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Trustee Directors

Joanna Matthews joined
the Board as Chair in
October 2012. She built
her career as a pension
lawyer at Sacker &
Partners.

Joanna became a full-
time professional Trustee
in 2006 and chairs a
number of other major
pension schemes.

Lionel Sampson is the
Senior Policy Advisor to the
General Secretary of the
CWU. He was previously the
Policy Advisor dealing with

pensions.
Prior to this, he was
Divisional Representative

for the South-East Division
of the CWU, and a member
of both the Union of
Communication Workers
and National Executive Councils. He joined the Trustee
Board in October 1996 as a Member Nominated Trustee

Phil Browne joined Royal Mail
in 1980 and was a member of
the National and Postal
Executive for the
Communication Workers
Union (CWU) from 1995 to
2017, prior to which he held
various CWU positions. He
was elected to the Trustee
Board in October 2008 as a
Member Nominated Trustee.

of the National Committee of
Unite CMA. He has always
been interested in pensions
and has been a part of Unite
CMA’s pensions working
group since 2018. Gary
joined Royal Mail in 1995
learning the business from
the ground up in Delivery in
Wales and London,
Processing in Cardiff/Swansea. He worked both as an
Automation Lead and as a Shift Manager. He joined the
Trustee Board in April 2023 as a member nominated
trustee.

‘ Gary Sassoon-Hales is chair

Mark Ashworth
represents, and is a
director of, Law

Debenture, which is a
professional independent
Trustee of pension
schemes. He is a Barrister
and Chartered Secretary
and joined Law
Debenture in 2001. He
serves on the Trustee
boards of a number of
major pension

schemes.

Law Debenture was

appointed to the Trustee Board in March 2006 as an
Employer Nominated Trustee.

Paul Kennedy is the
Midlands Divisional
Representative for the
Communication

Workers Union, a post
he has held since its
creation in 1992. He
joined Royal Mail in
1974 and has held a
variety of CWU posts
since 1982. He is also a

member of the Employment Tribunals. He joined the
Trustee Board in August 2006 as a Member Nominated

Trustee.

Paul Brown spent 17
years at Post Office Ltd,
most recently as Head
of Commercial
Development. Paul has
continued to represent
Post Office Ltd on the
Trustee Board since
leaving the Post Office
in 2016. Paul Joined the
Trustee Board in August

2012 as an Employer Nominated Trustee.

Karen McKay is the
Head of HR Policy for
Royal Mail Group and is
a Member of the

Chartered Institute of
Personnel and
Development. She

joined Royal Mail in
1989 and has worked in
a number of roles
including Employee

Relations, Industrial Relations and Business Partnering.
Karen was a trustee for a charity for six years until
2022. She joined the Trustee Board in December 2022
as an Employer Nominated Trustee.

royalmailpensionplan.co.uk |




Trustee Board meetings

Number of Board Number of Board meetings

meetings attended held from 1 April 2022 to 31
March 2023

6 6
6 6
6 6
6 6
6 6
6 6
6 6
2 6
0 6

Ms J Matthews

Mr P Brown

Mr P Browne

Mr G Cunningham

Mr P Kennedy

Law Debenture Trust Corporation plc
(Represented by Mr M Ashworth)
Mr LS Sampson

Ms Karen McKay

Mr G Sassoon-Hales

Paul Kennedy was re-elected as a Member Nominated Trustee Director for a new three-year term of office
from 1 April 2022 to 31 March 2025. Karen McKay was appointed as an Employer Nominated Trustee
Director for a three-year term of office from 1 October 2022 to 30 September 2025. Graeme Cunningham
resigned as a Member Nominated Trustee Director on 31 March 2023 at the end of his term of office. Gary
Sassoon-Hales was appointed as a Member Nominated Trustee Director for a three-year term of office
from 1 April 2023 to 31 March 2026.

Trustee Sponsoring Employers Administration
Royal Mail Pensions Trustees Limited Royal Mail Group Pensions Service Centre
2nd Floor 185 Farringdon Road PO Box 5863

11 Ironmonger Lane London Pond Street

London EC1A 1AA Sheffield

EC2V 8EY S98 6AB

Post Office Ltd
Finsbury Dials

20 Finsbury Street
London

EC2Y 9AQ

Trustee Executive

Richard Law-Deeks: Balvinder Aujla: Mark Rugman: Michael Airey:
Chief Executive Officer Head of Finance Head of Membership Head of Actuarial
& Operations & Benefits
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Advisors

Outsourced Chief Investment
Officer

BlackRock Investment
Management (UK) Limited
appointed 1 February 2023

Actuary
Colin Singer FIA,
Willis Towers Watson

Auditor
KPMG LLP

Banker
The Royal Bank of Scotland

Bulk Annuity Provider
(POL Section)
Rothesay Life PLC

Custodian
JP Morgan Chase Bank

Financial Advisor
PricewaterhouseCoopers LLP
Penfida Ltd

Investment Consultant
Mercer Investment Consulting

Legal Advisor
Sacker & Partners LLP

Performance & Risk Consultant
Lane Clark & Peacock

Property Valuer
CB Richard Ellis Ltd

Solicitors
CMS Cameron McKenna Nabarro

Olswang LLP
Mills & Reeve LLP

Investment Managers

Aberdeen Inc

Allianz Global Investors

AM Squared Investors

Aegon Asset Management
terminated January 2023

Beach Point Capital Management
Black Creek Investment Management
BlackRock

Bluebay terminated October 2022
BMO Global Asset Management
terminated June 2023

Boussard and Gavaudan

Brevan Howard Asset Management
Capstone Vol (Offshore) Limited
Caxton Associates

Centerbridge Partners

Crescent Capital Group

East Lodge terminated May 2022
Elementum Advisors

Empyrean Capital

Hambro Perks appointed April 2022
Hamilton Lane

Highbridge Capital Management
Hudson Bay

Insight Investment Management
Intermediate Capital Group
Glasswing Ventures

Kames Capital terminated October
2022

Kennedy Lewis Capital Partners
Longchamp Asset Management
LaSalle Investment Management
Loomis Sayles

Macquarie Group

Marshall Wace Asset Management
MetLife Investment Management
Ninety-One European Credit
Opportunities Fund appointed June
2022

Oaktree Capital Management
Paamco Emerging Absolute Return
Fund RM Ltd

PAG Investment Management
Phoenix Property Investors
Polymer Asia (Cayman) Limited
appointed May 2022

Quantum Energy Partners

Investment Managers

Quinbrook

River & Mercantile Group merged
with Schroders

Rothesay Life

Sandbar Fund Limited

Schroders

Sculptor Capital Management
Silver Rock

Spouting Rock Asset Management
Standard Life

Taconic Capital terminated June
2022

TOR Investment Management
True Capital

TwentyFour Asset Management
terminated October 2022

UOB Investment Management Ltd
appointed November 2022

Vivo Capital

Walter Scott & Partners

These particulars are as at 31
March 2023 unless otherwise
stated
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Trustee’s Report

This is the Annual Report and Financial
Statements of the Royal Mail Pension
Plan (‘RMPP’ or the ‘Plan’) for the year
ended 31 March 2023.

Plan Governance

Trustee Arrangements

Royal Mail Pensions Trustees Limited
(‘RMPTL’) acts as Trustee for RMPP.
The Board of RMPTL is supported by an
executive team of pension
management professionals who
advises the Board on its
responsibilities and ensures that Board
decisions are implemented.

The Trustee Board has positions for
four member-nominated and four
employer-nominated Trustee Directors
(and one independent Chair). Currently
there is a vacancy for one employer-
nominated Trustee Director. Of the
current Board members two are
nominated by Royal Mail Group
(‘RMG’) and one by Post Office Ltd
('"POL') and four by nomination and
selection process run by the CWU or
Unite CMA. The independent Chair is
appointed by Royal Mail after
agreement with the Unions.

RMG and POL may remove their own
nominees at any time. A member
nominated Trustee Director can
normally only be removed with the
agreement of the rest of the Board.

No matter who they are nominated by
each Trustee Director is responsible for
protecting the benefits of all members.
Each Trustee Director contributes his
or her own blend of business
knowledge and experience when
making Trustee decisions.

Trustee Meetings
During the year the Board met
formally on 6 occasions and the
business matters addressed included:
e Funding
e Investment strategy
e Plan governance

e  Administration
e Member engagement

Sub-Committees and

Working Groups

The Board has established the
following standing Sub-Committees
and working groups (the number of
meetings held during the year is
shown in brackets):

Sub-Committees:
e  Administration (4)
e  Audit, Risk & Finance (3)
e Funding (1)
e Investment (4)

The Trustee conducted a structural
governance review which was
completed in June 2023 with an
independent governance advisor,
Isio. A number of changes are
planned for 2023/24 including
merging of the Funding and
Investment sub-committees as well
as a review of member nominated
Trustee arrangements.

Working Groups:
e Implementation Working
Group (5)

e De-risking Working Group
(1)

Additionally, the following Sub-
Committees conduct business by
correspondence and by meeting as
required:

e Internal Disputes

Resolution (6)
e Discretions (0)
e Emergency events (0)

Trustee Training

The Board follows The Pensions
Regulator’s Code of Practice on
Trustee Knowledge and
Understanding. During the year,
training has been undertaken by
the Board on net zero feasibility
and carbon credits.

All Trustee Directors have
completed The Pensions
Regulator’s training course, the
‘Trustee Toolkit'.

Plan Structure

The Plan is divided into six
Sections, A, B, C, D, Eand F.
Sections A, B and E contain the
benefit rules and schedules for
former members of the Post
Office Staff Superannuation
Scheme (‘POSSS’) and Section C
contains the rules for former
members of the Post Office
Pension Scheme ('POPS').
Section D contains the matching
AVC arrangement for Section C
and F members. With effect
from 1st April 2008, Sections A,
B, C and E of the Plan were
closed to new entrants.

In 2018, Section F was added to
enable the Trustee to admit,
with effect from 1st April 2018,
those members of the Royal
Mail Defined Contribution Plan
who meet the eligibility criteria
of joining the Plan and who
choose to do so. With effect
from 31st March 2018 Sections
B and C ceased accrual of
benefits on the previous benefit
basis (i.e., Career Salary Defined
Benefit) and along with Section F
members were able to build up
benefits under a new Defined
Benefit Cash Balance Scheme
(‘DBCBS’).

In line with the change in status
of POL introduced by the Postal
Services Act, with effect from 1st
April 2012 POL became a
principal employer and distinct
RMG and POL Sections with
separate funding and
investment arrangements were
created within the Plan.
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pensioners) were transferred to a
new Government scheme, the Royal
Mail Statutory Pension Scheme
(‘RMSPS’). The DBCBS also has its
own separate funding and investment
arrangements.

For the RMG Section and the DBCBS
the principal employer is RMG and
the participating employers are RM
Property and Facilities Solutions
Limited and The Postal Heritage
Trust. On 28th February 2023, The
Postal Heritage Trust ceased to have
any active members. Ordinarily, this
would have triggered a debt on The
Postal Heritage Trust as the leaving
company under section 75 of the
Pensions Act 1995, however as the
RMG Section is currently in surplus on
a buy-out basis, any section 75 debt is
expected to be zero. On this basis the
Trustee agreed a flexible
apportionment arrangement (FAA) to
legally transfer the liabilities of Postal
Heritage to RMG.

The Plan is a registered scheme under
part IV of the Finance Act 2004 and as
such certain parts of its income and
chargeable gains are free from
taxation. The Plan’s Pension Scheme
Taxation Reference (PSTR) number is
00328877RE. The Plan is also
registered with the Pension Schemes
Registry with a reference number of
100981732.

