
administration and investment management services for the DC Section are provided by
Scottish Widows.

2.1.2. A separate AVC arrangement provided by Prudential which holds benefits for Defined
Benefit Section (“the DB Section”) members.

2.1.3. Over the Scheme year, the Trustee engaged with the University of Warwick (the
“University”) to carry out a review of the structure of the DC Section. A Working Group has
been established, with representatives of the University and the Trustee to carry out this
review and, as a result, it is likely that changes will be made to the DC Section in the near
future. Further information setting out the impact of any changes will be provided at an
appropriate point in the future.

The DC Section’s default investment arrangement

The Trustee completed its last strategic review of the DC Section's default investment
arrangements, the Scottish Widows Passive Interim Lifestyle Strategy (“the Legacy Default
Option™), in the scheme year ending March 2021. This review considered Scottish Widows’ future
planned changes to the Legacy Default Option which would involve moving the vast majority of
the DC Section’s accrued assets and members into a new default investment option, called the
Scottish Widows Balanced Pension Investment Approach (PIA). It also considered the degree to
which these changes would be aligned to the needs of DC Section members as well as the
Trustee’s own investment beliefs. The review concluded that the changes being proposed by
Scottish Widows should add value for members over the longer-term.

Whilst these changes had originally been planned for early 2021, Scottish Widows took the
decision to delay their implementation in order to refine its approach. Scottish Widows presented
its revised proposals to the Trustee in November 2021 and, with support from its professional
advisers, the Trustee concluded that the change in approach did not materially impact the
decisions made in 2020 and therefore the decision was made to go ahead.

www.barnett-waddingham.co.uk
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3.3.

34.

3.5.

3.6.

3.7.

3.8.

39

The Scottish Widows Balanced PIA was launched through the DC Section on 1 April 2022 for new
members. Scottish Widows, on behalf of the Trustee, wrote to all existing investors in the Legacy
Default Option in March 2022 to advise of the impact of these changes.

3.3.1.  Forthose members invested in the Legacy Default Option with more than 4 years to their
Target Retirement Age (TRA), the transfer to the Scottish Widows Balanced PIA was made
automatically.

3.3.2.  For those members invested in the Legacy Default Option with 4 years or less to their
TRA, no change was made unless the member opted in. The decision not to automatically
switch members with 4 years or less to TRA, reflected the difference in the types of
investment held during this period of membership.

For impacted members, the transfer to the Scottish Widows Balanced PIA took place on 23 May

2022 and was completed by 13 June 2022. Throughout the process the Trustee monitored

Scottish Widows' progress and this included regular updates from Scottish Widows as well as

monitoring of the transaction costs arising from the change.

As a result of these changes, over the reporting period the DC Section had two default investment

arrangements for the purposes of the regulations; the Legacy Default Option; and the Scottish

Widows Balanced PIA (“the Default Option").

In line of the review of the DC section highlighted above, the next strategic review of DC Sections

Default Options is due to be completed in the scheme year ending March 2024.

The Default Option is a governed investment solution that is designed and implemented by

Scottish Widows. It is a lifestyle investment strategy that invests in a range of multi-asset funds

which vary in the amount of risk they will take depending upon how far each member is away

from their Target Retirement Age (TRA).

3.71.  When a member is more than 15 years from TRA, the Balanced Pension Investment
Approach Targeting Flexible Access will invest wholly in Pension Portfolio 2.

3.7.2. From 15 years up to 5 years before each member's TRA, the investment solution looks to
reduce the level of investment risk by automatically and gradually switching out of
Pension Portfolio 2, initially into Pension Portfolio 3 and then into Pension Portfolio 4. At
5 years from TRA it will invest wholly in Pension Portfolio 4.

3.7.3.  Over the final 5 years to TRA, the Balanced Pension Investment Approach Targeting
Flexible Access will switch a proportion of each member’s investments out of Pension
Portfolio 4 and into Pension Portfolio 5. At TRA it will target a portfolio that invests 25%
in Pension Portfolio 5 and 75% in Pension Portfolio 4.

The objective of the Default is to grow the value of a member's benefits over the longer term

whilst providing less volatility (but a potentially lower return) than investing solely in a portfolio

of global equities. In the approach to TRA It is designed to limit the extent to which members’

benefits are exposed to large fluctuations in value. Up to five years before TRA it targets a

portfolio that is designed to be broadly suitable regardiess of how a member takes their benefits

but is designed for those members targeting drawdown.

Like the Default Option, the Legacy Default Option is a governed investment solution that is

designed and implemented by Scottish Widows. It is a lifestyle investment strategy that invests

in a range of multi-asset funds which vary in the amount of risk they will take depending upon

how far each member is away from their TRA.

3.9.1.  When a member is a long way from TRA, the Legacy Default Option will hold investments
that are designed to be higher risk (relative to other stages of the strategy) with the
objective of providing potentially higher returns.

www.barnett-waddingham.co.uk
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3.9.2. Over the 42 years prior to a member’s TRA the Legacy Default Option will automatically
and progressively switch their retirement savings into lower risk investments with the aim
of protecting their value relative to the way in which they are expected to be accessed.

3.10. The objective of the Legacy Default Option is to grow the value of a member’s benefits over the
longer term whilst providing less volatility (but a potentially lower return) than investing solely in

a portfolio of global equities. It is designed to provide flexibility at each members TRA by being

broadly appropriate regardless of how each member takes their retirement income (e.g. cash,

annuity purchase or drawdown).

3.11. Alongside the Default Options, the Trustee makes available two further lifestyle investment
options which have been designed to allow members to target a specific retirement option. Like
the Default Option, these form part of Scottish Widows' range of governed investment solutions
and include;

3.11.1. The Balanced PIA Targeting Annuity Purchase: designed for those members who intend
to purchase an annuity to provide a regular and secure income for life.

3.11.2. The Balanced PIA Targeting Encashment: designed for those members who intend to take
their fund as cash.

3.12. Each of these lifestyle options holds the same underlying investment funds as the Balanced
Pension Investment Approach Targeting Flexible Access in the early years of membership.
However, in the final 5 years to TRA they are tailored to reflect the targeted benefit option.

3.13. Alongside the change to the DC Section Default Option, the Trustee implemented changes to the
range of self-select investment options. These changes followed a review completed in
September 2021 by the ISC, supported by the Trustee's professional advisers, they carried out a
review of the range of self-select investment options provided through the DC Section. The
changes included:

3.13.1. The introduction of a new self-select fund focussed on integrating Environmental, Social
and Governance (ESG) factors into the investment management process (effective from
February 2022).

3.13.2. The closure of three self-select funds to future contributions (effective from May 2022).

3.13.3. The removal of two funds from the self-select range (effective from May 2022). Members
and assets invested in these funds were automatically transferred to the Default Option.

3.14. The self-select range now consists of 7 individual investment funds from which members are able
to self-select.

3.15. The Trustee, together with its professional advisers, monitors the investment options accessed
through the DC Section on a quarterly basis. This monitoring looks at the performance of the
funds, to ensure that they are consistent with the stated aims and objectives, as well as any
developments or changes at the fund manager. The Trustee is comfortable that the funds used
by the Default Option have performed in line with their stated aims and objectives over the
reporting period year.

3.16. Information on the range of investment options provided through the DC Section is available in
the Statement of Investment Principles (SIP) which was reviewed and updated in the reporting
period (June 2022). This is appended to this Chair's Statement and published online alongside.
For the purposes of Regulation 2A of the Occupational Pension Schemes (Investment)

www.barnett-waddingham.co.uk
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Regulations 2005 the SIP sets out further details around the Trustee’s investment objectives, as
well as the default investment strategy.

4. Core financial transactions

4.1, The Regulations require the Trustee to ensure that core financial transactions are processed

promptly and accurately. Core financial transactions comprise:

4.1.1. The investment of contributions.

4.1.2. Transfers into and out of the DC Section.

4.1.3. Investment switches.

4.1.4. Payments out of the DC Section in respect of members.

4.2.  To ensure the accuracy and timeliness of all DC Section core financial transactions, the Trustee

has established robust reporting and monitoring processes detailed below:
4.2.1. The day-to-day monitoring of administration standards is undertaken by the University's
“in-house” pensions team who scrutinise the performance of all service providers to the
DC Section. The Pensions Administration Manager reports back to the Trustee on
anecdotal experience as part of the quarterly Trustee meetings and any immediate
concerns are escalated to the Trustee as appropriate.
4.2.2. Service Level Agreements (SLAs) have been agreed as part of the contract between the
Trustee and Scottish Widows. These SLAs set out the agreed maximum timescales for each
task to be completed and also the percentage of tasks expected to be completed within
these timescales. The agreed SLAs for each of the individual core financial transactions
identified in 4.1 above are as follows:
“Core financial transaction o SLA ) B
Investment of contributions 24 hours from date of receipt -
Transfer into the DC Section Act on instruction to buy units by end of the
following Business Day

Transfer out of the DC Section Act on instruction to sell units within 2 Business Days
Payment within 3 business days

Investment switches Act on instruction by end of the following Business
Day

Payments out of the Plan Act on instruction within 2 Business Days

4.2.3. Scottish Widows provides the Trustee with quarterly administration reports that document
its performance against the agreed SLAs. The Trustee considers these reports in detail as
aregular item at its quarterly meetings. Scottish Widows reports core financial transactions
under ‘Time Critical Processes’ and its performance over the reporting period is outlined in
the table below:

SLA area Performance target Performance in period*
Time Critical Processes 100% 87.25%
Manual Administration 95% 91.75%
Call Handling 97% 92.25%

*based on average of monthly SLA performance over the reporting period as opposed to the ‘absolute’ annual performance.
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43.

44.

45.

4.6.

4.7.

438.

4.9.

4.10.

4.2.4. With effect from July 2019 Scottish Widows have also reported on ‘Manual Financial
Transactions Accuracy’. The target for this is 100%. Since it has been included in reporting,
the SLA for ‘Manual Financial Transactions Accuracy’ has been 100%.

4.2.5. If there are instances where there is a delay for Time Critical Processes, Scottish Widows
will automatically apply a financial detriment calculation to ensure members are not
financially disadvantaged because of delays caused by the provider and will apply
additional units to rectify this.