Membership Administration
The Board has delegated benefit
administration to the Royal Mail
Pensions Service Centre in Sheffield
under contractual arrangements.
These arrangements specify service
levels against which the Board
monitors performance. The contact
details and address for all enquiries is
shown on the back page of this
document.

Contributions

Contributions to the Plan, which in
total amounted to £344 million
during the year, were received in
accordance with the schedules of
contributions as shown in the
Trustee’s Summary of Contributions
on page 40.

Following agreement between RMG
and the Trustee, RMG’s
contributions that were previously
due to the Plan in respect of accrual
benefits from 1st September 2017
to 31st March 2018, have been
accumulated in a fund which is not
part of the assets of the Plan. A full
escrow arrangement was set up in
October 2019 which holds these
assets. The assets amount to £196
million as at 31st March 2023 (2022:
£193 million).

In June 2023 the Trustee reviewed
the funding position and made a
decision to release the escrow, at
the request of RMG and the
Communication Workers Union.
RMG will use £126m for a special
lump sum to employees as soon as
practicable with the remainder to be
released for the RMCPP in due
course. The RMG Section is well-
funded and the additional support
offered by the escrow was no longer
deemed necessary.

Pension Increases

Pensions are increased in
accordance with legislation and the
Trust Deed & Rules. Currently, this
means that for Sections A, Band E
pensions in payment, the rate of
increase is measured by reference to
the Consumer Prices Index (CPI), and
for Section C it is measured by
reference to the Retail Prices Index
(RPI1), up to @ maximum of 5%.

In April 2023, the increase for
Sections A, B & E pensions in
payment was 10.1 % (2022: 3.1%).
For deferred members of these
sections, pensions are revalued in
the same way. The increase for
Section C pensions in payment was
5.0 % (2022: 4.9%) For deferred
members in Section C, each
member’s pension is revalued for
the period between the date of
leaving service and the date the
pension commences, by reference
to CPl and in accordance with the
Pension Schemes Act 1993. No
discretionary increases were
awarded.

DBCBS increases

The DBCBS, in which members
have been building up benefits
since April 2018, provides a cash
lump sum at a rate set by the
Company (initially at 19.6% of
each year’s pensionable pay)
with further discretionary
increases to the lump sum being
targeted, but not guaranteed,
each year. Once credited, those
increases are guaranteed.

The DBCBS reported its funding
update at 31st March 2022
(related to members and their
Cash Balance at that date) which
led to a discretionary pension
increase of 11.3% being awarded
at 31st March 2023 (2022: 4.6%).

Transfer Values

During the year, transfer values
in respect of withdrawing
members were calculated and
verified in the manner
prescribed by legislation. Where
required allowance has been
made for discretionary
increases. The Plan does not
accept transfers from other
schemes.

Risk Management and

Internal Controls

The Board has established a risk
management framework which
enables it to review on a regular
basis the risks faced by the Plan.
Internal control systems are also
reviewed regularly by the Board
through its Audit, Risk and
Finance Sub- Committee. The
Board’s Statement on Risk
Management and Internal
Control (Appendix 6) includes a
summary of the main risks faced
by the Plan.

Responsible Investment
The Trustee has a Responsible
Investment Mission Statement
that reads:
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We recognise that long-term
sustainability issues, particularly
climate change, present risks and
opportunities that may increasingly
require explicit consideration;

We commit to be an engaged and
responsible long-term investor in the
assets and markets in which we
invest;

We believe that the integration of
financially material environmental
(including climate change), social and
governance (“ESG”) factors within our
investment process is not detrimental
to the Plan’s investment risk,
Responsible investment does not
need to require sacrificing returns. It
can, in fact, enhance risk and return
characteristics and assist risk
management in the sustainable long
term expected returns from the
Plan’s investments. ;

We aim to continually enhance and
develop our approach, in line with
our ESG ‘roadmap’ to ensure the Plan
is relatively advanced in its ESG and
Climate development;

We will work closely with the
BlackRock Outsourced Chief
Investment Office(and other advisers)
to ensure ESG factors are integral to
investment decisions;

We work closely with the Plan
sponsor onESG issues including
communicating the Plan’s Net Zero
commitment and to manage any key
ESG risks identified in the covenant
risk review;

We will monitor and review ESG risks
(including climate) regularly and
where appropriate take actions
identified as part of that monitoring
and review to mitigate those risks;

We appointed a Trustee Board ESG
‘Champion’ to develop the Trustee’s
ESG and climate awareness and to
enable Trustee engagement in the
Plan’s ESG/Climate progress;

We aim to appoint and retain
managers whose beliefs and
practices are consistent with our
beliefs  on ESG risks  and
opportunities (where relevant to
their mandate) and we encourage
best stewardship practice from our
investment managers.

We will actively engage with our
investment managers regarding the
portfolios’ carbon emissions with a
view to achieving the Plan’s emission
reduction targets;

We will communicate ESG and
Climate developments to the
membership at least annually;

As part of our commitment to
Responsible Investment, the Planis a
signatory to the United Nations-
backed Principles for Responsible
Investment and to the UK
Stewardship Code; and

The Plan is a signatory to Climate
initiatives such as Climate Action
100+ and the Transition Pathway
Initiative (TPI).

The Trustee’s policy on Responsible
Investment is included in its
Statement of Investment Principles.

Environmental (including
climate change) Social and

Governance policy

The Plan’s Statement of Investment
Principles reflects the ESG policy that
specifically includes the
consideration of climate change.

Through its Investment Sub-
Committee, the Trustee:

- Has received reports from its
managers on how they have
exercised their voting rights and how
they have engaged with investee
companies. The Trustee holds the
investment managers responsible for
their decisions in the use of voting
rights on all issues including
remuneration policy.

-Has completed the new UN PRI
Reporting Framework in
September 2023. Feedback on
compliance is expected at the end
of the year.

- Has ensured that those of its
investment managers who hold UK
listed shares comply with the FRC's
UK Stewardship Code; and

- Has received reports from
Sustainalytics who engages with
companies in the Plan’s equity
(including emerging markets) and
corporate bond portfolios on ESG
issues and makes
recommendations. Sustainalytics
engage on numerous issues
including environment, human
rights, labour rights and business
ethics.

The Trustee recognises that
engagement is a key tool in driving
change. Investment managers are
regularly reviewed and scored on
their ESG policies and activity.

Key Events during 2022/23

Investments

The year saw continued volatility
in capital markets with concerns
focused on high inflation, interest
rates and global economic growth.

On Friday 23th September 2022,
the Government’s “mini budget”
prompted market concerns over
the tax-cutting growth plan,
presented in the absence of full
fiscal projections and ahead of the
expected start of Quantitative
Tightening in early October. This
led to a spike in UK interest rates
causing market disruption and
sparked a sell-off in gilts. With
30yr real yields having risen from
zero to over 1% in the space of just
three trading sessions, this started
to cause collateral shortages for
some pension schemes and
liability-driven investment (“LDI”)
funds and stressed the ability for
many pension schemes to react
and settle additional collateral into
LDI accounts.
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Gilt sales accelerated yield moves,
prompting more pension schemes
and funds to run into difficulty
sourcing extra collateral quickly
enough, forcing further sales. The
additional collateral could not be
raised quickly enough for many
pension schemes to survive the
accelerating pace of the market
moves.

On Wednesday 28th September
2022 the Bank of England (BoE)
entered the market to break the
loop by undertaking a gilt market
operation to buy gilts to stabilise
yields. The removal of the
pressure on the market from
further forced gilt sales and the
reassurance and confidence
provided to those eyeing gilt
yields as now quite attractive was
enough to drive a sharp rally. This
resulted in a 1.5% round trip in
30yr real yields on the day, with
yields ending 1% lower than when
they opened.

During this period, to preserve its
prudent level of collateral
sufficiency, the Plan had sold a
selection of liquid assets across
both Royal Mail Sections to
support its collateral positions and
as a result did not have to close
out any of its interest rate or
inflation protection and both
Sections retain significant levels of
collateral buffers against a similar
recurrence of such market moves.

The RMG Section continued its
de- risking journey, removing
exposure to its equity and asset-
backed bond holdings. The DBCBS
continued its deployment to
venture capital whilst also
reducing its equity and secured
finance holdings.

These changes also enabled
extensions to the interest-rate and
inflation hedging within that
Section.

The absolute return portfolio
(unitised between the RMG Section
and DBCBS), which is actively
managed, saw some repositioning
during the year to reduce exposure
to areas considered to be less
attractive in the current market
environment, and the private debt
portfolio paused new purchases as
dollar strength and strong
performance had led that portfolio
to be overweight versus its target
allocation.

Since its closure in 2018, the RMG
Section’s funding position remains
in surplus, which broadly remains
unchanged over the course of the
year, while a further increase to
the guaranteed lump sum was
awarded to members of the
DBCBS.

The POL Section de-risked in July
2017 when it entered into a buy-in
contract with Rothesay Life. At
that time, the majority of the
Section’s assets were liquidated to
facilitate the purchase of the buy-in
insurance contract. The latest
annual independent fee and costs
review conducted by specialist
benchmarking company, CEM,
showed continued value-add.

ESG developments

Work on ESG compliance has been
carried out including the
completion of an Implementation
Statement which discloses
significant proxy voting activity and
behaviours throughout the Plan
year. This Statement is included in
the Reports and Accounts, (see
Appendix 5).

The Plan has for many years been a
signatory to UN Principle for
Responsible Investment (“PRI”) which
acts as a framework for investors to
take ESG issues into account. The
Plan has been accepted as a signatory
to the new Financial Reporting
Council (“FRC”) UK Stewardship Code.
Furthermore, the Plan has invested in
climate-related investments, namely
renewable and net-zero carbon
energy.

The Trustee signed up to the
Transition Pathway Initiative (“TPI”)
in September 2021. This initiative is
led by asset owners (like pension
funds) that assess companies
preparedness to the transition to a
low carbon economy and supplies
efforts to address climate change.

The initiative is partnered by
Grantham House Research, The
London School of Economics and the
UN PRI. Data is provided by FTSE
Russell covering over 4000 companies
worldwide. TPI provides data for
Climate Action 100+, a body that the
Plan has also signed up to; they
engage with around 160 companies
that are the largest Green House Gas
(“GHG”) emitters, actively working
with these companies to materially
reduce their emissions in order to be
in line with the Paris Agreement
2015.

The Trustee is also exploring the
merits of joining other climate related
initiatives.

The Task Force on Climate-Related
Financial Disclosures (“TCFD”) was
created by the Financial Stability
Board (“FSB”) and requires the Plan
to disclose the impacts of climate
change on the investments held. The
Trustee Climate report, including
TCFD disclosures, can be accessed
from the Plan’s website
www.royalmailpensionplan.co.uk in
the media library section.
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During the year Sustainalytics has
engaged with a total of 50
companies across 51 cases on behalf
of the Plan. 4 new cases were
opened during this period focusing
on material ESG risk issues and 2
new cases were opened focusing on
sustainability and international
standards. The following case studies
provide examples of engagement
activities undertaken.

Case study 1: Encouraging Managers
to sign up to UN PRI and other ESG/
Climate related bodies:

Almost all managers appointed by
RMPP are now signatories to UN PRI
as this has been encouraged as a
standard requirement with
managers requested to explain good
reasons for not being a signatory.

Case Study 2: Green Gilts

The majority of the Plan’s assets are
in UK Government Gilts managed by
BlackRock as part of the liability
hedging strategy in the RMG Section.
BlackRock bought the Plan’s first UK
Conventional Green Gilt (2053) at
£21min late 2021.

Case Study 3: Sustainalytics:
Walmart Labour rights

The Plan was a signatory to a
collaborative investor letter in 2017
persuading Walmart to engage with
Sustainalytics on their labour rights
issues. Walmart has since
strengthened its labour rights. They
provide detailed human capital
disclosures that are updated
annually. There are still some legal
actions remaining but as at end of
2022 they were not facing any new
significant incidents.

Case Study 4: Beach Point
International Oncology Care Inc
Diversity

Beach Point was active in assisting
the company install a new Board and
management team that was two-
thirds female, while also instilling a
culture of compliance that was
previously a core failing in the
company’s governance.

ESG risk

The Trustee acknowledges that
ESG including climate change is a
material risk which has been
added to the Plan’s risk register.
The risk is monitored by the
Trustee through the Plan’s risk
management process.

The Trustee continues to focus on
ESG. The Plan has
comprehensively reviewed its
approach to ESG which has
included setting an ESG ambition
and a comprehensive roadmap of
actions to undertake to achieve
that ambition. The ESG Road Map
is progressing well and an action
control sheet is in place to
monitor the achievement
milestones against the agreed
ESG ambitions set by the Trustee.

Liaison with Royal Mail

Statutory Pension Scheme
The Trustee has continued to
work with the RMSPS Manager to
ensure service to members with
benefits in both schemes
continues to be as seamless as
practicable. There are regular
meetings between the teams
supporting both schemes and
there is regular reporting to the
Plan’s Trustee on the service
provided.

Accounting

The Plan’s assets have decreased
in value from £13,571 million at
31st March 2022 to £9,726
million at 31st March 2023. There
were receipts from contributions,
including additional voluntary
contributions of £357 million and
benefit and transfer payments
were £175 million. The decrease
in the market value of
investments during the year was
£4,071 million (shown in the
financial statements in Note 7).
The decrease is largely
attributable to the LDl mandates
which have seen significant falls
consistent with the fall in the
value of liabilities, due to a rise in
gilt yields.

10

Investment income totalled £73 million
and there were expenses of £29 million.

Membership Summary

Total membership marginally decreased
from 123,874 to 123,590 during the year.
The number of employee members
decreased from 71,1732 to 66,535 as at
31st March 2023. The number of
deferred members has increased from
19,519 to 20,206 and the number of
pensioners has also increased from
32,623 to 36,849. A full analysis of
membership appears in Appendix 1.

Actuarial Valuation and Funding
Update

The table over the page includes the
results of the latest funding updates.

The latest RMG Section results will be
distributed to members later this year.
For the POL Section, the Post Office
informed the Trustee, in February 2020,
that it had found some errors in the
salary data provided to Pensions Service
Centre.

The Trustee is currently working with the
Post Office to support the corrections
that will be required. The 31st March
2021 actuarial valuation and actuarial
reports at 2020 and 2022 were delayed
as a result of the salary correction
exercise. The Trustee is currently working
towards completing the 2021 valuation
by 31st December 2023. The errors
existed prior to the actuarial valuation
and therefore the previous 2018
valuation results and 2019 funding
update may not be accurate for the POL
Section. The DBCBS reported a surplus of
£40m at 31st March 2022 which led to a
discretionary pension increase being
awarded at 31st March 2023.

The actuarial certificates on page 41
confirm that the agreed Schedules of
Contributions are in accordance with the
Trustee’s Statement of Funding
Principles.
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POL partial buy-out

The Trustee purchased a bulk annuity
insurance contract with Rothesay Life
in 2017 to support its strategy to de-
risk the POL Section and minimise
fluctuations in the funding level. After
careful consideration advice from
advisors, the Trustee decided it would
be appropriate to move to the next
step of converting this bulk insurance
policy into individual policies for each
member. This process is known as a
‘Partial Buy-out’ and once complete,
Rothesay Life will take over
responsibility for directly paying the
members benefits that the policies
cover.

The PSC has been reviewing and
updating the POL Section
membership data to Rothesay Life to
facilitate this smooth transition. The
Trustee wrote to members in January
2020 informing them of this decision
to proceed with the Partial Buyout.
The partial buyout will be
implemented following completion of
the POL Section correction exercise
referenced earlier in this report. The
Executive and Trustee continue to
support the PSC with the Partial
Buyout transition.

Actuarial Valuation and Funding Update by Section

Actuarial
valuation

31 March 2018
£m

Annual funding
update 31
March 2019

Annual funding
update 31
March 2020

Actuarial
valuation

31 March 2021
£m £m
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Valuation of the POL annuity
The valuation of the buy-in contract
at 31st March 2023 was £262m
(2022: £420m). The assumptions used
are stated as being consistent with
the Technical Provisions basis
adopted by the Plan Trustee for
funding purposes, as set out in the
most recent Statement of Funding
Principles in relation to the 31st
March 2018 triennial valuation,
adjusted for market conditions (in
particular the discount rate and
inflation assumptions) to 31st March
2023. The assumptions are
considered reasonable under the
flexibility provided by the Pensions
Statement of Recommended Practice.

Annual funding
update 31
March 2022
£m

10,464 11,183 11,302 11,525
10,411 10,664 10,641 10,375
53 519 661 1,150
396 735 1,181 1,543
386 717 1,151 1,503
10 18 30 40

RMG Section

Assets 9,986
Liabilities 9,854
Surplus 132
DBCBS

Assets n/a
Liabilities n/a
Surplus n/a
POL Section

Assets 438
Liabilities 414
Surplus 24

427 See above update
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Royal Mail Collective Pension
Plan (RMCPP)

The Company has been working
closely with the CWU and other
stakeholders to make the Royal Mail
Collective Pension Plan (RMCPP) a
reality for Royal Mail and its people.
It will contain a Collective Defined
Contribution (CDC) section and a
Lump Sum section (similar in nature
to the DBCBS). The RMCPP will
replace the transitional DBCBS.

The RMCPP Trustee’s application to
the Pensions Regulator for
authorisation as a CDC plan has been
approved. However, further changes
are needed to regulation before
RMCPP can be launched.

Investment

Investment Policy

The Trustee’s Statement of
Investment Principles (‘SIP’) covers
Fund governance; Investment
objective; Risk and return;
Diversification of risks; Strategic
management; Investment managers;
Cash flow management; AVCs;
Responsible Investment; and
Compliance with, and review of,
the SIP.

Each Section’s spread of investments
continues to balance security and
growth in order to pay the RMPP’s

benefits when they become due.

The SIPs for both RMG and POL were
updated in September 2022 and are
included in Appendix 3. The SIPs can
also be accessed on the Plan’s website
www.royalmailpensionplan.co.uk in
the media library section The SIPs are
also available to Plan members on
request. The Trustee confirms that it
complies with the updated Myners’
Principles which provide guidance on
best practice in investment decision-
making.

Investment Strategy

The investment strategy of the Plan
aims to safeguard the assets and to
provide, together with contributions,
the financial resource from which
benefits are paid. Investing assets
inevitably exposes the Plan to risks.
These risks can be broadly classified as
those inherent in the safe custody and
record- keeping of assets and those
inherent in the investment markets.

The assets of the Plan are kept totally
separate from the finances of the
Sponsoring Employers. In order to
control their title and security, the
Trustee holds the assets in designated
custodian accounts and

uses the safekeeping services of the
custodian. The risks inherent in the
investment markets for the RMG
Section (and DBCB Section) are

12

partially mitigated by pursuing a
widely diversified approach

across asset classes and fund
managers. The majority of POL
Section’s assets are held under the
buy-in policy with Rothesay.

The charts over the page show the
weightings of the different types of
asset held at 31st March 2023 for
the RMG, DBCBS and POL Sections
along with the weightings for the
previous year, which visually
illustrates the portfolio
restructuring which took place.

The RMG Section and DBCBS invest
in a mix of risk-reducing and
return-seeking assets. The Plan
invests in derivatives
(predominantly swaps and options)
to reduce interest rate and
inflation risk whilst maintaining
expected investment returns.

Derivatives are included in the
charts below as ‘liability-hedging
assets, derivatives, collateral’. The
charts show assets on an economic
exposure basis and include pooled
investments which have been
redistributed in the chart to reflect
the underlying values by asset type
(i.e. equities, property, bonds).
Therefore, the charts may differ
from the analysis of investment
values included in the financial
statements.

royalmailpensionplan.co.uk |
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RMG Section Asset allocation up to 31 March 2023

M Equity alpha
M Equity beta
m Property
Higher risk credit
B Lower risk credit
B Absolute return
W Liability hedging assets,

derivatives, collateral

B Surplus cash

Swaps (inc TRS) 3.3% Repo 6.5% i.e. the absolute value of the derivatives’ underlying amounts as a percentage of
the total asset value of the RMG Section

RMG Section Asset allocation up to 31 March 2022

W Equity alpa
H Equity beta
M Property
Higher risk credit
M Lower risk credit
M Absolute return
M Liability hedging assets,

derivatives, collateral

M Surplus cash

Swaps (inc TRS) 1.4% Repo 4.5% i.e. the absolute value of the derivatives’ underlying amounts as a percentage of
the total asset value of the RMG Section
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DBCBS Asset allocation up to 31 March 2023
m Equities
u Property

M Emerging market debt

Private debt
. (]

M High yield credit

()
4335 m Secured finance

H Absolute return

H Liability hedging
assets, derivatives,

collateral
H Leveraged high quality

ABS

M Cash

Swaps (inc TRS) 26.7% Repo 10.2% i.e. the absolute value of the derivatives’ underlying amounts as a percentage of
the total asset value of the DBCBS

DBCBS Asset allocation up to 31 March 2022

M Equities
M Property
m Emerging market debt
Private debt
M High yield credit
M Secured finance
H Absolute return
M Liability hedging assets,

derivatives, collateral

M Leveraged high quality
ABS

H Cash

Swaps (inc TRS) 15.5% Repo 23.6% i.e. the absolute value of the derivatives’ underlying amounts as a percentage of
the total asset value of the DBCBS
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POL Section Asset allocation up to 31 March 2023

m Equities (listed and
private)

H Alternative
investments

1 Property (incl.
property-linked debt)

H High yield credit
H Emerging market debt

H Liability hedging
assets, derivatives,

collateral
m Cash

m Bulk purchase annuity

POL Section Asset allocation up to 31 March 2022

M Equities (listed and private)

M Alternative investments

1 Property (incl. property-
linked debt

B Emerging market debt

W Liability hedging assets,
derivatives, collateral,
currency hedge

M Cash

m Bulk purchase annuity
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Investment Managers

The Plan’s assets were managed by several external investment managers as detailed below.