Administration is captured as part of the Scheme's risk register and any DC Section specific risks

are clearly documented. This includes details of the controls established by the Trustee and

records details of any required actions.

Additional measures that help to monitor the accuracy of core financial transactions are the

University's annual checks on data quality. The processes adopted by the administrator to help

meet the SLA included daily monitoring of bank accounts, dedicated contribution processing

team, and two individuals checking all investment and banking transactions.

There were no significant issues reported to or identified by the Trustee in connection with either

the promptness or accuracy of core financial transactions processed during the period covered

by this statement. As is mentioned above, there was some underperformance against SLAs,
although Scottish Widows have confirmed that they have shown some improvement with Time

Critical Processes (and continue to work through their backlog of outstanding queries). Scottish

Widows have confirmed they have increased recruitment, assessed their training and processes,

and made changes to improve efficiencies in customer contact with the aim of further improving

their SLA performance. The Trustee will continue to monitor SLA performance.

The Trustee has delegated the administrative oversight of the separate AVC arrangement held
with Prudential to Barnett Waddingham as the administrator of the Defined Benefit Section (“the
DB Section”) of the Plan.

Barnett Waddingham advise the secretary to the Trustee of any specific issues that arise relating
to the administration of the AVC policies and performance is reported to the Trustee as part of
the quarterly meetings.

During the previous reporting period the Trustee noted that some members of the Scheme had
experienced delays in relation to queries raised with Prudential. Whilst there has been an
improvement this reporting period regarding their core financial transaction timescales with
disinvestment of funds being paid out in a more timely manner, there does however continue to
be delays. For example, in producing annuity quotations (although this is not a common member
request) and despite regular chasers the timescales given by Prudential have not been kept.

The Trustee and its professional advisers believe this to be as a result of the wider challenges that
Prudential has faced connected to moving between administration platforms and lack of
resourcing for staffing levels. Whilst there is little interaction with Prudential for the members (as
only one fund is available) and members mostly deal with Prudential at retirement (via Barnett
Waddingham as Scheme administrators), the Trustee will continue to monitor to ensure it does
not have a material negative impact on members {(e.g. delays paying benefits).

Taking the above into consideration, the Trustee is confident that all core financial transactions
over the reporting period for Scottish Widows and Prudential have been processed promptly and
accurately. Whist there were some minor issues in relation to Time Critical processes, this has
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been investigated and no members were subject to any detrimental impact. The Trustee notes
that there were no issues relating to core financial transactions over the reporting period.

Charges and transaction costs
5.1.  Charges for the administration, communication and investment services provided to the Scheme's

DC arrangements are structured on a ‘bundied’ basis and consist of the following:

5.1.1. Charges: these are collected by deduction of investment units and are expressed as a
percentage of the value of each member's holdings within an investment fund. They are
referred to as a Total Expense Ratio (TER) and include the Annual Management Charge
(AMC) and the Fund Charge (FC) incurred over the period.

5.1.2. Transaction cost: these relate to the variable costs incurred within an investment fund
arising from the trading activities of the fund, e.g. incurred in the buying and selling of
securities, which are not accounted for in the TER.

5.1.3. Members pay both charges and transaction costs within the Scheme and there are no other
costs borne by members.

5.2. The following table provides details of the costs and charges applied to each of the investment
options provided through the DC Section over the period 1 April 2022 to 31 March 2023. This
data has been sourced from Scottish Widows in line with statutory guidance, and there is no

missing data: —
Annual Total .
. Fund Charge Transaction
Investment option (FO) Management Expense Costs [1]
Charge (AMC)  Ratio (TER)
The Default Option and range of PIAs — underlying funds
Scottish Widows Cash CS7 0.400% 0.100% 0.500% 0.020%
Scottish Widows Pension Portfolio Five CS7 0.400% 0.100% 0.500% 0.050%
Scottish Widows Pension Portfolio Four CS7 0.400% 0.100% 0.500% 0.070%
Scottish Widows Pension Portfolio Three CS7 0.400% 0.100% 0.500% 0.040%
Scottish Widows Pension Portfolio Two CS7 0.400% 0.100% 0.500% 0.050%
Scottish Widows Pension Protector CS7 0.400% 0.100% 0.500% 0.020%
SW Passive: Interim Lifestyle — underlying funds
SW Money Market CS1 0.440% 0.150% 0.590% 0.02%
SW Passive Annuity Purchase* CS1 0.410% 0.085% 0.495% 0.01%
SW Passive Multi-Asset 1I* CS1 0.420% 0.103% 0.523% 0.10%
SW Passive Multi-Asset [l CS1 0.420% 0.106% 0.526% 0.12%
SW Passive Multi-Asset IV* CS1 0.410% 0.105% 0.515% 0.12%
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Annual Total

. Fund Charge Transaction

[nvestment option (FO) Management Expense Costs [1]

) Charge (AMC)  Ratio (TER) :

[o)
SW Passive Multi-Asset V CS1 0.410% 0.095% 0.505% 0.03%
Self-Select Fund Range*
SW LGIM Future World Global Equity Index CS1 0.410% 0.175% 0.585% 0.030%
quity
UPS Equity Growth 0.410% 0.085% 0.495% 0.02%
y

UPS Money Market 0.360% 0.140% 0.500% 0.02%
UPS Pre-Retirement 0.410% 0.089% 0.499% -0.01%

Notes to the table:
Funds denoted with a * are also part of the Self Select Fund Range

In certain circumstances the methodology used for calculating transaction costs (known as slippage) can lead to negative costs being
reported. This can be, for example, where other market activity pushes the price of the asset being traded down, whilst the transaction
was in progress, resulting in the asset being purchased for a lower price than when the trade was initiated

For members investing in the Default Option and the SW Passive: Interim Lifestyle the costs and charges that apply will depend
upon how far each member is from their TRA.

53.  Scheme members that hold AVC benefits with Prudential are invested exclusively in the Prudential
With Profits Fund. Details of the charges and transaction costs quoted by Prudential for the With
Profits Fund are provided in the table below:

Transaction .
Fund name TER Effective date
costs

Prudential does not state an explicit
TER for its With Profits Fund as charges
Prudential With Profits Fund are deducted before bonuses are 0.20% 31/12/2022
applied to members’ benefits, however
at the last review this was set to be 1%.

54. To demonstrate the impact of charges and transaction costs on members’' pension savings over
time, the Trustee (with support from Scottish Widows) has produced illustrations, and these are
set out in Appendix 1. The Trustee has not included illustrations for the Prudential With Profits
Fund as the holdings are not material relative to the DC Section. The estimated charges are
relatively high for this fund, but the Trustee notes that it offers guarantees that members may
value.

5.5.  The Trustee also investigated whether Market Value Reductions (MVRs) would apply on transfers
out of the Prudential With Profits Fund (they apply only to ‘guaranteed’ elements of policy values
and would not apply on death or normal retirement). Prudential confirmed that MVRs may apply
if benefits taken at any time other than death or TRA and and that members will be advised if
this applies to their policy when they request a transfer-out or wish to access benefits early.
However, an MVR will only apply if the value of the assets underlying an individual plan is less

www.barnett-waddingham.co uk
RESTRICTED 82




THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

Chair’s Statement (Cont)

5.6.

6.2.

6.3.

6.4.

than the value of the plan including terminal bonuses. In practice this suggests MVRs would not
apply to the AVC funds based on bonus records, but the amount of bonuses that apply to transfer
values may be less than they were previously. The terminal bonus element of the fund can reduce
with market conditions and as such the value of the With Profits Fund holdings is likely to
represent market value.

The AVC arrangement only offers members access to the With Profits fund and so there are no
alternative funds for members to access. Whilst the growth of the fund overall in recent years
has not been substantial, the Trustee notes that the majority of AVC members are starting to
approach retirement and alternative funds targeting this stage of investment timeframe would
have fallen in value in the same period. Therefore even though the charges are relatively high and
the fund’s operation process opaque it is unlikely that a better option for this demographic could
be found. Therefore, the Trustee will continue to monitor the situation.

Disclosure of net investment returns

From 1 October 2021, trustees of all relevant pension schemes, are required to calculate and state
the annualised return, net of transaction costs and charges, of all of the investment options
members were able to select, and in which members’ assets were invested, during the reporting
period.

Statutory guidance has been followed and recommends that trustees disclose net investment
returns covering at least a five-year period. For the arrangements where the investment returns
vary with age, such as for the Default Option, the investment returns are shown over 1 year, and
5 years for a member aged 25, 45 and 55 at the start of the period.

The following tables provide net investment return figures for the DC Section’s investment
options. The data has been sourced by Scottish Widows and the returns have been produced in
line with the October 2021 statutory guidance entitled "Completing the annual Value for
Members assessment and Reporting of Net Investment Returns”.

Annualised returns to 31 March 2023

Age at start of investment

period

Tyr net return Syr net return (p.a.)
25 -6.05% 5.09%
45 -6.05% 5.09%
55 -6.27% 4.07%

*Please note that as all the PIA's (the Default Option, the Balanced Pension Investment Approach Targeting Annuity Purchase and
the Balanced Pension Investment Approach Targeting Encashment lifestyle strategies) have the same underlying funds and
investment strategy, the performance will be identical up to 5 years prior to TRA and as such, the returns for all three strategies
will be the same.
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Age at start of investment Annualised returns to 31 March 2023

period

tyr net return Syr net return (p.a.)

25 -2.99% 8.30%

45 -4.08% 6.32%

55 -5.69% 4.54%

Annualised returns to 31 March 2023
Fund name
Tyr net return Syr net return (p.a.)

Scottish Widows Cash CS7 1.70% 0.29%
Scottish Widows Pension Portfolio Five CS7 1.59% 0.50%
Scottish Widows Pension Portfolio Four CS7 -7.14% 2.17%
Scottish Widows Pension Portfolio Three CS7 -6.27% 4.07%
Scottish Widows Pension Portfolio Two CS7 -6.05% 5.09%
Scottish Widows Pension Protector CS7 -2411% -4.40%
SW Money Market CS1 1.76% 0.20%
SW Passive Annuity Purchase CS1 -20.98% -3.91%
SW Passive Multi-Asset I CS1 -9.32% 2.53%
SW Passive Multi-Asset Il CS1 -5.69% 4.54%
SW Passive Multi-Asset 1V CS1 -4.08 6.32%
SW Passive Multi-Asset V CS1 -2.56% 9.08%
SW LGIM Future World Global Equity index CS1 -4.07% n/a
UPS Equity Growth -3.21% 9.45%
UPS Money Market 1.84% 0.34%
UPS Pre-Retirement -2531% -4.89%

7. Value for members

7.1.  The Trustee is required to assess annually the extent to which the charges and transaction costs
borne by members represent good value.