m

Aberdeen Inc Global Investment Grade Credit 289
Allianz Global Investors Real estate 16
AM Squared Alternatives 66
Boussard and Gavaudan Alternatives 27
Beach Point Capital Management High Yield Debt and Fixed Income 163
Black Creek Investment Managament Inc Global Unconstrained Equities 65
BlackRock* Liability Driven Investment, Infrastructure Debt, Gilts 5,521
BMO Global Asset Management* Liability Driven Investment 540
Brevan Howard Asset Management Alternatives 44
Capstone Vol (Offshore) Limited Alternatives 8
Caxton Associates Alternatives 49
Centerbridge Partners Private Debt 45
Crescent Capital Group Private Debt 83
Elementum Advisors Alternatives 3
Empyrean Capital Alternatives 14
Glasswing Ventures Alternatives 4
Hambro Perks Private Equity 9
Hamilton Lane Private Equity 20
Highbridge Capital Management Private Debt 19
Hudson Bay Alternatives 43
Insight Investment Management Private Debt 170
Intermediate Capital Group Private Debt 140
Kennedy Lewis Capital Partners Private Debt 16
LaSalle Investment Management UK Property and Real Estate Debt 577
Longchamp Asset Management Emerging Market Equities 22
Loomis Sayles Global Investment Grade Credit 299
Macquarie Group Asian Infrastructure 21
Marshall Wace Asset Management Alternatives 17
MetLife Investment Management Infrastructure Debt 54
Ninety One European Credit Opportunities Private Debt 3
Oaktree Capital Management Private Debt, Emerging Markets, Mezzanine & Real Estate 155
Paamco Emerging Absolute Return Fund RM Ltd Absolute Return Emerging Manager 66
PAG Investment Management Alternatives 73
Phoenix Property Investors Real Estate Debt 7
Polymer Asia (Cayman) Limited Alternatives 20
Quantum Energy Partners Private Equity 82
Quinbrook Infrastructure Partners Private Equity & Real Assets 103
Rothesay Life Insurance Contract 262
Sandbar Fund Limited Alternatives 11
Schroders Asset Management Private Debt 18
Sculptor Capital Management Real Estate Debt 12
Silver Rock Financial LP Private Debt 20
Spouting Rock Asset Management Global Small Cap Equity 18
TOR Investment Management Alternatives 59
True Capital Private Equity 4
UOB Investment Management Partners Ltd Private Equity 4
Vivo Capital Private Equity 15
Walter Scott Global Unconstrained Equities 0
Other residual assets Residual assets 2
Cash and other assets 327
AVC Investments 136
Other non-investment assets and liabilities 14
TOTAL 9,726

*BlackRock and BMO Global Asset Management managed the Liability Driven Investment Portfolios during
the year through Pooled Investment Vehicles. Although this forms a large proportion of the Plan’s assets,
risk is mitigated through holding a spread of underlying assets comprising index-linked gilts (backed by
Government), swap contracts, repos and cash.

The investment managers receive a fee for the management of mandates. Fees are paid by the Trustee
and recharged to the Plan or are taken directly from the fund by the investment manager. Where relevant,
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a performance fee is also charged which is only payable if a return higher than the specific benchmark
return set for that portfolio is achieved (see Note 5 to the accounts).

Asset groupings explained

Asset category Components

Equity alpha Developed market equities with offsetting swaps, to remove the impact of
movements in equity markets, and isolate returns solely from manager
skill.

Equity beta Private market and emerging market equities.

Property UK and overseas property (excluding HLV property which forms part of
liability hedging assets).

Absolute return Investments designed to provide a positive return in all markets.

Higher risk credit High yield, private and emerging market debt.

Lower risk credit CLOs, investment grade and infrastructure debt, secured finance
and absolute return bonds.

Alternatives Private debt and absolute return.

Annuity Bulk purchase annuity that insures a subset of members for the POL
scheme.

Liability hedging Government bonds, swaps and other instruments designed
to hedge the interest rate and inflation sensitivity of the liabilities.

Cash Cash and money market funds.

Leveraged high quality ABS Investment grade asset backed securities.
(asset backed securities)

Liquidity of Investments

The Trustee regards the majority of the
investments as readily realisable, apart from
the buy-in policy in the POL Section. Other
exceptions include certain pooled investments,
private equity, private debt, property and some
corporate bonds, which due either to the
nature of the investments or current market
conditions means they are less liquid than the
rest of the investment portfolio.

Investment Returns

The tables on the next page show the Plan’s
returns for return-seeking assets for the year
ended 31st March 2023 as well as annualised
returns for the three years to the same date,
split by Section.

RMG Section Year 3 years

to 31 March 2023 to 31 March 2023
Return on return-seeking assets (%) p.a. -1.0% 5.5%
Target (3M Libor to 31Dec21 and overnight SONIA thereafter) 2.5% 1.0%
Return on liability-matching assets and cash p.a. -40.4% -15.9%
DBCBS Year 3 years

to 31 March 2023 to 31 March 2023
Return on return-seeking assets (%) p.a. 0.9% 6.8%
Return on liability-matching assets and cash p.a. -39.2% 17.4%
Total assets -9.4% 0.9%
Target (gilts + 3.6% p.a.)** -12.3 -5.3%
POL Section Year 3 years

to 31 March 2023 to 31 March 2023
Return on return-seeking assets (%) p.a.*** 4.6% 14.8%
Target (3M Libor to 31Dec21 and overnight SONIA thereafter) 2.5% 1.0%
Return on liability-matching assets and cash p.a.**** -12.6% -3.9%
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* 90% FTSE Actuaries UK Conventional Gilts All Stocks Index, 5% FTSE Actuaries UK Conventional Gilts 5 to 15
Yr Index, 5% FTSE Actuaries UK Conventional Gilts under 5 Yr Index

ok The POL Section’s relatively small allocation to return seeking assets are legacy illiquid holdings now in run-
off

HoEE For periods after July 2017 the performance figures for the “Liability-matching and cash” excludes any

contribution from the bulk purchase annuity contracts that was transacted at that time.

MWR  Money-weighted return basis

All performance figures quoted are calculated on a time-weighted return basis, unless otherwise indicated.

Conclusion
We have continued to deliver for the members of the Plan
despite volatility in capital markets with concerns focused

on high inflation, interest rates and global economic growth.

In May 2022 the RMG Section’s triennial actuarial valuation
as at 31st March 2021 was completed which resulted in an
increase in the surplus from the 2018 valuation of £132
million to £661 million. The Section remains fully funded at
31st March 2023.

The RMG Section continued its de-risking journey, removing
exposure to its equity and asset-backed bond holdings. The
Section achieved a negative return of 32.2% over the 12
months to 31st March 2023, driven by the liability- hedging
portfolio and the return seeking portfolio which achieved a
negative return of 1.1% over the year. Over the 3-year
period the Section achieved a negative return of 11.4% per
annum, with the return seeking assets returning 5.5% per
annum. Since 1st April 2012, the return-seeking portfolio
returned 6.1% per annum.

The DBCBS received £344 million in new contributions. The
DBCBS continued its deployment to venture capital whilst
also reducing its equity and secured finance holdings. The
performance of the Section since its inception was sufficient
to award a pension increase of 11.3% at 31st March 2023%.

Work continues to progress for the POL ‘Partial Buy-out’.

Cyber resilience remains a key area of risk for pension
schemes and we continue to develop our strategy and
contingency plans in this area. The cyber incident in the
main sponsor, Royal Mail, in January 2023, whilst thankfully
not impacting the Plan, is a prime example of why the

Trustee and Plan needs to be prepared. Similarly, we
continue to develop our strategies in relation to ESG and
decision making, with a view to enhancing the sustainable
long term expected returns. Engagement with the Plan’s
investment managers will be a key tool in driving change
and ensuring the Plan remains a responsible long-term
investor. We are now on the second iteration of our TCFD
report, the first of which pleasingly has received positive
feedback from stakeholders.

With regards to Trustee developments, Paul Kennedy was
re-elected as a Member Nominated Trustee Director for a
new three-year term of office from 1st April 2022. Karen
McKay was appointed as an Employer Nominated Trustee
Director for a three-year term of office from 1st October
2022. Graeme Cunningham resigned as Member
Nominated Trustee Director on 31st March 2023 at the end
of his term of office. Gary Sassoon-Hales was appointed as
a Member Nominated Trustee Director for a three-year
term of office from 1st April 2023.

The Trustee Board would like to thank Graeme for his
contribution to the Board.

The Trustee Board would also like to thank the RMPTL
Executive, the Royal Mail Pensions Service Centre, the
Royal Mail Pensions Strategy Team and our team of
external advisors for their assistance throughout the year.

Joanna Matthews — Chair
October 2023
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Statement of Trustee’s Responsibilities for the
Financial Statements

The audited financial statements, which are required 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, are the responsibility of the Trustee. Pension scheme regulations
require the Trustee to make available to Plan members, beneficiaries and certain other parties, audited
financial statements for each Plan year which:

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

e assessing the Plan’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 Plan, or has no
realistic alternative but to do so; and

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

The Trustee also have certain responsibilities in respect of contributions which are set out in the
statement of Trustee responsibilities accompanying the Trustee summary of contributions.

The Trustee is responsible for such internal control as it determines is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error, and have
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 Plan and to prevent and detect fraud and other
irregularities. The Trustee is responsible for the maintenance and integrity of the Plan and financial
information included on the Plan’s website. Legislation in the United Kingdom governing the preparation
and dissemination of financial statements may differ from legislation in other jurisdictions.

Statement of Trustee Responsibilities in respect of Contributions

The Plan’s Trustee is responsible under pensions legislation for ensuring that there is prepared,
maintained and from time to time revised schedules of contributions showing the rates of contributions
payable towards the Plan by or on behalf of the employer and the active members of the Plan and the
dates on or before which such contributions are to be paid. The Plan’s Trustee are also responsible for
keeping records of contributions received in respect of any active member of the Plan and for monitoring
that contributions are made to the Plan in accordance with the schedules.
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Royal Mail Pension Plan Financial Statements

Fund Account
for the year ended 31 March 2023

2023
Motes £m

Coniitintioneand i |
Employer Contributions 1 247 262
Employee Contributions 3 | 110 124
Benefits 2 (156) (125)
FPayment to and on account of leavers 3 (19) (29)
132 232
Administrative expenses 4 (13) (12)
Met additions from dealings with members 169 220
Investment income 6 73 46
Change in the market value of investments 7 (4,071) 347
Investment management expenses 5 (16} (16)
Met return on investments {4,014) 377
Net {decrease)/increase in the fund during the year (3,845) 597
Net Assets of the Plan-
At start of the year 13,571 12,974
At end of the year 9,726 13,571

The Accounting Policies and Notes on pages 22 to 34 form an integral part of the financial statements.
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Statement of Net Assets (available for benefits)

as at 31 March 2023
L I

Investment Assets
Equities 7 27 75
Property 7.9 533 626
Bonds 7 211 1,212
Pooled investment vehicles 7.8 7,606 10,616
Insurance policies Fi 262 420
Derivative contracts 710 26 11
AVC investment 712 136 141
Cash 711 393 367
Other investment assets 7.16 49 109

9,843 13,677
Investment Liabilities
Derivative contracts 7,10 (7) (5)
Other investment liabilities 7,16 (96) (88)

(103) (93)
Met Investment assets

9,740 13,584
Current assets 31 22
Current liabilities 13 [45) (35)
Met assets of the Plan

9,726 12,571

The Accounting Policies and Notes on pages 22 to 34 form an integral part of the financial statements.

The financial statements summarise the transactions of the Plan and deal with the net assets at the disposal
of the Trustee. They do not take into account obligations to pay pensions and benefits which fall due after
the end of the Plan year. The actuarial position of the Plan, which does take into account such obligations,
is dealt with in the Report on Actuarial Liabilities included on page 42 and these financial statements should
be read in conjunction with that report.

Approved by the Trustee and signed on behalf of the Directors by:

J Matthews Director R Law-Deeks Chief Executive Officer
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Accounting Policies

Basis of Preparation

The financial statements have been prepared in accordance with the Occupational Pension Scheme
(Requirement to obtain Audited Accounts and a statement from the Auditor) Regulators 1996, Financial
Reporting Standard 102 — the Financial Reporting Standard applicable in the UK and Republic of Ireland
issued by the Financial Reporting Council and with the guidance set out in the Statement of Recommended
Practice (SORP) (revised 2018).