7.2.  Analysis was undertaken by the Trustee’s professional advisers, Barnett Waddingham LLP, and
the findings set out in a report. The Trustee considered this analysis and confirmed its assessment
of value for members, effective as at 31 March 2023 and this is set out below.
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7.3.

74.

7.5.

7.6.

7.7.

7.8.

7.9.

7.10.

Recognising that low cost does not necessarily mean good value, the assessment considered
whether the services for which members pay or share the costs are suitable for, relevant to and
(likely to be) valued by members and whether performance of the services had been effective.
Consideration was also made of the costs relative to other options available in the market.
Various investment-related services for which members do not directly bear the costs are
nevertheless inextricably linked to creating the environment under which investment returns are
delivered, e.g. strategy, monitoring and the investment governance structure, so these were
included in the assessment.

Other services paid for by the University of Warwick were excluded but nevertheless deliver value
to members, e.g. the services of professional advisers in relation to the defined contribution
sections and the operation of the Trustee board, with a duty to act in the best interest of members.

In relation to the DC Section, the member-borne charges and transaction costs relate to:
7.6.1. investment services

7.6.2. administration services

7.6.3. communication services
The assessment considered:
7.7.1. in relation to investment services:
7.7.1.1.the investment strategy, e.g. the design of the default and range of alternative
options
7.7.1.2. the arrangements for monitoring the performance of the investment options and
reviewing the investment strategy

7.7.1.3. the investment governance arrangements
7.7.2. in relation to administration services:
7.7.2.1. the general administration arrangements
7.7.2.2. arrangements in relation to financial transactions
7.7.2.3. data and record keeping
7.7.3. in relation to communication services:
7.7.3.1. communication strategy
7.7.3.2. pre-retirement communications
7.7.3.3. at/post retirement communications

The assessment concluded that the DC Section continues to provide excellent value for members
and that there are no areas in which the DC Section’s arrangements detract value. The Trustee
continues to monitor the administration performance although they note the measures put in
place by Scottish Widows to improve SLA performance.

In reaching the conclusion the Trustee recognised the robust governance processes applied to
the DC Section, the range and overall quality of administration services and engagement tools
provided to members.

In relation to the AVC arrangement with Prudential, the member-borne charges and transaction
costs relate to:
7.10.1. investment services

7.10.2. administration services

7.10.3. communication services
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7.11. The assessment considered the broad value for members of these services, taking a proportionate
approach that reflects the relatively low value of the AVC pension savings concerned.

7.12. The Trustee concluded that the AVC arrangement offers reasonable value in relation to the
charges and transaction costs borne by members.

7.13. In reaching this conclusion, the Trustee recognised:
7.13.1. Members investing in the arrangement can use their benefits to fund their tax-free cash

entitlements through the defined benefit (DB) section of the Scheme.

7.13.2. The charges are broadly aligned with similar types of arrangements offered elsewhere.
7.13.3. Barnett Waddingham provides oversight of the benefits.

8. Trustee knowledge and understanding

8.1. Over the reporting period the Trustee comprised seven Trustee Directors, of whom one is the
Chair. Three of the Trustee Directors are member-nominated, and four are employer-nominated,
meeting statutory requirements for the composition of trustee boards.

82. The Trustee delegates certain activities to an Investment Sub-Committee (ISC). The ISC is
responsible for assisting the Trustee with developing an appropriate investment strategy for the
DC Section, the ongoing monitoring of the investment strategy and the activity and performance
of Scottish Widows.

8.3. Trustee Directors are required to be conversant with their schemes’ main documents and have
appropriate knowledge and understanding of the law relating to pensions and trusts, the funding
of occupational schemes and investment of scheme assets.

Approach

8.4. The Trustee Directors aim to remain conversant with the Scheme’s trust deed and rules as well as
all other Scheme documents such as the SIP, the risk register and current policies, e.g. conflicts
of interest. They do so through their experience in governing the Scheme, as well as specific
activities over the reporting period and access to professional advice.

8.5. The Trustee Directors aim to achieve and maintain a knowledge and understanding of the law
relating to pensions and trusts, the funding of occupational schemes and investment of Scheme
assets through a combination of training and taking professional advice.

8.6. All Trustee Directors are asked to complete a formal training programme both following
appointment and to review their training needs on an ongoing basis to ensure that they have the
necessary skills and knowledge required to effectively discharge their duties. No new trustees
were appointed over the scheme year.

8.7. Trustee training is considered at Trustee meetings and Trustee Directors are asked to provide
feedback and suggest topics for future training sessions which allows all Trustee Directors to
identify and address any gaps in knowledge. Training is delivered by the Trustee's professional
advisers and external training is sought on topics relevant to the Trustee Directors’ duties.

8.8. The Trustee Directors consult with professional advisers as and when required, for example on
consultancy, investment and legal matters. The professional advisers are engaged to pro-actively
alert the Trustee Directors on relevant changes to pension and trust law. Professional advisers
also provide support in relation to understanding and reviewing the Plan's documents and
attending Trustee meetings.

8.9. Over the Scheme year, the Trustee engaged with the University of Warwick to carry out a review
of the structure of the DC Section. A Working Group has been established, with representatives
of the University and the Trustee to carry out this review and, as a result, it is likely that changes
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will be made in the near future. Further information setting out the impact of any changes will
be provided at an appropriate point in the future.

8.10. Over the reporting period the Trustee took professional advice in the following areas:
8.10.1. The feasibility of discharging the Scheme’s assets to a master trust arrangement
8.10.2. Undertaking the annual value for member assessment
8.10.3. Disclosure of costs, charges and investments

8.11. Over the reporting period, the Trustee reviewed the following Scheme documents:
8.11.1. The 2022 annual governance statement
8.11.2. The Annual Report & Accounts
8.11.3. The Risk Register
8.11.4. Investment adviser objectives, including a review of performance against those objectives
8.11.5. The Implementation Statement
8.11.6. The Statement of Investment Principles

8.12. Over the reporting period, the Trustee received training on the following topics at Trustee
meetings
8.12.1. Training on DC Strategy and Master Trusts (April 2022)
8.12.2. Training on default investment arrangement compositions, CPI benchmarks and “Cost of
Living” implications for pensions (November 2022)
8.12.3. Wider regulatory environment, capturing recent and upcoming legislative changes
(March 2023)

8.13. The Trustee Directors consider that their combined knowledge and understanding, together with
their access to professional advice, enables them to properly and effectively exercise their trustee
functions in the following ways:

8.13.1. The Trustee Directors are able to challenge and question advisers, service providers and
other parties effectively

8.13.2. Trustee decisions are made in accordance with the Scheme rules and in line with trust law
duties

8.13.3. The Trustee Directors’ decisions are not compromised by such things as conflicts or
hospitality arrangements

James Hunt, for and on behalf of the Trustee of the University of Warwick Pension Scheme
Chair of the Trustee
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Appendix 1: fllustrations on the impact of cost and charges

A1.1. To demonstrate the impact of member-borne charges and transaction costs on the value of
members’ pension savings, Scottish Widows, on behalf of the Trustee, has produced illustrations
in accordance with statutory guidance. These show the impact of charges and transaction costs
for representative cross-sections of the membership and investment options.

Al.2.

A13.

To determine the parameters used in these illustrations, the Trustee, with support from the DC
Section provider, Scottish Widows, has analysed the membership of the DC Section and
ensured that the illustrations take into account the following:

A12.1. A representative starting pot size of £2,000.

A1.22. Arepresentative range of real term investment returns (gross of costs and charges),

including the lowest, the highest and the most popular (by number of members).

A1.2.3. A representative range of costs and charges, including the lowest and the highest.
A12.4. A representative period of membership, covering the approximate duration that the

youngest member would take to reach target retirement age.

Future contributions are included within these illustrations as the DC Section remains open to
contributions. For those members who are no longer active, illustrations have been produced
which assume no future contributions will be paid.

Guidance to the illustrations

The following notes on the illustrations should also be read;

1.

Projected pot sizes are shown in today’s terms and do not need to be reduced further for
the effects of future inflation. Inflation is assumed to be 2.5%.

The retirement age is assumed to be age 65.

The starting pot size is assumed to be £2,000.

For active members, gross contributions are assumed to be £175 per month from the start
of the projection to retirement and are assumed to increase in line with inflation. For
deferred members contributions are assumed to be nil.

Values shown are estimates and not guaranteed.

The charges used are those shown earlier in this Chair's Statement. Scottish Widows were
unable to use an average over the last 5 years.

The projected growth rates, gross of costs and charges, for each fund or arrangement have
been determined by Scottish Widows and are in line with the 2022 Statutory Money
Purchase lllustrations (SMPIs). These are outlined below:

Fund Projected Growth Rate (Average)
SW Passive Annuity Purchase CS1: 1.4% above inflation
UPS Equity Growth: 2.4% above inflation
Scottish Widows Cash CS7: 0.4% above inflation
SW Money Market CS1: 0.4% above inflation
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Years to retirement

Projected Growth Rate (Average) for

active illustration

Projected Growth Rate
(Average) for deferred
illustration

10
15
20
25
30
35
49

1.40% above inflation
1.40% above inflation
1.40% above inflation
1.50% above inflation
1.60% above inflation
1.70% above inflation
1.80% above inflation
1.90% above inflation
2.00% above inflation

2.10% above inflation

1.40% above inflation
1.40% above inflation
1.40% above inflation
1.50% above inflation
1.70% above inflation
1.90% above inflation
2.00% above inflation
2,10% above inflation
2.10% above inflation

2.20% above inflation

This has been selected as it is the most popular investment option selected through the DC Section.
The illustrations show the impact of cost and charges for an active member investing in the strategy to
age 65 starting at different ages. The illustrations assume a £175 per month contribution and a starting

pot size of £2,000.

Age Now 60 Age Now 55 Age Now 45 Age Now 35 Age Now 16
After all After all After all After all After all
Years Before charges + Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs charges costs
deducted deducted deducted deducted deducted
1 4,110 4,090 4,120 4,110 4,140 4,120 4,140 4,120 4,140 4,120
3 8,430 8,350 8,480 8,400 8,590 8,500 8,590 8,500 8,590 8,500
5 12,800 12,600 12,900 12,700 13,200 13,000 13,200 13,000 13,200 13,000
10 24,600 23,900 25,600 24,900 25,900 25,100 25,900 25,100
15 38,700 36,900 40,200 38,400 40,200 38,400
20 52,300 49,200 55,700 52,400 56,400 53,000
25 71,400 66,100 74,600 69,000
30 87,600 79,700 95,200 86,600
35 118,000 105,000
49 183,000 155,000

Note on how to read this table: If an Active member aged 35 had £2,000 invested in this strategy, when they came to retire in 30

years, the fund could grow to £87,600 if no charges are applied but to £79,700 with charges applied.
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This has been selected as it is the most popular investment option selected through the DC Section.
The illustrations show the impact of cost and charges for a deferred member investing in the strategy
to age 65 starting at different ages. The illustrations assume a starting pot size of £2,000 and that no
further contributions are made.

Age Now 60 Age Now 55 Age Now 45 Age Now 35 Age Now 16
After all After all After all After all After all

Years Before charges + Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs charges costs

deducted deducted deducted deducted deducted
1 2,020 2,010 2,030 2,020 2,040 2,030 2,040 2,030 2,040 2,030
3 2,080 2,050 2,110 2,070 2,140 | 2,110 2,140 2,110 2,140 2,110
5 2,150 2,090 2,170 2,110 2250 | 2,190 2,250 2,190 2,250 2,190
10 2,340 2,210 2510 | 2370 2540 | 2,400 2,540 2,400
15 2,730 | 2,510 2,870 , 2,640 2,870 2,640
20 2940 | 2,630 3190 | 2,860 3,230 2,890
25 3,480 | 3,030 3,650 3,180
30 3,740 3,160 4,120 3,480
35 4,640 3,820
49 ] 5,910 4,500

Note on how to read this table: If a Deferred member aged 35 had £2,000 invested in this strategy, when they came to retire in 30
years, the fund could grow to £3,740 if no charges are applied but to £3,7160 with charges applied.

The illustrations shown below are for a representative selection of the funds that members may invest
in through the DC Section. They were selected to reflect the range of projected returns and charges.
The illustrations assume a £175 per month contribution and a starting pot size of £2,000.

SW Passive Annuity Purchase UPS Equity Growth Scottish Widows Cash CS7 SW Money Market CS1
CS1
Vears After all After all After all After all
Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs
deducted deducted deducted deducted
1 4,110 4,100 4,140 4120 4,080 4,070 4,080 4,060
3 8430 8,360 8,590 8,500 8,290 8210 8,290 8,190
5 12,800 12,700 13,200 13,000 12,500 12,300 12,500 12,300
10 24,600 23,900 25,900 25,200 23,300 22,600 23,300 22,500
15 37,100 | 35,700 40,200 | 38,600 34300 33,000 34,300 32,700
20 50,700 48,000 56,400 53,300 45,700 43,300 45,700 42,900
25 65,300 61,000 74,600 69,400 57,300 53,500 57,300 52,900
30 80,900 | 74,600 95,200 87,200 69,200 63,800 69,200 62,900
35 97,800 | 88,800 118,000 106,000 81,400 74,100 81,400 72,900

Note on how to read this table: If an Active member had £2,000 invested in the UPS Equity Growth Fund, over the next 30 years, the
fund could grow to £95,200 if no charges are applied but to £87,200 with charges applied.
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The illustrations shown below are for a representative selection of the funds that members may invest
in through the DC Section. They were selected to reflect the range of projected returns and charges.

The illustrations assume a starting pot size of £2,000 and that no further contributions are made.

SW Passive Annuity UPS Equity Growth Scottish Widows Cash CS7 SW Money Market CS1
Purchase CSt
Years After all After all After all After all
Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs
deducted deducted deducted deducted
1 2,020 2,010 2,040 2,030 2,000 1,990 2,000 1,990
3 2,080 2,050 2,140 2,110 2,020 1,990 2,020 1,990
5 2,150 2,090 2,250 2,190 2,040 1,990 2,040 1,980
10 2,310 2,200 2,540 2,410 2,090 1,990 2,090 1,970
15 2,480 2,300 2,870 2,660 2,150 1,990 2,150 1,960
20 2,670 2,420 3,230 2,920 2,200 1,980 2,200 1,950
25 2,870 2,530 3,650 3,210 2,250 1,980 2,250 1,940
30 3,090 2,660 4,120 3,530 2,310 1,980 2,310 1,920
35 3,320 2,790 4,640 3,890 2,370 1,970 2,370 1,910

Note on how to read this table: If a Deferred member had £2,000 invested in the UPS Equity Fund, over the next 30 years, the fund
could grow to £4,120 if no charges are applied but to £3,530 with charges applied.

www.barnett-waddingham.co.uk

RESTRICTED

91




THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023=

DB Section Statement of Investment Principles

The University of Warwick Pension Scheme —
DB Section

Statement of Investment
Principles

September 202C

www.barnett-waddingham.co.uk

RESTRICTED

92



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

DB Section Statement of Investment Principles (Cont)

The Lisnwisity of ‘Aaiwsth Patsiof) SChenw »

Table of Contents

1 In 1 o |

t 191% 1) { ] 1 2
Section 1 Long-term objeciives AN INVESTMENT SIMAMAGY wa...crmmnsceseorvosoves s sassastssasrsssns szseoseesossoransD
Section 4 Othaer invastimsinl § - 6
SOCHON S RIBK MBNM TN e s e s secse s Smrrsstmt e asasam s i+ s 0 ne s e bt sl s

www.barnett-waddingham.co.uk

RESTRICTED



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2023

DB Section Statement of Investment Principles (Cont)

Trhe iovasrgiey of VY arascs Pergeon Schame

Section 1: Introduction

Panstons Acls

* 1 Uncar the Pengions Act 1995 (s amended by the Pensions Act 2004). trusiees are requred to
prepare a statement of the privsciples governng invesiment decassons  This document contains thas
statmant and descnbes the nvestient principlés parsued by the UPS Pansion Trustes Limstad (the
Trusize’) of The University of Wenwvick Pension Scheme DB Section M the Scheme®)

12 The Trustas nas consulted the University of Warenck (“the Employer’) on the principles se: out in this
statoment anc »ilfl consult the Employer on any changes 1o it Mawmasy, the uitimate powar and
respansibilty for deviding investment policy fies solely with the Trustee

1,3 Before Gamang up this statement, the Trustee has cdigiad and coasidered wiitton advice from the

¢ DE wwastmand consultants {currently Willls Towsrs Wat2on) The Trustee will reicw this
gocument regulily, at lsest every three years, and without delay folowing a significant change in
INVESIMEN! pohicy

Sehinme’

Financial Services and Markets Act 2000

and Marfats Act 2000, the Trustee vl set gereral
ponsibisy G the selection of specsfic mvestmems o an
ument manager(s) shall orowvide the shill ang
SThame comaatiacyily:

14 In accordancs with the Financasl Seovic
Tmant pobicy. but wall disiegate
apponted SwEglnan manager of managors, The

; 25830y 1O Mmanage the invasiments of

Scheme details

1.5 The: Scheme opavites {or the exciusnie guiosi of oMpving TStiamest bunefits and geath benedts to
eligibie participants @nd beneficianes ("Membors”™)
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Tha Unsversity of Vianved Pemwen Scheme 2

Section 2: Division of responsibilities

21 Tha Trustee has ultimate responsidildy for deasson-making on investment matters. In crder o ensure
that investment decisions are taken only by persons or organisaticns with the sxils, infcrmation and
resSOurces necessary o take them effectively, the Tristes delegates scme of these responsiblities,

22 In particular, tre Trustes dekegates @ number of tasks to an Investment Sub Commatee ("ISCT) bs wel
as a Deiegated Chief Invizstment Officer {"DCIO’). the iatter funclion being carned out by Willis Towens

Watson
Trustee roles and responsibilities

23 The Trustee's primary investment role and responsibility i 10 set g cverall stradagse investment
chrectves for the Scheme. inchuding a risk budger, return target. sustanabdle investment podcy, brecad
steategic assel aliccation policy, and broad nsk-management lramewark fos the Scheme (taking advice
from the 1ISC and DCIO). and ensunng it these cojectives raman approprate over time

24 The Trustee celegates a mumbes of rosponsibilibes to the ISC and DCIO (as se! out below) However
the Trustee resenves the right lo make decisions on all such matters subjec! to informing the ISC and
DCIO as soon as practicable after a decisicn has been taken

ISC roles and responsibilities
25 The ISC's roles and responsibilities include

Assisting the Trustee in deveioping an appropriate overall mwEsimam risk budget, retum target.
sustainable investment policy, broad strategic asset allocation polcy, and broad nsk-management
framewice® for the Scheme

ionaoiing the overall progiess of the Scheme and the patkzlying Investmanot riskireturn balance
ralaieas 10 the Trustee's strateqes objectives and garamwters, and reporting to the Trsgiss on an
agread frequency

Nuneonng the actvity and pedormance of DCIC for the services provided s set cut in OCIO's
shrezment with the Scheme and reporting 20 the Trustee on an agreed frequancy

DCIO rols and responsibilities

26 The Trustee has delegated responsibilty to the DCIO to implement the Trustee' s agreed investment
strategy. including making certain decisions about investments (@8 se2 out in the Fiduciary
anagement and lgvestment Consulting Services Agreement (the Agréement) with effective date of 1
Apeil 2012) i compliance with Sections 34 and 36 ¢f tha Pensions Act |n particutar, as part of the
Agreement, the Trustee sets out (and updates a8 and when deemed appropnate) specfic Investmant
Guidelines for the DCIO within which to opesate The DCIO considers the Agreement, Investment
Guidelines and the Trusiee's policies st cut within this sistemant whan carrying cut its role and
responsibiites which ensures appropnate Incaniiaastion and ahgnment of decision-making with the