Basis of Accounting

The Plan is established as a trust under English law. The address for enquiries to the Plan is listed on page
4. The financial statements state the assets at market value. The long-term financial position of the Plan
including liabilities for pensions and other benefits which are expected to arise in the future and which are
not reflected in the financial statements, is dealt with in the Actuarial Valuation Reports as at 31 March
2021 (RMG Section) and 31 March 2018 (POL Section).

Going Concern

The financial statements are prepared on a going concern basis, which the Trustee believes to be
appropriate as it believes that the Plan has adequate resources to realise its assets and meet benefit
obligations in the normal course of affairs for at least the next twelve months from the approval of these
financial statements. In reaching this conclusion, the Trustee considered the impact of the funding level,
investment strategy, portfolio liquidity, cashflow requirements and the employer covenant.

The employer, Royal Mail Group Limited’s financial statements for the year ended 31 March 2023 included
a material uncertainty in relation to going concern due to support from IDS Plc being required in certain
scenarios and this not being guaranteed as it is subject to progress against the business plan. This
represented a material uncertainty at 23 June 2023 that could cast significant doubt upon the employer’s
ability to continue as a going concern. As the Plan’s Trust Deed and Rules do not include a clause which
automatically triggers wind up should the employer become insolvent the Trustee has considered the
impact of the funding level, investment strategy, portfolio liquidity and cashflow requirements when
assessing the Plan’s going concern and has assumed no further reliance on the employer covenant.

The funding level of the RMG Section of which Royal Mail Group Limited is the sponsoring employer
continues to be in a surplus on a technical provisions estimate and buy-out estimate. The Section has a
strong funding level and this is not expected to have changed significantly as at the date that these financial
statements are approved. As a result the RMG Section is not assumed to be reliant on the employer
covenant and no deficit contributions are due to the Plan.

The Plan has sufficient liquidity within its investment portfolio to continue to pay benefits and cashflow
requirements as they fall due either through using existing cash holdings or through liquidating investment
holdings. Benefits for the POL Section will continue to be funded by the insurance policy that is held by
that Section with Rothesay Life Plc.

This assessment, together with income and capital growth from its assets, gives the Trustee confidence to
prepare the financial statements on a going concern basis.

Basis of Consolidation
The results of subsidiary undertakings are included from the date of acquisition and up to date of disposal
using the acquisition method of accounting.

Contributions

Normal contributions from employers and employees are made in accordance with the rates set out in the
schedules of contributions in force for the Plan Year. Normal contributions relating to wages and salaries
earned in the Plan Year have been recognised in these financial statements and are accounted for when
deducted from members’ pay. Additional Voluntary Contributions are accounted for on an accruals basis
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when deducted from payroll. Augmentation contributions are recognised in the financial statements in
accordance with the due dates set out in the schedules of contributions.

Benefits

Benefits are accounted for in the period which they fall due for payment. Where there is a choice, benefits
are accounted for in the period in which the member notifies the Plan of the decision on the type or amount
of benefit to be taken or, if there is no member choice, they are accounted for on the date of retirement
or leaving. Benefits taken are reported gross of any tax settled by the Plan on behalf of the member. Opt
outs are accounted for when the Plan is notified of the opt out.

Transfers

Individual transfers out of the Plan are accounted for on a cash basis of amounts paid. Group transfers are
accounted for when liability is accepted by the receiving scheme, which is usually on the basis of amounts
paid.

Expenses

Expenses are accounted for on an accruals basis. The Plan bears all the costs of administration. Direct costs
are charged to the section to which they relate. Indirect costs are allocated between sections based on an
allocation methodology agreed by the Trustee.

Investment Income

Income from property, bonds and other interest receivable is taken into account on an accruals basis.
Income from all other marketable securities is taken into account on the date when stocks are quoted ex-
dividend. Investment income is recognised in the financial statements net of associated tax credits which
are not recoverable by the Plan. Any overseas withholding tax is recognised as income, but where this is
not recoverable by the Plan it is shown separately as a tax charge. Income from other assets, such as pooled
investment vehicles, is recognised on a receipts basis.

Foreign Currencies

The functional and presentational currency for reporting purposes is Sterling. Foreign currency
investments and related assets and liabilities are translated into Sterling at the rates ruling at the year end.
Foreign currency income and expenditure is translated at exchange rates prevailing on the appropriate
dates, which are usually the transaction dates. Exchange differences arising from translation are dealt with
in the Fund Account within the change in market value of investments.

Market Value of Securities

Investments are included at their fair value. The majority of listed securities are valued at the bid price, or
the last traded price, depending on the convention of the stock exchange on which they are quoted, at the
date of the Statement of Net Assets. For Bonds this valuation is shown net of the accrued interest therein;
such interest is included in other investment assets.

Stock index and bond futures are included in the Statement of Net Assets under derivative contracts at fair
value. For exchange-traded derivatives that are assets, fair value is based on bid prices. For exchange-
traded derivatives that are liabilities, fair value is based on offer prices. All gains and losses on open
contracts are included within the change in market value of investments.

Open forward foreign currency contracts at the balance sheet date are over the counter contracts and are
valued using forward currency rates at that point. The unrealised appreciation or depreciation of open
foreign currency contracts is calculated by the difference between the contracted rate and the rate to close
out the contract.

Open option contracts at the balance sheet date are over the counter contracts and fair value is calculated
taking into account the strike price, maturity date and the underlying asset of the option. The unrealised
appreciation or depreciation of open option contracts is calculated by the difference between the
premiums paid for the options and the price to close out the options.

Interest rate and credit default swaps are over the counter contracts and fair value is the current value of
the future expected net cash flows, taking into account the time value of money and market data at year
end.
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Unlisted securities, insurance policies and other pooled investment vehicles are valued at the Trustee’s
valuation using published prices, the latest information from investment managers and actuarial
consultants, or at cost less any necessary provisions for impairment.

The insurance policy held by the Plan has been valued on the technical provisions basis using membership
data as at 31 March 2018 updated for pensions paid, pension increases and revaluation, as well as member
options including transfers out and tax free cash at retirement. The financial assumptions used to value
the policy have been calculated using the 2018 triennial valuation Technical Provisions basis, updated for
current market conditions, as set out in the Statement of Funding Principles dated 25 September 2019.

Securities on Loan and Sale and Repurchase Agreements

Securities on loan or sold subject to repurchase agreements are included in the financial statements within
the respective investment classes at the yearend market value of the securities on loan, or of the securities
to be repurchased. Collateral received on stock loans is excluded from the financial statements.

Market Value of Properties

Properties are valued on the basis of open market value as at the year end date, in accordance with RICS
Valuations Standards, by independent valuers. The valuer, CB Richard Ellis, is a recognised firm of
Chartered Surveyors which has the appropriate expertise within its practice to value these properties.

Commitments
Commitments represent funds to be allocated for future investments by the Plan.
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Notes to the Financial Statements

1. Contributions
Contributions by employer - normal
Contributions by employee - normal

- additional voluntary

25

2023 £m

247 262
97 102
13 ]

357

2. Benefits

Retirement pensions

Lump sum/retirement benefits
Death benefits

2023 em| 0O
38
89
9

49
64
12
156 (0

3. Payments to and on behalf of leavers

Individual transfer values

2023 £m
L1

4. Administrative expenses
Administrative expenses

2023 £m
13 12

I EY

Administration expenses include costs totalling £167,477 in respect of Scheme and Risk Based Levies for
the Pension Protection Fund (2022: £166,000). Administration expenses also include fees payable to the

Plan’s Auditors (KPMG) of £151,175 (2022: £127,000).

5. Investment management expenses
Investment manager's base fees
Investment manager's performance fees
Other expenses

5

2023 £m

11

!n-r--m

1
a4

6. Investment income

Dividends from equities

Income from bonds

Income from pooled investment vehicles
Met rental income

Annuity income

Interest on cash deposits

2023 £m| SR

2 2
42 20
4 il
16 17
] (5]

Net rental income is stated after deduction of £4m (2022: £3m) of property related expenses. The Plan is
a registered scheme for tax purposes under the Finance Act 2004. The Plan is therefore, exempt from
taxation except where there is withholding tax relating to overseas income.
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Notes to the Financial Statements continued

7. Reconciliation of investments

This includes profits and losses on investments sold as well as increases and decreases in the value of
investments held at 31 March 2023. An analysis of the change in market value of net assets is shown below:

Investment assets

Equities

Property 626 53 = (145) 533
Bonds 1,312 1,606 {2.058) (49) 811
Pooled investment vehicles 10,616 2,249 {1,549) (3,710) 7,606
Insurance policies 420 - - (158) 262
AVC investments 141 13 (14) (4) 136
Cash 367 27 = (1) 393
Derivative contracts™ 6 161 (162} 14 13
‘Other investment assets 21 - (68} - {47)

and liabilities
Net investment assets

L seal a7 a0l ol o740

*Derivative contracts include both
derivative assets and liakilities which are Note: The “Change in value” column comprises gains and losses on
shown separately on the face of the Statement investments sold and increases and decreases in the value of investments held.

of Net Assets.

Transaction costs are costs that are directly attributable to the acquisition or disposal of an investment and
are included in the cost of purchases and sale proceeds. Transactions costs incurred during the year
amounted to £40,000 (2022: £3,670,755). In addition to these transaction costs, indirect costs are incurred
through the bid-offer spread on investments within pooled investment vehicles. Further detail on
Transactions costs can be found in note 18.

8. Pooled Investment Vehicles

2022 £m

Bond funds 84 192
Equity funds 99 178
Abzolute Return funds 376 470
Property funds 828 24
Private Equity funds 277 327
Liability driven investment funds 6,014 2,540
Private Debt funds 568 825

10,616

Bond 6,188 g,347
Swaps. (92) 31
Repurchase agreements (762) {900)
Met cash 680 62
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Notes to the Financial Statements continued

9. Property

UK

Retail
Industrial
Residential

IPTPEY

382 418
54 79
o7 129

There was no property (2022: £nil) which was leased back to Royal Mail at market rates.

10. Derivative contracts

Assets

Futures contracts

F¥ forward contracts
Swaps

Liabiliti
Futures contracts

F¥ forward contracts
Swaps

Objectives and Policies

The Trustee has authorised the use of derivatives by its
investment managers as part of its overall investment strategy
for the Plan. The main objectives for the use of derivatives are
summarised as follows:

Futures contracts

Futures contracts are entered into as a method of balancing
the Plan’s exposure to a particular market or sector. Derivatives
often provide a cheaper and more effective way of modifying
portfolio risk to remain within asset allocations governed by
the investment strategy of the Plan.

2022 £m

= 5
13 1
13 5

Y ST

(3] -
(3] (3]
(1] (2)
(5)

Credit default swaps
Credit default swaps are used to decrease the Plan’s credit risk
on fixed interest instruments.

Foreign exchange forward contracts

Foreign exchange forward contracts are used to hedge against
adverse foreign exchange rate movements on investments
denominated in non-Sterling currencies.

Interest rate swaps
Interest rate swaps are used to decrease the Plan’s risk to
interest rate movements on floating rate instruments.

Disclosures of the derivatives held at year end are set out below:

Futures - exchange traded

Type of Future
Fixed interest - overseas

Futures - exchange traded

Type of Future
Fixed interest - overseas

June 2023

June 2023
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Notes to the Financial Statements continued

FX forwards Currency| Currency| MNotional 2023 2023
GBP EUR 105 1
GBP usD 1,901 12 (2)
usp EUR 1 = =
VARIOUS® VARIOUS™®

7 i i

Currency| Currency| Notional 2022 2022
Bought| Sold| Value £m Asset fm| Liability £m
GBP EUR 143 =

(2)

GBP USD 180 g (1)
USD EUR 8 1 "
VARIOUS* VARIOUS*

All FX forward contracts are over the counter settling in less than one year.