Tomas's owerall olsecives stratesy and policies

27 The OCI0's roles and responaiuibes inchide
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he Urescarty of Yaacedoh Pormon Scherne 3

Assisting the IS0 (and. where appropnate, the Trusiad) in the dovelogenart of an overal mvestrnest
sk budgel retn tipE! sustiinadia wivestment golicy, becad sirsiegic pssel aliocaten polcy, and
troad risk-management frameeadk for the Schems

Withen the Consirsints of the ageesd iaetment puidelings
& dettrmsing asset allocation

¢ labdity hedgeng design and implesmentation

L] feflintting Emaormenisl Sotm! sng Govérnancse Sad beosder susthingdis investmon:
considerations in the pontoho sk manegemant process mcluding both capital afiocaticn ang
simsErtdshiplengagement

®  selecling Bnc Je-sekRching INVBSLTIAN INBNHYE

o inplermzremng sl asse! transtions (mclugmg redalancing)

Leadng and ¢

wleting negotiations of Investment menapar sgmemenss, nciuding
®  aprEeni) inves!ment 0 commercial i

& phizsvwng, considenng and KON o0 legal advice as appropnate

[ ] BERZCLAME HOrEGmMents on ths Schema's behalf yunder 3 Power of Sfiginey
Underlying Investmant Managers

2.8 Each pidaiing iInvestment mansQar s responsbilites wmoluds

Dlscretonsry managemient of the podicho. mckuding mplementaticn (v agreed gudeines) of

Provadg rogailin staiemanta of Ihe assets thiy mansgs.

Tre ndepandeni salahecsng of thn assets @nd apsrodnae adrinmsiraton (including rmocome
cobstiion and corporale actions) within any pocled funds used by the Schamea

Global Custodian and Paerformance Measuror
29 Tra Schere curteniiy contrasis a global custadian, whose reapansibiibes nclude

Feghatenng the Scheme's invasimant hokings
Frovading independent trangaction activity g valuation repcating an @ ity basis

Prowdng parformancs Measuremen senvices
Professjonal Advisors

2.10 The Trustee currently uses a single frm for bosh act
manegamient safnces as it believes e arrengs
comuman madels besng used for Mvesinveni and

uEnal advice and nvasinnent sdwisory and Hduciary
has certan advantages ‘or the Sohame, such as
Mg parposes af wall 33 ease of ceomunication

1Ty
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batwingn kead advisers, both of which uRimately facilitate joined up funding and investment journey
planning

Schemea Actuary
211 The Scheme Actisary’s responsilities include

Pedoraiing the trinnial (or more frequently, as required) vatluations of the Scheme and adwvising on
the appropaate contribution levels for the future,

Liaising vath the investment consuitant on the sudabilty of the Scheme's investment sirategy given
the financial charactenstcs of the Scheme
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Section 3. Long-term objectives and
Investment strategy

Scheme objectives

8,1 The lorg-teqm objasivas of Ihe Trustee 18 for iha Scheme e e fully funded on a git + 0 25% basis
iwhich s iskzn to he the same basiz as ihal undarlying the technical prov sions but usang 3 gills
G 25% discount e 1o p2zoas the habditias) by the yanr 2029

- 1] The Truztas will rivaee thes performance obiective regulatly and amend as 2o opnats

Investment strateqgy

33 The Trustee nses advics to determine an approprale fmant strategy for the Scheme consistent
wAh Wie o long-ierm funding objecinag. This inciudés @ risk biiged and igtum target and 8 range
of investment paramaetars, which are set out in @ sel of Investment Guideings The DCIO Ban i
mplaménia the agreed girglagy by managing ihe Mma’s portioho in ing with (ha dyreed lvsesiman
Guitalinez

34 The imvesbinam strategy meiet use of

& rhngre OF Instruments Bl seck o mach changes In hebilgy valuss

@ diversified rangs of ratiunesesiing assets nclucing a spactiua fram NG Arathiing to actnmhy
managed partfohos '

a rangs of susi@inable wugalngnt practices (see balowr) recogmsng ihat this 1s pait of gocd
firgocssl nek manspanent

<f-} The belance within ang Labwoan these myvesimanis will be gelemined Fom time to twe with ragand to
mazEsing ihe chance of achimang the Scheaw: s funding and investman?! ebiacinegs

36 The Scheme vall hole susais in cash 804 other money MAaHEE INSIAUMERS 1roMm tme ' e as nwiy be
deemec Bxyioniats
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Section 4: Other investment policies

The Trustee also faces other requirements relating to investment. be they legislative of considered best
practce

Choosing investments

&
-

42

43

The Trustee has delegated cesponsiility for the selection and deselection of investments, and the
ongoing /management of relaticnships with asset managers to the DCIO within Investaent Guidelines
set by the Trustee. The DCIO will ensure that, im aggregate, the portfolic i consistent with the poicies
set out in this statement and that the investment objectives and guidelines of any MKFIELH]
managerimandate are also consistent with those policies relevant to the mandate In guésticn: The
Trustee considers the DCIO's performance in carrying out these responsibidities as part of s ongoing
overs:ght of the DCIO

The Trustee expects the DCIO to appomt investment managers with an expectation of a long-taay
parinershp. which encourages actve ownership of the Scheme's assets When assessing a
manages's perfermance, the Trustes expects the DCIO to focus on longer-terny outcomes
commensurate with the Trustee's postion as a lcng leem investor. Consistent with this view, the
Trustee does not expect that the DCIO wiould terminate @ manager's appointrngné based purely on
short term perdormance bat recognises that a manager may be terminated vithin a short tmeframe
due to other factors such 3 a significant chainge in business structure of the investment taam. The
Trustee adopts the same long term focus as part of its ongoing cwersght of the DCIO

For mos: of the Schemae’s investments, the Trustee expects the DCIO to appoint managers with: a
medium to long ime horizon, consistent with the Scheme. In particuiar areas such as equity and credit
the Trustee expects the DCIO to work with managers 'who will use their engagement activity (o drive
improved performance over medium to long term pedods within the wides context of long-ferm:
sustainable investmient. The Trustee notes that the DCIO may invest in certain strategies where such
engagement & not deomed appropnate o possdle. due to the nature of the strategy and/or the
westarent time horizon underlying decasion making. The Trustee expects that the appropriateness of
the Scheme's allocation {0 such mandates is determined in the centext of the Scheme's cverall
ctjectives

The Trusteo sapacts the DCIO W asssse the alignment of the Ccheme’'s undertying monagars
asproach (o sustainable nvestment (inciuding engagement) with its cwin before maiiing an Investment
on the Scheme's behal!. In agdition, the Trustae expects the DCIO to review the managers apgroach
so sustainable investment (Including engagement) on @ ragular basis and engage Wi the manage! i
encourage further alignment as appropriate. This monitonng process includes specifc consideraticn of
the sustainable invesiment/ESG charactenstics of the portfobo and the managers’ engagement
activities. Hf, foliceing engagement. the DCIO considers that the degree of alignment remans
unsatisfaciory. the Trustee oxpects the DCHO lo geselect the manager

Tho Tructee axpects the DCIO to consider the fee strusiuies of asset managers and the alignment nf
interests créated by these foe sinuctures @8 part of s investment decsion makng process, both at the
apgointment of an asset manager and on an ongoing basis. Assé! managers sre generally paid an ad
valorem lee. in line with normal marked practice. for a given scopé of séfviced which includes
consideration of longterm factors and éngagement. The Trustee expects the DCIO 1o review and
repnrt nn the coats incurred in managng the Scheme's assets rogularly. which inchudes the costs
associated with portfclo turnover  In assessing the appropriateness of the portfolio turnover costs at
an individual manager leve! the Trustee expects the DCIO to have regard to the actual penttola
turnover and how this compares wih the expected turncver range for that mandate
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Responsible investing, stewardship and sustainability

48

410

411

Az the ime of wiing the Teustee is at a rdativaly earty stage m developing B2 polcy with regards to
the new mepuistony requirements on responsible investing stevaardshio #ng sustanabtiity As
deveiopangnts ocour. the Trugiae vall reaew ds policy 1 thes ares and amend £ fr3m Bme 10 tme

The Trustee believes long-toem sustamabdity 1o be an important and selevant Ssue to consider
twnughout the mvesimant process In particailar the Trustee recognises that

an wgstimant's financal success can be siflusncad by 8 wede range of factors Including
eriroewinial, social and govarngnce (ESG) ksuss and stewardshp

ESG conelderstons anc sidwardehg are tharefors iImportant aspects of responsitle fraacial nisk
management in order (0 protect the value of invasiments and ghould smprovd long-teom miember
financaal cutcemes

Winers ES5G fastors. siovadshp and broader sustamable pwesiment consdemalicns are tesmed 1o be
fnsncialty matovial the Trugioe believes st ey 8hould be 1akan Ko Secount within the investment
Gocisich-making grocass. The Trustee iy consider noo-financial faltess as pant of s overall
GeCson makng and seting of mvaginiwt 7 INCGdiIng 8% ANG whEn visws e DISEING R raised
by maentiers anc v coabinue 1o manntor @ngd review (1S ADRIOACH 1IN this gras

Thie Trustee wall consier ESG and stewardshg using information fron thew advisers mmeesiment
manageece and indusiny specialist bodies and in doing so, consider whether to 1Fvies its owr poloy and
procedines. The Tromtge will report on ESG and stewarcdship at laast annually, mshing this available 1o
AR T 4

The Tregies 3aahs 1o apply tne panciples uthond above vig tha sslaction and mommonng of the BCIO
(& ite sssouated approach 1o ESG and tweadar sustanalility ssues, as st out Balow] In perivuds:

the Trozige nos delegated

Kiegginmnt managey salection. de-selactatn and montoding ¢ ths DCIO

g selecticn. retention and realisation of investments to the DCIO and i turn 1o the Scheme s
WreEstaogni mansgers (in accordance with the Finanaial Services and Merdoais Act 2000, the
ssiechon of specific Investments is dolegalod to Investment managans)

responsibdtty ior the exercising of ngiNs (including voting ngnts) altaching e nves!ments ta the
Schemia's investnwent nwr