*The value of the FX forward GBP/EUR liabilities was £72,000 (2022: £nil).

The value of the FX forward USD/EUR assets was £10,000 (2022: £240,000) and the value of the USD/EUR
liabilities was £410,000 (2022: £24,000).

The value of the FX forward various assets was £89,000 (2022: £27,000) and the value of the FX forward
various liabilities was £818 (2022: 45,000).

Expiration 2023 2023
Swaps - over the counter
Type of Swap Asset £m| Liability £m
Interest rate swap - fixed for floating <5years
Interest rate swap - fixed for floating <40 years
Total return swap - equity index long MNone

Expiration 2022 2022,
Swaps - over the counter
Type of Swap Asset £m| Liability £fm
Interest rate swap - fixed for floating <5years = = =
Interest rate swap - fixed for floating <40 years 125 -
Total return swap - equity index long February 2023 74 1

*The value of Interest rate swap less than 40 years liability was £244,000 (2022: £nil).

11. Deposits and short-term investments

2022 £m

Interest earning deposits
Sterling 377 319
Foreign currency 16 48
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Notes to the Financial Statements continued
12. AVC investments

Members’ Additional Voluntary Contributions are invested separately from the principal Plan on a money
purchase basis with Scottish Widows. There are legacy ‘with profits’ arrangements with Aviva and Standard
Life. Members participating in these arrangements each receive an annual statement confirming the
amount held in their account and the movements in the year. The table below details the value held per

provider:

| 2023 em I 2002 i
Scottish Widows 129 134
Aviva 1 2
Standard Life 1 5

I T 141

13. Current liabilities

2022 £m
Accrued benefits 25 20
Other creditors 20 15

45
14. Securities on loan

Securities have been lent to market makers in return for fee income earned by the Plan. Security for the
loans is obtained by holding collateral in the form of financial instruments.

2023 on loan| 2023 Collateral 2022 onloan| 2022 Collateral

£m £m £m £m

Equities < - & &
Bonds

= = 55 57
I s

15. Commitments and contingent liabilities

| 2023 em[ SO0
Property 10 323
Others* 480 4965

s

*Other commitments represent funds allocated for specific private equity and alternative investments.
There were £nil contingent liabilities at 31 March 2023 (2022: £nil).

16. Other investment assets and investment liabilities

‘Other investment assets’ consists of accrued income of £9m (2022: £6m), amounts due from brokers of
£3m (2022: £73m) and collateral placed with counterparties of £37m (2022: £30m).

‘Other investment liabilities’ consists of amounts due to brokers of £56m (2022: £54m) and collateral held
from counterparties of £40m (2022: £34m).
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Notes to the Financial Statements continued

17. Net assets at the end of the year

The table below shows the net assets of the Plan for each individual Section.

DBCBS POL Total
£m £m £fm
3 21 = 27

Equities

Property 533 = B 533

Bonds 718 93 5 811

Pooled investment vehicles 6,196 1,374 36 7,606

Insurance policies - - 262 262

Derivative contracts 17 2 =

Cash and other assets 141 163 28
 aen| e s

AVC Investments 126 10

Total net assets at the end of the year 7wl el 336

18. Transaction costs

Included within the purchases and sales are direct transaction costs of £40,000 (2022: £0.1m) relating to
fees and commissions on Equities and Bonds and £nil (2022: £3.7m) stamp duty on property.

19. Investment Fair Value Hierarchy

The fair value of financial instruments has been determined using the following fair value hierarchy:

Level 1: The unadjusted quoted price in an active market for identical assets or liabilities which the entity
can access at the measurement date;

Level 2: Inputs other than quoted prices included within Level 1 which are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly;

Level 3: Inputs which are unobservable (i.e. for which market data is unavailable) for the asset or liability.

As at 31 March 2023
Equities 19 2 -] 27
Bonds = 555 256 811
Property = = 533 533
Pooled investment vehicles 14 6,166 1,426 7.606
Insurance policies - - 262 262
Derivatives (1) 20 - 19
AVC investments = 136 = 136
Cash 393 = = 393
Other investment balances (47) - - (a7)
Total
As at 31 March 2022
Equities 22 = 53 75
Bonds 354 817 141 1,312
Property - - 626 626
Pooled investment vehicles 52 8,770 1,794 10,616
Insurance policies - - 420 420
Derivatives 5 1 = B
AVC investments = 141 = 141
Cash 363 4 = 367
Other investment balances 21 - - 21
Total 817l 9733 3034 13,584
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Notes to the Financial Statements continued

20. Investment Risks

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 risk and other price risk.

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.

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.

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 Plan has exposure to these risks because of the investments it makes to implement its investment
strategy described in the Trustee’s Report. The Trustee manages investment risks, including credit risk and
market risk, within agreed risk limits which are set taking into account the Plan’s strategic investment
objectives. These investment objectives and risk limits are implemented through the investment
management agreements in place with the Plan’s investment managers and monitored by the Trustee by
regular reviews of the investment portfolios.

Further information on the Trustee’s approach to risk management and the Plan’s exposures to credit and
market risks are set out below. This does not include AVC investments as these are not considered
significant in relation to the overall investments of the Plan.

(i) Credit risk

The Plan is subject to credit risk as the Plan invests in bonds, OTC derivatives, has cash balances, undertakes
stock lending activities and enters into repurchase agreements. The Plan also invests in pooled investment
vehicles and is therefore directly exposed to credit risk in relation to instruments it holds in the pooled
investment vehicles and is indirectly exposed to credit risks arising on the financial instruments held by the
pooled investment vehicles.

The following tables will recognise assets held in pooled investments required to be disclosed on a look-
through basis and thus will differ from other notes in the financial statements.

Analysis of direct credit risk : Unrated 2023 Total
£m £m

Bonds 6,705 248 a5 6,999
OTC Derivatives (74) - - (74)
Insurance policies - - 262 262
Cash 1022 = 7| 1,022
Stock lending - - - -
Repurchase agreements [762) - - [762)

PIV's 1,469 1,590

121 =
Total
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Notes to the Financial Statements continued

2022 Total
£m

Analysis of direct credit risk Investment grade
£m

Bonds 10,221 53 10,657
OTC Derivatives 37 = = 37
Insurance policies - - 40 420
Cash 453 - - 463
Stock lending 61 - - g1
Repurchase agreements (900) - - [900)
PIV's 205 2 1,869 2,074
Total L OGS E e 12312

Credit risk arising on bonds is mitigated by investing in government bonds where the credit risk is minimal,
or corporate bonds which are rated at least investment grade. The Plan also invests in high yield and
emerging market bonds which are non-investment grade. The Trustee manages the associated credit risk
by requesting the investment manager to diversify the portfolio to minimise the impact of default by any
one issuer. Credit risk arising on other investments is mitigated by investment mandates requiring
counterparties to be of at least investment grade credit quality. Credit ratings of counterparties can be
monitored via the reports issued from the major credit rating agencies.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter
(OTC). OTC derivative contracts are not guaranteed by any regulated exchange and therefore the Plan is
subject to risk of failure of the counterparty. The credit risk for OTC swaps and options is reduced by
collateral arrangements which would require the transfer of cash between counterparties when OTC
derivative positions are opened and during the life of the open position as the market value of the position
changes over time. Credit risk also arises on forward foreign currency contracts. There are no collateral
arrangements for these contracts but all counterparties are required to be at least investment grade.

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

The Plan lends certain fixed interest and equity securities under a Trustee-approved stock lending
programme. The Trustee manages the credit risk arising from stock lending activities by restricting the
amount of overall stock that may be lent, only lending to approved borrowers who are rated investment
grade, limiting the amount that can be lent to any one borrower and putting in place collateral
arrangements. At the year end, the Plan had lent £nil million (2022: £24 million) of fixed income securities
and £nil million (2022: £1 million) of quoted securities and held collateral in the form of cash and fixed
interest securities with a value of nil% (2022: 106%) of stock lent.

The Plan’s holdings in pooled investment vehicles are unrated. 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 managers operate and diversification
of investments amongst a number of pooled arrangements. For the LDI funds, the Plan is the sole investor
and the underlying assets of the funds (see note 8) have been reviewed for credit risk disclosure purposes.
The Trustee carries out due diligence checks on the appointment of new pooled managers and on an
ongoing basis monitors any changes to the regulatory and operating environment of the pooled manager.
This involves the review of internal controls reports which are externally audited, reviews of the audited
annual accounts, monitoring and adherence to Service Level Agreements and ongoing discussions and
meetings with the pooled fund manager and their custodians.

royalmailpensionplan.co.uk |



33

Notes to the Financial Statements continued

A summary of pooled investment vehicles by type of arrangement is as follows:

2oz cnl e

Qualifying investor fund 6,014 8,541
Open ended investment companies B89 1,777
Shares of limited liability partnerships anz 297
Other 1 il

Total L7606 0618

Indirect credit risk arises in relation to underlying investments held in the pooled investment vehicles. This
risk can be mitigated by investing in pooled funds which invest in investment grade credit rated securities
and transact with counterparties of an investment grade credit rating.

(ii) Currency risk

The Plan is subject to currency risk because some of the Plan’s investments are held in overseas markets,
either as segregated investments or via pooled investment vehicles. The Trustee limits overseas currency
exposure through a currency hedging policy.

The Plan’s total net unhedged exposure by major currency at the year end was as follows:

PP R

Currency

Euro 35 B
Us dollars B4 117
Japanese Yen 2 2
Other 16 15

Total 1170

(iii) Interest rate risk
The Plan is subject to interest rate risk on bonds and interest rate swaps held either as segregated
investments or through pooled vehicles and cash. At the year end these comprised:

2022 ém

Direct

Bonds 7,537 10,752
Swaps 12 3
Repurchase agreements [762) (900)
Indirect

Bond PlVs 84 192
Private debt PIV's 668 B25
Insurance policies 262 420
Total 7,801
(iv) Other price risk

Other price risk arises principally in relation to the Plan’s return seeking portfolio which includes directly
held equities, equities held in pooled vehicles, equity futures, absolute return funds, private equity and
investment properties.

The Plan manages this exposure to other price risk by constructing a diverse portfolio of investments across
various markets.
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Notes to the Financial Statements continued

At the year end, the Plan’s exposure to investments subject to other price risk was:

I TIPEY |

Direct

Equities 27 75
Investment properties 533 626
Indirect

Equity funds 99 178
Absolute Return funds 376 470
Investment property funds B8 23
Private equity funds 277 327

Total 1,759

(v) Concentration of Investments

The following investment accounts for more than 5% of the Fund’s net assets at the year end:

BlackRock LDI 5.571 57 8,397 62
BMO Global Asset Management LDI 540 6 N/A N/A

21. Related party transactions

During the year there were transactions with Royal Mail Pension Trustees Limited (RMPTL). RMPTL
provides the Plan with comprehensive trustee services including the provision of external supplies. The
cost to RMPTL of providing these services is borne by the Plan and allocated between administrative and
investment expenses. Contributions received and pension benefits paid in respect of Trustee Directors who
are members of the Plan were in accordance with the Schedules of Contributions and Plan rules where
appropriate.

There was no employer related investment during the year.