T !:}C &}

has a dedicatcd Sustainable lrvesimend rescurce and @ network of Subsscl maties capadts
conseders a renge of susiEnable nvestment factors. such as, but not kmted to, those 8nsing from
£SG considavations including chimaté change i the context of B roEdir sl managaneant
fremete. The degree 1o whith these factors are relevant to aay grven sizatagy I8 & functon of time
Pronzan. krvesineri style. philogophy and partboular sxposursd which the OCIO (shss Mo pocoum
n the

assessmeent

has appointed Hermag ECS 10 undanshe publhic policy engagement on its behalt
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engages with ungerlying managers whare appropriate regarding thew approach 10 stewardship with
respect to relevant matters including capital structure of investee companies_ actual and potential
conficts, other stakehokders and ESG Impact of undeitying holdings

fully embeds the consiceration of ESG issus in the Invegtngnt manager selection and portfolic
management process, with oversight underaken on an cnNgeing basis

® whilst noting there may be miations for each investment manager and asse? sirategy, the
DCI0 expects investment managers to have ESG protesses that align with the investment risk
and return charactenstics of the strategy

®  where @n investment manager’'s precesses are ceomed insufficient by the DCIO and the
investment manager does not lake steps 10 improve ther apgrsech, the investment manager's
positicn In the portfolic may be reviewed and‘or B decision may be taken not 1o precead with
an invastment

e the DCIO ercourages and expects it Scheme's investment managecs 1o sign up Lo local of
other applicable Stewardship Codes. In keeping witl good practice. subsect to the xtent of
malerialty for certain asset classes

i itself & signatory to the Principles foc Responsible Invesiment (PRI} and the UK Stewardship Code
and is actively nvolved n external collaborations and indiatives

Liquidity and realisation aof investments

412

4.13

The Scheme's administrator {currently Barnet Waddingharm LLP) assesses the lkely baneff outgo on
a requlay basis and ensures thal sufficent cash resarves are available.

The Trustee s policy s that there should be sufficient secure nvestments i kguid or readily-realisable
assets to meet cashflow requirements in the majority of foreseeable ciscumstances so that realisation
of assets will not disrupt the Scheme's cverall investment policy
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Section 5: Risk management

The Trugiea recognises a number of naks Inohaes in the iy

sefing of the assets of the SCheme

Solwendy rsk and musmatching sk

. are maeszurad Mrough a qualitative and QuEditatrag pssessment of the exgected Sevelommant
of the assats relative 1o tha Eabdities under cakrent and alecnative investment polties

®  are managed through assessing the prograss of the actual growth of the assets relative to
katiltres under Surrent and akernanve Fvesimant coloes

hanagei fisk

® 18 measured by the dxpacted deviation of the prospecties ek and return, as set ot in the
MaAate s obectags relaiiee o the investment poliay

® 18 manbgad tnrough diversiHioahon aCross invaestment managers and by the ongong Fionionng
of the performancs of e kvestinent manager as woll 38 a number of qualikative facars
SUPRFEING the MBOSYECS INveslment process

Loty gk

® s mEasuiad by the level of cashiflon requied by the Soheme over a specificd period

® i1 mandged by the Soraed s Buiin
the rnpact of the cash sy ipouresEnis

Fau 15 dewnl of cash hstd an ot to hirt
ne irvestmacd policy

Cusrancy nsk

® & maEiuiad Uy the level of ovensens mvastiment and the analnhon effect of currengies leading
1 the risk of an adverse iNTIENCE on iIneested values '

® i ANBGed By recucing he ransishion sk of invesing overs
the criarse@s MeStmEns currandy transtation nsk for those
hadged efficiently

2@ by hedGing a preoortsen of
FENSENS Culrenca that can be

Custodial nisk

¥ and the abiley of the

® i MEasured by ASsessing e crodd-worihmess of the cusioi
i of tha assets under

cust

¢ 1§ managed by monaving the CUStoEmn'§ activities pnd Chscussing the perdformanss of the
custodian with the invagimen? managers «hen aopropriate  In addiion restictions are aophac
a5 10 who can authonse iranaters of cash and the accounts to winzh transfers can be made

Poltical nigk

e s nedgures by the level of concentraticn of any one markst k2adng 1o the (3% of a0 ddverss
sfloence on ariesiment values arising from pokibeal ntarvenion

® 1 managed by regular raviswg of the actual invadimania relative lo polscy and through requiar
assesament of the tevals of drversification wathin the eigting pohcy
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1.

LI

22

23

Introduction

This Staterent of frvestment Printgles (Tthe Statement’) has been preparad by UPS Pension Trisstee
Lovnted (Cthe Trustes') and relates o the detimed conttibubion (0C) benedits (the DL Sechian’) prowd s
through The Univeruty of Wanvick Pansion Scheme (“the Scheme”’) The Statement sets oul the pancgdes
wingh govermn the decisions $out the investinents that enalie the Scheme to meel the requeements of

the Penson: At 1995; a5 af

the Occupational Peauen Schemes (Investment) Ragutations 2005 a4 sonvended by the Occupanonal
Pensicn Schamet (Investment) (Amendient) Regulanons 2010 and the Occupatonal Pension
Schemes {Charges and Governance) Regulatons 2015 incorporating changes as requited by The
Pengon Protechion Fund (Fenuonable Senace] and Occupational Penson Schemes [losestraent and
Disclosure) (Amendment and Maothificaton) Requlations 2018 and

the Occupational Pension Schemes (evesiment and Cisclosure) (Amendment) Regulpnans 2019

In prepanng this statement the Trustee has consulted the Univeruaty of Winwck, the Poncipal Eoiployer,
and obtaned adwee from Barnet: Waddingham LLP, the Trustee's investment consultants.  Barness
Waddingham ik suthonsed and regulateds by the Financial Concuct Auths

This statement has been prepsied with regard to the 2007 ymars review of institutional investment
[incivding subysequent upcates)

The Trutiee will rewew thas Statement ot [2a5) e

v three vears oef thire 15 & sgrficant change in any of

the ageas covered by the Statement or the demagraphic and profile of members.

The mvetiment poveers of the Trustee are set out in Section 16 of e DC Trust Deed and Rules. daiad
March 2050 This statement 15 consistent vath those poves

Choosing investments

Tre Trustee cacgtully consiciens is krasstment Objectives, saaoanin the Apoenda swhen designing the sange
of wwestment options o offer to s members The Trustee alss acknowledges that members will have
different attitudes to disk and different aims for pccessing their retrgaseni savings - and therelore whiist
spehung good member outcomes st of fees, it also considers the el of nsk that i1s appropaate based on
the pnhiopated needs of 1he membership profile of the DC Secuon

The Trustee's policy is to offer a range of lfestyle investrnent prrangemenis and a core range of e ment
funds that ate suitable for the DC Section « sembentup profile and oite which memibecs Gan chaose 1o
nvest thar conteoctions and those contnbutions made by the employer Details of thede are given in the

Aopendix. In doing so, the Trustes comiiders the advice of thewr professional sdvisers, wixam they consder
to be suitatty qualined ang sxpenendced foe this role

The DC Sechion is & bundled arrangement that «§ insured and investad with Scotsh Widows  The day-to-
day managemeat of the DC Section's asssis is delegated (o Scotbish Widows and through Scotbeh VWhdows

e dvnnrs iy o Wasmad Paa b Lomerw T e Pl et = ] Suaped PEOM

Vol b
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3

41

51

52
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the Trustee can access pooled funds from a range of other investment managers as well as Scottsh Widen's

oweny tords

The DC Section's Defack Option [outhned in the Apperndod 1S structured as & governed investment
solition which 1§ deagned and implemented by Scottish Widdnvs Scottish Whdaws 1 redpansible for the
selection and deselection of the underlying investment manaaers usexd through the Default Option as well
#5 the ongong relationshign with the investment managers. The Trustee understands that Scottish Widows
wall sop0mt investiment managers (0 be used by the Default Option with an expectation of a long-term
oanaershup, whith encoticages active stewardsnip of the Scheme's assets

The DC Soction's investment managers: are detaded in the Apperdo to this Statement. Trs invaciment
managers are authonsed and reguiated by the Financal Condusct Authonty, and are responsibility le for
stocs selection and the exerqise of votng nghts

The Trustee reviews the appcopnateness of the DC Section’s investment strategy on an ongoing bas:s and
is supported in this regard by its Investment Sub-Committee (1ISC) The ISC has a 'tesms of réfereance’ wivd
abehnes and powers. This ongoing review includes consideration of the continued
competence of Scatish Widows and its ongoing management of the Default Option as well as any other
investment managers utilised through the OC Secticn vath respect to thesr performance against thesr stated
objectives and bendchmarks

SEE QUUINS roles, red

The Trustee vall consul: the emoloyer before amending the investrient strategy

Investment objectives

The Trustee has tiscussed and agreed ey investment objectives in Light of an analysss of the DC Section's
membership orofile as well as the constraints the Trustee faces in achieving these olyectives. These are set
out in the Appendix

Kinds of investments to be held

The DC Section o pecmitted Lo invest in a wade range of assets induding equities, Baniis ¢ash, comemerqal
property and sltermatves

The balance between different kinds of investments

Members can choose (o invest in any of the tuncs detailed n the Appendix of can elect to ivest in-a
Ifestyle strateqy  Where members do not choose where their contnbutions, and those made on thesr
behall by the employer, are investec, the Trustee vall iInvest these contnbations accaiding to the default
ELmEnt opnon et out in the Appendix,

The Trustee considers the merits of both actve and passive management for the vanous slements of the
DC Section’s portolio and may select d#ferent approacnes for differect ayset dasses or strategies

Fon vty o) Warwas Formar b bwavs ilalrriasd | ey Frow g denga® Mid

il
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h D The Trustee % awiare that the appropnate bDalpace Detveen ditferent wnds of mvesiments will vary cver

tme and the asset allocation Mmay (hange as e membersup profile evolves

6. Risks

61 Rshoin g defined contribution scheme lies with the muembess hemsatves The Trostee has considered 3
numtrer of ks when desighing and provicing Suntable maesument chinted 1o membery & comorehensive

i3t of fsks 15 set out i the Trustee sk registey, hiowewer, the main investment naks attecting all members

are

[re nsk that the irves tnents do not provide 4 cetum at least in ling with inflation
thus eroding the purchasing power of the retirement $avings  The Truslee makes
available irvestment options that are expected 1o prowide & long-term real rate of

return

Tne nse that fluctuations m the assets beld, particulady in the penod betore
relirement savings are accessedd, lead 10 unczartainty over the benelit amoun? sy
1w Lo recewed 10 the Westyle arrangements made avalable thmugh e C
Section (tes SApgendsd the Trustee changes the proporion and type of
Mvesunents 30 that in the run up to retiyemant the investmaents gragually start o

e closely maich hinw the Trustee expects members (9 access ther relirement
w@vings. The Trustee Reeps under review the aporopniateness of the strategies

Tha nsk that a member s rotwement Incomae falls shor of the amoynt expectad,
whether this 15 due o lower investment refums than expected or insufficen:

contnbutions bewng pad. The Trustee peaotecally reviess the appropnateness of
the Ivestment ophions offersd 1o #nstice member outcomes (an be maximesed

Communications to meimbers wall seex 10 encourage thers to u:q:ularl',' revweew the
level of ther conmbutons. Bui vitimately this s 4 0 wtiudch hes with pach member

The Trustee monitors the derformance of the GO Secuon's investment managers
on & reguiar Dasit i addilion 1o having meetngs with tham o ume Lo lime 5o

neceLsany

Each investment manager 1% expedted o manage prooedy diversified pontiolios
and to spread assets 3roas a number o indnidgu 8l hares and secunties

The Scheme may Gain exposure B0 Tversess cutTences by Investing in assets that
e denonnnated in & Torangn CurenCy OF Vild Cusrendty AN L

The nsk of loss of investmen: by the inwvestment manage and custodian vall be
assessed by tne Trustow This includes losses beyond those caused by marker
movernents (e.g de!aull nsk Ooerahons! erors or taud)
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7

72

81

9

92

93

Expected return on investments

The Trustee has regard to the relative investment returne net of fees, and sk that each asset class 1
expected to provide  The Trustee is advised by 1ts professional advisors on these matters, whom it has
deemed 10 be appropniately guahfied, However the day-to day selection of investments is delegated to
e investment managers

The Trustee recognises the need to distinguish between nominal and real rétums and 16 make agiropnate

allovrance for infiation when making dedisions and Compansons,

Realisation of investments

The Trustee huas celegated the responsibility for biying and selling mvestments 10115 invesiment managers

Socially Responsible Investment, Corporate Governance
and Voting Rights

At the time of writing the Tristee is at a relatively earty stage in developing its policy with reqards ta the
new requiatury requirements an responsidle investng, stwewardship and sustainability. As developrments
occur, the Trustee will revaew 1ts policy in thes area and amend it from tme to tirme

The Trustee believes long-term sustainability to be an important and relevant issue to consider througnout
the investment process. In particular the Trusiee recognises that

921 Anuwestment's ability ta meet the Trustee's objectives can be influenced By a wide range of factors
including environmental, social and governance (ESG) issues and stewardshap

922 ESG considecations and stewardship are therefore important aspects of responsible financial nsk

ManaGEment in order to protect the valve of investments and should imprave long-term member

financal outcomes

Where £56 factors. stewardship and broader sustamable investment considerations sre deemed to be
financially matenal. the Tristee believes that they shoulc be taken into account within the investment
deqson-making process

The Trustee may consider pon-financial matters as part of s owerall deciian makng and setting of
nvestment strategy including as and when viess are proactively rased by merrders, and »ll continue ta
manitor and review 1ts approach in thig area

A5 the DC Section’s investments are heldd in pooled furds, ESG considerstions are implemented by the
mwestment managers of each fund The Trustee monitors how £50, cirmate change and stewardship are
integrated vathin the ivesiment process adopted oy the investrnent managers and considers thisse Issues
vilh ceference to its own Deliefs 38 part of the tntena when reviewing the suitability of the DC Section's
IeEstinent Splions

Fre umamyy F B s B agdy e reeed it b’ 7 Bt el Yy pe Sggent MM
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(e ]
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[¥e
[Je

910

911

913

The Trustee delegates the dxercse of nghts including voting ngits) attached to the DC Sectan'y

Irrestments 1o its o nent managers,  The Trustee pup@cts Scoftioh Widows 0 moniioe 00 repos
ananally N the 1nveslmenl managers’ appreach 10 selechng loveatments, votng and engaGing whh

compamet with reference to E5G itsues

The Trustee conaiders It o De part of the role of their investmient managess (¢ assess and manitor ha
[ 220

cOmpaEnies N wikth ey ate (westng are managing developments around £506 related ssuss on betisl!
oi the DC Section

IMhan ssecong mvestments 1o be used by the Cetault Opuon,. the Treuee expedis Scottaly Widovs 1o
AOPOANE MANIGErs With an expectstion of 3 long werm paninérship, “iich EnTouEages acuve gwneshgp of
the DC Secbon's assets.  The Trugtee cxpects Scottish Widows 0 sttvely engage with the inwestment
MANAGEs 10 drve IMproved perdonmance over the HEdem to long-tetm within the wider context of long-
term sustainable investrnent  The Trustoe also Sxpecin SCOtost Wicows 10 assess eadh mvestinent

mINaQE'S Mprosch to sustanable mvestment (induding engagemant] pnoe to its inclusion withan the
Default: Option and 1o montor each manager's oprosch 1o sustainable imvestment (including
srgaganint) on a regular basis

In selectng and reviewnng s imsesiment managers to the BC Sechon, where spovopnste the Trustes wil
consdes investment men w policies Do engagemani 30 how these aolicies have been mplemented
i the Trustee ceems any aspect of these polities 2o be aut of ine witn ¥
gey fow the mandate

VR Qe INVESTITBNE DDICCiv e

'_l'vy wWill U@ another WraeL e nt miing

Thie Trustee corries out a strategy ewiesd ot ledst every 3 years to assess the caatnuing ridlay gnce of the
Default Option and sedf-select fund4 n the content af the DC Section and thew amns, bebefs and consteaints
The Trustee monitony the mvasiment managers approach to sustainable investiment and ESG on an annual
Basd usng niormation prowded by Scotish Widaw This montanag condiders the perfarmance of the
00 Secbon's iInvestment macegers over mediom and long-tenm Broe penods tanwstent withthe Trusize's
et ams, behefs and constoanms

The Trustes gepects Scottish Wideows 10 report ceguldly o6 the costsincurred in manageg The D4 Section’s
asseis and thas ndyuces the costs atsociated vaih portfolio wutnover, The Trustee formally reviews he
reponted portdobo turnover codts at lest annually. a3 port ot the preparation of the Chair's Anaual
Statement

For the apea-erdéd pocied funds i viuch the B Section invests, there are no predeterined terms of
agreement wath the investment managers The suitabslity of the G5 Secton's wvesiments 2ag
gament wiihs the Trustee s investmont scs, bebiefs and coostrants s assessed every three years, or
thanges decm il dppraoaate 10.do s mare requently Ad part of this revass 1he angoing approprateness
of the spedctic funds used. 15 assessed

ther ongomeg

4]

The Trustee will considier ESG and stewardehip ueng informaton from thelr sduvisers, iswedtirent fensners
and industry specialist bodies and in dong 50, CoNSIE whether to review ity own policy and procedures
T Trustee wall report on €56 and stewardship @i least annuslly. maling this avallable to menben

ey o Srermn Parnesn Lonale T OF Biambied od P i dagip it} MY
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914

103

The D Sechan's ivestmaent ¢onsultants, Barmett Waddinghem, are indepengent and 1o arm of ey
business provides asser managermnent servaces  This, and thew FCA Ezgulaied status, mabkes the Trustee

conlgent that the ive

201 Mmanager recommendationy they make are free from seaflict of wserest

Monitoring

Irvestment Pecformance  The Trusted revignt the performance of ¢ocr: Investment option oftered thrauth
the DT Section sqanst the stated performance objective 3nd, in doing this, the Tristee recenes &
performance moiton ng report af least Quariedy  Thig Mmomtaning sakes 1o socoum bath short=term and
long-term pedformance. The investment mansger's overall suitability for each mandate wil be momitored
#s frequently as the Trusteq considers aporopnate in hight of both its performance and othae prevaling

crimstandes

Objectives  The Trustee momitors the sunability of the objectives for the DC Section fas detailed it the
Appendix) and performance (net of fees) agamnst these objectives at least every three years and also whan
thers iy any sgndicant Crange m the vestmen; policy, underying econamic conciions or the profile &i

thie members

Investinent Chowces: The Trusiee moritors the pngasng appropnateness of the mvestment choices offered
on a cencdic bavs

Ergacement and Stewarcship the Trustee moaitors the engausmni and  jidwatfilup acipaties

undetaken by the nvesirrent mdnagers 0N an annual Daws using Iformation provced by the DC Section's

bundled provdes Scottish Widows

Agreement

Thes Statement was agreed by the Trustee and replaces any previous statiments. Copies of this Statemenit
and any subsequent amenciments will te made svalable to the emglayer. the investiment manager, the

pctuary gnd the Schame auditor upon request

!