2022 £m
Fees charged by RMPTL for the year 18 16
Amounts payable to RMPTL at year end 3 2
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Independent Auditor’s Report to the Trustee of
the Royal Mail Group Section of the Royal Mail
Pension Plan

Opinion
We have audited the financial statements of Royal Mail Pension Plan (“the Plan”) 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 on pages 22 to 24.

In our opinion the financial statements:

e show atrue and fair view of the financial transactions of the Plan during the Plan 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 Plan 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.

Basis for opinion

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 Plan in accordance with, UK ethical requirements including the FRC
Ethical Standard as applied to other entities of public interest. We believe that the audit evidence we
have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The Trustee has prepared the financial statements on the going concern basis as it does not intend to
wind up the Plan, and as it has concluded that the Plan’s financial position means that this is realistic. It
has 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 Plan and analysed
how those risks might affect the Plan’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 Plan'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 Plan will continue in operation.

royalmailpensionplan.co.uk |



36

Fraud and breaches of laws and regulations — ability to detect
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:

e Enquiring of the Trustee as to the Plan’s high-level policies and procedures to prevent and detect
fraud, as well as enquiring whether it has knowledge of any actual, suspected or alleged fraud.

e Reading Trustee Board; Audit, Risk and Finance Sub-Committee; Administration Sub-Committee;
Funding Sub-Committee; Investment Sub-Committee and Discretions Committee Meeting minutes
and the Plan’s risk incident report.

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, we perform procedures to address the risk of management override of
controls, in particular the risk that Trustee (or its delegates, including Plan administrators) 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 Level 3 investments. On this audit we do not believe there is a fraud
risk related to revenue recognition because relates to contributions receivable as paid under an agreed
schedule or predetermined by the Trustee with limited judgements required.

We did not identify any additional fraud risks

In determining the audit procedures, we took into account the results of our evaluation and testing of
the operating effectiveness of some of the Plan-wide fraud risk management controls. We also
performed procedures including:

e Identifying journal entries 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 journals to cash.

e Assessing whether the judgements made in making accounting estimates are indicative of a 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 its delegates (as required by auditing standards) and discussed with the Trustee the
policies and procedures regarding compliance with laws and regulations.

As the Plan is regulated by The Pensions Regulator, our assessment of risks involved gaining an
understanding of the control environment including the Plan’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.

First, the Plan 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.

Secondly, the Plan is subject to 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
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the imposition of fines or litigation, or the loss of the Plan’s registration. We identified the following
areas as those most likely to have such an effect: pensions legislation and data protection legislation,
recognising the financial and regulated nature of the Plan’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 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 Schedules of contributions in our
statement about contributions on page 39 of the annual report.

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 noncompliance or fraud and cannot be expected to detect non-compliance with all laws and
regulations.

Other information

The Trustee is responsible for the other information, which comprises the Trustees’ report, (including the
Trustee’s Summary of Contribution and the Report on Actuarial Liabilities), the Actuary’s Certification of
Schedules of Contributions, the TCFD Report, the Implementation Statement and Appendices. 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.

Trustee’s responsibilities

As explained more fully in its statement set out on page 19, the Plan Trustee is responsible for: supervising
the preparation of financial statements which show a true and fair view; such internal control as it
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the Plan’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 it either intends to wind up the Plan, or has no realistic alternative but to do so.

Auditor’s responsibilities

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.org.uk/auditorsresponsibilities.
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The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Plan 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 Plan Trustee those
matters we are required to state to it 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 Plan Trustee, for
our audit work, for this report, or for the opinions we have formed.

Gemma Broom
for and on behalf of KPMG LLP,
Statutory Auditor
Chartered Accountants
15 Canada Square
London
E14 5GL
October 2023
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Independent Auditor’s Statement about
Contributions, to the Trustee of the Royal Mail
Pension Plan

Statement about contributions

We have examined the summary of contributions payable under the schedules of contributions to the
Royal Mail Pension Plan in respect of the Plan year ended 31 March 2023 which is set out on page 40.

In our opinion contributions for the Plan year ended 31 March 2023 as reported in the summary of
contributions and payable under the schedules of contributions have in all material respects been paid in
respect of the RMG section from 1 April 2022 until 16 May 2022 at least in accordance with the schedule
of contributions certified by the actuary on 19 July 2019 and from 17 May 2022 until 31 March 2023 at
least in accordance with the schedule of contributions certified by the actuary on 17 May 2022. In respect
of the POL section at least in accordance with the schedule of contributions certified by the actuary on 25
September 2019.

Scope of work

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 Plan and the timing of those payments under the schedules
of contributions.

Respective responsibilities of Trustee and auditor

As explained more fully in the Statement of Trustee Responsibilities set out on page 19, the Plan’s Trustee
is responsible for ensuring that there is prepared, maintained and from time to time revised schedules of
contributions showing the rates and due dates of certain contributions payable towards the Plan by or on
behalf of the employer and the active members of the Plan.

The Trustee is also responsible for keeping records in respect of contributions received in respect of active
members of the Plan and for monitoring whether contributions are made to the Plan in accordance with
the schedules of contributions.

Itis our responsibility to provide a statement about contributions paid under the schedules of contributions
to the Plan and to report our opinion to you.

The purpose of our work and to whom we owe our responsibilities

This statement is made solely to the Plan’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 Plan’s 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 Plan’s Trustee for our work, for this statement, or for the opinions we have formed.

Gemma Broom
for and on behalf of KPMG LLP,
Statutory Auditor
Chartered Accountants
15 Canada Square
London
E14 5GL
October 2023
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Trustee’s Summary of Contributions

The following summary of contributions is designed to show contributions as specified in the schedules of
contributions in respect of the RMG section certified by the actuary on 19 July 2019 and 17 May 2022 and
in respect of the POL section certified by the actuary on 25 September 2019 and those paid in addition.

Contributions 2023 Per 2023 2023 2022 Per 2022 2022
Receivable Schedules Additional Total Schedules Additional Total

£m £fm £m £fm £fm £fm

Employers’ normal

contributions* 247 - 247 262 - 262
Members’ normal

contributions 97 - 97 103 - 103
Employers’

augmentation

contributions - s = - - i
Payable under the

Schedules of

Contributions

Members’ additional

voluntary contributions - 13 13 - 21 21
Total contributions

(see Note 1 to the

statements)

* The Trustee and RMG agreed to ringfence certain employer contributions in an escrow arrangement in
order to give the Trustee and the Company more flexibility over how these assets are best used for the
benefit of members in the future.

Approved by the Trustee and signed on behalf of the Directors by
J Matthews Chair
October 2023
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Actuary’s  Certification
Contributions

Royal Mail Pension Plan — RMG Section

Adequacy of rates of contributions

1. | certify that, in my opinion, the rates of contributions
shown in this schedule of contributions are such

that the statutory funding objective could have been
expected on 31 March 2021 to be met by end of the
period for which this schedule is to be in force.

Adherence to statement of funding principles

2. | hereby certify that, in my opinion, this schedule of
contributions is consistent with the Statement of
Funding Principles dated 17 May 2022.

The certification of the adequacy of the rates of
contributions for the purpose of securing that the
statutory funding objective can be expected to be met

is not a certification of their adequacy for the purpose of
securing the scheme’s liabilities by the purchase of
annuities, if the scheme were to be wound up.

41

of Schedules of

C G Singer

Fellow of the Institute and Faculty of
Actuaries

Towers Watson Limited

Watson House

London Road

Reigate

Surrey

RH2 9PQ

17 May 2022

Royal Mail Pension Plan — POL Section

Adequacy of rates of contributions

1. | certify that, in my opinion, the rates of contributions
shown in this schedule of contributions are such

that the statutory funding objective could have been
expected on 31 March 2018 to be met for the period for
which this schedule is to be in force.

Adherence to statement of funding principles

2. | hereby certify that, in my opinion, this schedule of
contributions is consistent with the Statement of
Funding Principles dated 25 September 2019.

The certification of the adequacy of the rates of
contributions for the purpose of securing that the
statutory funding objective can be expected to be met

is not a certification of their adequacy for the purpose of
securing the Plan’s liabilities by the purchase of annuities,
if the Plan were to be wound up.

C G Singer

Fellow of the Institute and Faculty of
Actuaries

Willis Towers Watson

Watson House

London Road

Reigate

Surrey

RH2 9PQ

25 September 2019
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Report on Actuarial Liabilities (forming part of
the Trustee’s report)

Under Section 222 of the Pensions Act 2004, schemes are subject to the Statutory Funding Objective, which
is to have sufficient and appropriate assets to cover its technical provisions.

For the RMG Section, this objective relates to the RMG Section as a whole, including both the 2012 Section
and the DBCB Section, however, in practice, the liabilities and assets relating to the 2012 Section and DBCB
Section are to be valued as if they are in separate arrangements.

The technical provisions represent the present value of the benefits members are entitled to based on
pensionable service to the valuation date. This is assessed using the assumptions agreed between the
Trustee and the employer and set out in the Statement of Funding Principles, which is available to Plan
members on request.

The most recent full actuarial valuation of the RMG Section of the Plan was carried out as at 31 March
2021.

The most recent full actuarial valuation of the POL Section of the Plan was carried out as at 31 March 2018.

The value of the technical provisions for the Plan as at 31 March 2019 for POL and as at 31 March 2021 for

RMG was:
The value of the Technical Provisions for the ket value of the assets
Plan was: at that date was:
£10,641 million for 2012 Section £11,302 million for 2012 Section
£1,151 million for DBCB Section £1,181 million for the DBCB Section
£11,792 million total for RMG Section £12,483 million total for the RMG Section
£427 million for POL Section £455 million for POL Section

The method and significant actuarial assumptions used to determine the technical provisions are as follows
(all
assumptions adopted are set out in the Statement of Funding Principles):

Method

The actuarial method to be used in the calculation of the technical provisions is the Projected Unit Method.
For the 2012 Section, the technical provisions will include an explicit margin for prudence as 10% of the
liabilities. This prudence is in addition to the implicit prudence adopted in the discount rate.

Significant actuarial assumptions

Where applicable, the significant assumptions for the DBCB Section have been shown separately.

Nominal discount rate:

RMG DBCB POL
Term-dependent Term-dependent discount Term-dependent discount rate equal to
discount rate equal to  rate based on target returns  the spot yield on UK nominal gilts less a
the forward yield on for the RMG Cash Balance margin of 0.35% per annum for non-
UK nominal gilts. Assets less a prudential pensioners and plus a margin of 0.25%

margin of 0.5% pa. per annum for pensioners.
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Price inflation:

Term-dependent RPI inflation rate equal to the UK gilt implied inflation spot yield. Annual CPI inflation to
be assumed lower than the assumed annual RPI inflation by 0.8% per annum (2012 Section) and 1.0% per
annum (DBCB Section) up to 2030 and 0% thereafter. Annual CPI inflation to be assumed lower than the
assumed annual RPI inflation by 0.7% for the POL section.

Pensionable pay increases:

RMG 0]

Annual increases are assumed to take place in Annual increases are assumed to take place in

April each year in line with RPI inflation capped  April each year, in line with RPI inflation

at 5% plus 0.24% per annum allowance for together with an allowance for promotions and

promotions and increments. increments of 0.12% per annum of the
corresponding liability. In addition, the
Technical Provisions will include a reserve for
promotional increases to basic pay which
increase benefits by more than RPI.

Pension increases and revaluation:

Index-linked pensions and pensions subject to a maximum increase of 5% per annum are assumed to
increase in line with the relevant inflation index (RPI or CPI), according to the provisions of the appropriate
section of the Plan Rules, allowing for inflation volatility and the anticipated impact of the caps and floors.
For the DBCB Section, cash balance increases are assumed to be at the level which results in DBCB Section
Liabilities of equal value to the DBCBS assets, subject to a minimum of nil.