2€ ({41 ca
Signe| A Date — / 1 &

On behalf of the Trustee of The Univérsity of Warwick Pension Scheme
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Appendix 1 Note on investment policy in relation to the

1.

current Statement of Investment Principles dated
August 2020

The balance between different kinds of investment
The Trustee s Man inyestment cdwatives e

10 provide a suitsble defay’t investment opion that s likedy 1o be sutatile for a typical member of the
DC Sechon

10 offer an appropnate range of altemative investment options so that membates who wish 10 mabe

el ot

TOC1 ORIy wices have the lreedom to do so, recogrisng that membyers may rave different

wrsestment needs anvd obyertives
seex to achiene gOOd melhber OUlLomes net of fees and subiedt to sccentatile lesels of rgk

The Trustce 13 respoasable for the design of the default investment option and for diconng wihnch
AR opbons 0 make avalable o memitecs Members are responsibile for ther own choice of
Investment ophons (incduding where the detauii investmeni opticn i setected o them becaue they have
not sedected other tunds?

i to st the indandual neads of the DC Secton’s members
tor example. a range of funds with greate: equity buas i avalable tor those memb

The Trustee has made avarlable a range of &

s willing to sccept a

greatet level af volatibly i pursuit of fughe: expected retcement sivings. Funds thas bold greater degrees

of investment in bonds 0f tash ae offered for thade members who are less comicriable wah the lkel,

volatiity of the equety fungs

Aalteraairgly, the Trudtes has made avalable a range of ifestyle arrangements. whareby 8 member's assets

viamatcally ovedted in hine vath a pre-determuned $trategy that changes as the member get; dosar

10 dccesiing thaer renrement wanngs  Emphass i placed o medium to higher sk tunds (Le mvestaent
largely W growth ssscis) in search ol long-term intfation (pratested gromen whilst the member 1§ a long
g

sy Off BCedding thew solirement savings, svatching orogressively ta lowiry nsk asseis ower the years

preceding the member's target retiretnent date 50 as to protect the purchasing power of e renrement

STIngs
The lifestyle arrangements ard constructed rom some of the tunds mantioned dbone that ¥e offzied o

membér wanting 10 mensge thesr own asset sl ation diecusons

Default option

The Trusice acenovdedaes thal members will have difierent amntudes 1o nsk and different arms for
CossNg their retirerment savings and 50 1t 15 not passible 1o atfer a single investment option that will be
suitable tor each indwidual renissr However, having anabyted the mamibsership poofile of the OO Section

Pag Baagedts o W Py i by Lt e e i Prewghe s
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the Trusiee decided that the ldestyle arrangement set out below represents a suitable default investment
opuor for the majority of members who do not make a chowe about how thesr contnibutions (and hose
made on their behall by the employer are wivested. The ams, objectrves and pohicies redating to the default
oplion are iilended 10 ensure that assets are invested in the best interasts of relevant memisers and thesr

beneficanes

The cetault option s called the Passive Intenim Litestyle Strategy and Is @ governed solution which is
desigried and implemented by Scottish Widows. It invests in a range @f risk targeted multi-asset funds
depencing upon now 1ar each member 1§ away rom ther Mormial Retirement Age (TRA)

When a member 1s more than 42 years from NRA the Passtve Intenm Litestyle Strategy will invest
wholly in the Multi-Asset V Fuid

From 42 years up to 7 years before each members MRA, the Passive Intens Lifestyle Strategy looks to
reduce the level of investment nsk by automaticalty and gradually svatching out of the Multi-Asset v
Fund  1tinitially switches Into the Multi-Asset IV Fund foliowed by the Mudi-Asset Hil Fund and then
the Multi-Asses It Fund. At 7 years from MRA it will invest whallly in the Mult:- Asset Il Fund

Qver the final 7 years to NRA the Passive Intenm Lifestyfe Strategy will gradually switch a proportion
of each member's investments into the Annwity Purchase Func and the Monay Market Fund At NRA
1t vail target a portfodio that inves:s 35% in the Multi-Asset Il Fund, 40% in the Annuity Purchase Fund
and 25% in the Mosay farkes Fund

Thus process is ilustrated in the graph below

The objective of the Passive Intenm Lifestyle Stravegy is 1o grovi the value of 8 memoer's benetits over the
longer term whilst providing less volatility (but a potentially lower return) than investing solely in a portfolio
of global equities. In the appraach to MRA It is designed to limt the extent 10 which members’ benefits
are exposed to large fluctuations in value [t targets @ portfolsc thas books to provide fleximikity at retirement
by being broadly appropriate regardless of how each member taves thes retvement income (e.g cash

NNGRY Durchase of dravidovn)

Toow Ledwibi o) Tiaraet Povnee wierra Uatewnarl A rasstrrast Pres e [T
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(O )

Alternative investment options

Acknondedging (he chgilenge of identfng the bes: solution for different groups of rcmbxrs, the Trustee
focuses on the default option. Alongside the default yvesunent ppton, the Trustee makes swalable three
further Liestyle mvestment opiions wiuch have been deig
reirement income option. Like the Pasdve Intenm Lifestyle Strategy, these form part of Scottish Widows
range of govesned ivesiment salutions so have been desgned and mplemented by Scotush Widows

Passve Flenble Retrement Litestyle desgned for those members that intend to drawdown ncome in
reurement

Passive Imwradiaie Spenc Lifestie dewgned for thote members that intend (0 tace iher retiiemant
fund as cash

Passrve Secunng Lifzieng Income Lifestyle designed for those members that intend 1o prosade
retirement INCOme throug!h annuey purchase

Each of these Ufestyle options halds the same underbaing irvestment funds o the Passive Intenm Lifestyle
Strategy i the eady y2ars of mambersup. However n the finzl T yeaes 1o NRA they are tadared to reflect

the U get retremant INCOMe ophian

Mamtes can alvo self-seledt ‘ndividual funds 1o inves: in, These conust of the condtituent funds of the

hfesiyle programmes (referred to abovel as well as tour furthee funds detads of which & wet out m the

st lion Delow

Choosing investments

Tihe Trustee has appointed Scotiien Widaws 10 carry gut the day-to-day imvestrment of the DC Sectig
the default optian and range of Idestde strategies at¢ desgned and implementad by Scottish Widows
Scoitish Whdaws 15 respoasible fox seletung the undedving fund managers The Trustee selects the fund
managécs for sl othes Tunds otfered through the DC Secbon

The investmaent managers (0 the DO Section are currently BlackRed: and Columixa Threasdreedle, both of
which are authonsed and regulaied by the financial Condduct Authonty

The mwestrrent Denchmand:s ang obyectivies tor cach fund are given below

tlackRocy SWReltie At v SW Passive Mulp Asset V. Prowide capital growth
Compoiiie Renchmark over the long term
SV MulasAsset IV SW Passive Multi Asset IV Provide capital growth
Composite Benchmark over the long teqamn
S hudn <sset I S Passwe Mult Asset Il Prowvide capital growth
Composite Benthirnt over the long term
MW bbari By T Pia'ma® Piw=aid b wedob e A T R bodyen J00H
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Columbra
Threadneedle

SW Multi-Asset Nl

SW AL It - Acsat |

SW Passive Annaty

Purchase

UPS Balanced Growth

UPS Egunty Growth

UPS Pre-Raurement

UPS Money Market

S boney Maghet

SW Pasdrve pply Asset 1l
Composite Benchmark

S Pacereo Multi Ascot Il

Composite Benchmark

50% 1B S(vrlmg More
Gilts Index

50% FTSE UK Gilts Over
15 Years Index

60% FTSE Al-Wordd
Developed Ex-UN Index
25% 1Boux Steding Non
Gilts Over 15 Years Index
15% FTSE All-Share Index,

BOS FISE All-Wond
Developed ex-UK Index
2071 FTSE All-Share Index

6% 1Bowx Sterking Non-
Gilts Over 15 Years Index
33% FTSE UK Gilts Over

15 Years Incex

7 Day Sterling LIBIC

Provigle Capntal growth
oveér the long term

Prestde camtal grovan

ower the long term

Reflect ta some degres
the changes in the ¢ost of
purchasing a lewel
annuity

To proade a inacerate (e
Gher neturm over the
ionger-term

lo proade & hugnver
retum gwer the longer
term (compared to the
other UPS funds available

To prowde retums knked
to the bond markets that
reflect to some extent,
movements m

the price of buy:ng an
ANty

To peovide & graater
degree of capetal stabality
than other hsdets

To prowice stabhikty of
capxtal and a miedest level
of return

The pecformance of he investrment managers will Be monitored a4 frequently a5 the Trustee considers
| ! 2] ¥

appropaste in light of the prevalng drcumstances  The mondtoring takes into account both short -term

Andd e -teem Dertormiance
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5. Fee agreements

The annual fed srangomenis »ath the invesimien TANAGErS AE SUINanaed below

Passive pAUll - Asser Vv narges 0093% 0503%
Pastve MGt Aaget 1y 0410% 0094% 0504%
Passive Multi- Asset 0220% 0.097% 51T
Passive wiult Ssser it 0 420'% 0 094%, 0514%
Passive Mulb- Aot | D470% 009I% 0503
Pasyive Aanuity Muehisae £5) 0.410% 0 085% 0.495%
Mgy Market €S 0 4:0% 0 156% 0 595%
UPS Balanced Grovith D210 0.086%, 0296
UPS Equity Grovah 0.4 10% 0.084% 0 484%
UPS Money Ma'et 0 360% 0 140% 0 500%
UPS Pra-Heutraimnant 34 10"% D087S 0 467%

The Trustee reviews these charges oenodically a5 part 0f the Value foc Membier assessments

6. Additional Voluntary Contributions (AVCs) for the
Defined Benefit (DB) Section

The Trustee offers memibers of the 0B Secton the abnlty 1o aciroe acditional reticernent paviments thugioagh
an AVC policy  This AVC podhicy 15 managaed by Prudeatisl and afl 26C benefits are invested n the Prudential
With Prafits Fund

AWIh Protits Fund o a pooled nvestment vehicle, v Combinges the aasets of Ml inyestors o provide
evnoiure 1A range of asset clasies The fund @ maasged in hine with its publighed Prngples #nd Practces
of Financiai bianggement (PPELY however the provde doss have some diwcrelion ovir how thes 15

dhwend

The value of & ‘With Profic fund & ot dimectly hinked 1o ihe value of the uriertying Becets nalead. retums
twer the peood are smaothed Ly relgining some profitaan peaods of lghee goowih and paying out moce
dunng penods of lower profits This smoothing 15 Mhisved theough a cominaaton of ‘eqgular boryses and

trnal bonusss
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Regular bonutses are paid annually and represent the amount that the with profit fund manager bebeves
aporopnate 1o be passed o 10 members There s usually no guarantee that regular bonuses will pad
Once ad nowever, they cannot be taken awiy proading the memoer keeps theu investiment i the policy

untd retirement of death

Final bonuses (alse known as terminal bonuses) may be added wnen benefits are paid These are not
guaranteed and will depend on a vanely of factors including the tund performande over the pencd,

bonuses already paid, expenses etc

P Lirpamiity ol Moatart Barrdir bhwrre S pbaniet o Matutrsand Prys s Sagatt PEM
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