Mortality:

The mortality tables to be used in deferment and after retirement in respect of a member and the
member’s

dependant are set out in the table below.

RMG POL
Base Table Improvements Base Table Improvements
Male members 96% S3NMA_H CMI 2020 with 121% S2PMA CMI 2017 with
Male dependants 109% S3DMA 1.5% trendand  108% S2PFA 1.5% trend and
Female members 113% S3PFA_H smoothing 122% S2PFA_H smoothing
parameter of 7.5, parameter of 8

no initial addition
and no weighting
to 2020
Female dependants 103% S3PFA_H experience 106% S2PFA_H
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Appendices
Appendix 1 — Membership Analysis as at 31 March 2023

RMG Section [ 2023
Active Members

Employee members 47,926
Dual Status - active members with part benefits in payment 12,722
Total Active members

Deferred Members

Deferred members 14,615
Dual Status - deferred members with part benefits in payment 2,995
Total Deferred members 17,610

Pensioner members
Pensioner members 34,562
Total Pensioner members (excluding dual status)

Total Membership — RMG Section 112,820

POL Section

Active Members

Employee members 861
Dual Status - active members with part benefits in payment 196

Total Active members 1,057

Deferred Members
Deferred members 1,830
Dual Status - deferred members with part benefits in payment 334

Total Deferred members 2,164

Pensioner members
Pensioner members 2,287

Total Pensioner members (excluding dual status) 2,287

Total Membership — POL Section 5,508

44

53,277
12,490

14,219
2,799

30,560

991

190

1,979
312

2,063

*The POL Section closed to further accrual on 31 March 2017. The benefits of POL employees who are
members of the Plan are linked to their salaries and therefore they have been classified above as active

members rather than deferred members.
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Appendix 1 — Membership Analysis as at 31 March 2023
(continued)

DBCBS

Active Members

Employee members 4,830 4,834
Dual Status - active members with part benefits in payment

Total Active members 4,830 4,834

Deferred Members
Deferred members 432 210
Dual Status - deferred members with part benefits in payment

Total Deferred members 432 210

Pensioner members
Pensioner members

Total Pensioner members (excluding dual status) _
Total Membership — DBCBS 5,262 5,044

Appendix 2 - Five Year History of the Fund

2019 2020 2021 2022 2023
£m £m £m £m £m

Income
Employers’ contributions 294 283 279 262 247
Member contributions and transfers-in 123 121 116 124 110
Investment income 72 58 44 46 73
Benefits Paid
Retirement pension 30 36 43 49 58
Lump sum retirement benefits 30 37 48 64 89
Death benefits and leavers 9 24 34 41 28
Assets
Total Assets 11,554 12,496 12,974 13,571 9,726
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Appendix 3 - Royal Mail Group Section Statement of Investment
Principles — September 2022

1. Introduction

11  This Statement of Investment Principles (the “Statement”) has been prepared
by Royal Mail Pensions Trustees Limited (the “Trustee”), who acts as Trustee
for the Royal Mail Pension Plan (the “Plan”).

12 Since1April 2012, the Plan’s assets and liabilities have been sub-divided into two
sections (the “Sections”) relating to Post Office Limited (“POL") and to Royal Mail
Group (“RMG" or the “Company”). The Trustee seeks to maintain good working
relationships with POL and RMG. Investment policy is determined separately
for each Section and reflects separate consultations with POL and RMG.

13 The remainder of this Statement refers primarily to the RMG Section (the
“Section”) or otherwise, as specified, to the Plan in general.

14 As from 1 April 2018, there was a change in the benefits accrued by members
of the Section. From that date, members accrued an entitlement to a cash
lump sum paid at retirement. The assets backing accrual from 1 April 2018 are
managed separately from those relating to accrual prior to that date and are
also managed subject to a specific investment rule within the Trust Deed &
Rules, which came into effect from 1 April 2019. That specific investment rule
does not apply tothe management of assets relating to benefits accrued prior
to 1 April 2018. This Statement distinguishes between the investment policies
adopted for these two parts of the Section where appropriate. RMG has been
consulted in preparing this Statement and will be further consulted regarding
any proposed changes to the Statement.

15 The Statementsets out the principles governing the Trustee's decisions about
the investment of the Section’s assets. The Trustee refers to this Statement
when making investment decisions, to ensure that they are consistent with
the principles set out in it.

1.6 The Statement is designed to meet the requirements of Section 35 of the
Pensions Act 1995 and the Occupational Pension Schemes (Investment)
Regulations 2005.

17 The Trustee has obtained written professional advice from the Plan's
Investment Consultant in preparing this Statement. The Trustee believes that
the Investment Consultant meets the relevant requirements under Section 35
(3) of the Pensions Act 1995. In matters where the investment policy may affect
the Section's funding policy, advice has also been obtained from the Scheme
Actuary. The Trustee will obtain similar advice whenever it reviews this
Statement.

1.8 The Trustee's investment powers are set out within the Plan’s Trust Deed &
Rules, subject to applicable legislation. If necessary, the Trustee will take
appropriate legal advice regarding the interpretation of these. The Trustee
notes that, according to the law, and subject to the constraints set out within
the Trust Deed & Rules, the Trustee has ultimate power and responsibility for
the Section's investment arrangements.

royalmailpensionplan.co.uk |



47

19 Inthe normal course of events, the Trustee does not expect to revise this
Statement frequently because the Statement covers broad principles. The
Trustee will review this Statement in response to any material changes to any
aspects of the Section, its liabilities, finances, and the attitude to risk of the
Trustee and the Company that it judges to have a bearing on the Statement.
Reviews will occur no less frequently than triennially. All reviews will again be
based on written expert advice and will include consultation with the
Company.

2. Fund Governance

21 The Trustee is responsible for the investment of the Section’s assets but is
permitted to delegate execution of these responsibilities. When determining
which decisions to delegate, the Trustee has taken into account whether it
has the appropriate training and is able to secure the necessary expert advice
in order to take an informed decision. The Trustee's ability to execute the
decision effectively is also taken into account. Details of the Trustee's duties
and responsibilities are included in the Appendix.

2.2 The Trustee has established the Investment Sub-Committee (“ISC") to focus
on investment issues. Details of the ISC's duties and responsibilities are
included in separate Terms of Reference.

2.3 The Trustee has appointed an Investment Consultant to advise the Trustee
and the ISC as to the setting, implementation and monitoring of the
investment policy.

2.4 The Trustee has chosen to delegate day-to-day management of the Section’s
investments to a number of Investment Managers, in accordance with
Section 34 of the Pensions Act 1995. The terms of each Investment Manager's
appointment are contained in the Investment Management Agreement
between the Investment Manager and the Trustee and, where applicable, in
the governing documentation of pooled vehicles.

2.5 The Trustee has appointed a Performance Measurer independent of the
Section’s Investment Managers.

2.6 The Custodian is responsible for the safekeeping of the Section's assets and
performs the associated administrative duties (e.g. trade settlement, dividend
collection, corporate actions, tax reclamation and proxy voting). The details of
the Custodian's appointment and duties are set out in the contract between
the Trustee and the Custodian.

3. Investment Objective
31 Meeting the Section’s Liabilities
Assets relating to benefits accrued prior to 1 April 2018

The Trustee recognises that in setting investment policy to meet the
liabilities, it must have regard to both the potential for the investment policy
to generate positive return that would lead to an improvement in the
Section’s funding position and to the potential for poor returns that would
cause it to deteriorate. The Trustee recognises that there is a natural conflict
between improving the potential for positive return and limiting the
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potential for poor return. The Trustee has specified objectives for the
investment policy that balance these requirements.

Assets relating to benefits accrued from 1 April 2018

The investment of assets relating to benefit accrual from 1 April 2018 is subject
to specific constraints within the Trust Deed & Rules. These are to the effect
that the assets must be invested in a manner which the Trustee considers is
reasonably consistent with its best estimate of what is required to achieve in
future a long-term return objective. The return objective can range from an
excess return over the yield on UK government bonds (“gilts”) of +3.6% per
annum to +1.4% per annum. Where within this range the objective lies is a
function of the anticipated remaining term to payment of the retirement cash
lump sum benefits accrued from 1 April 2018. Currently and in the shorter-
term, the objective is at or close to the upper end of the range, gilts+3.6% per
annum.

4., Risk and Return

41 The Trustee recognises that it is not necessarily possible, or even desirable, to
select investments that exactly match the Section's estimated liabilities.
Specifically for investment of assets relating to benefits accrued from 1 April
2018, the long-term return objective requires an unmatched strategy with
gradual de-risking as the arrangement matures, but there is provision within
the investment rule for the Trustee to de-risk faster than specified in that
objective if it considers that the risks to accrued benefits (excluding potential
future discretionary increases) are too great, taking into account the Company's
covenant. In addition, there is a risk control specified in the investment rule,
which is framed in terms of an upper limit on a forward- looking estimate of
return volatility and this limit takes precedence over the return objective, if the
two conflict.

4.2 Given the ongoing commitment of the Company to the Section and the current
circumstances of the Section, a degree of investment risk can currently be
taken, in the expectation of generating excess returns relative to the lowest risk
strateqgy. Specifically for investment of assets relating to benefits accrued from
1April 2018, the Trustee is currently satisfied that it can invest without diverging
from the long-term return objective in the investment rule.

43 Indeciding to take investment risk relative to the liabilities, the Trustee has
carefully considered the following possible consequences:

e Over any time period, the assets might not achieve the anticipated
excess return relative to the liabilities. This would result in the
deterioration of the Section's financial position and consequently may
result in higher contributions than currently expected from the
Company.

e There may be a shortfall of assets relative to the liabilities in the event of
discontinuance of the Section. This consequence is particularly serious if
it coincides with the Company being unable to make good the shortfall.

4.4  The Trustee has taken advice on these issues from the Investment
Consultant and the Scheme Actuary.
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45 TheTrustee'swillingness to take investment risk is dependent on the Section's
financial position from time to time, on the continuing financial strength of
the Company and on its willingness and capacity to contribute appropriately
to the Section. The financial strength and perceived commitment of the
Company to the Section is monitored by the Trustee and the Trustee will
review the level of investment risk relative to the liabilities should either of
these change.

46 The Trustee will also monitor the Section’s financial positions and liability
profiles, with a view to reviewing the investment objectives, risk tolerances
and/or return targets should there be a significant change in either. This
monitoring will be undertaken separately for assets and liabilities relating to
pre 1 April 2018 benefit accrual and for assets and liabilities relating to benefit
accrual from that date. The investment policies for the two asset portfolios will
differ to reflect the differing nature of the benefit arrangements and the
liabilities that arise from them.

47 There are many different combinations of assets and investment
management approaches that could be adopted in targeting a particular
level of investment risk and/or expected return. The Trustee's objective is to
identify those combinations that it believes are likely to minimise the level of
risk taken for the level of return sought.

5. Diversification of Risks

51 The Trustee considers a range of potentially financially material factors to
which the pension scheme is exposed. In considering the impact and
management of these factors, outlined in this section and section 10, the
Trustee has taken into account the anticipated lifetime of the assets relating
to benefits accrued prior to 1 April 2018 and, separately, to the assets relating
to benefits accrued after 1 April 2018.

52 Tocontrol the risk of deterioration in the financial position of the Section, the
Trustee requires the Section's assets to be adequately diversified between
different asset classes, especially among those asset classes which represent
significant risk relative to the liabilities.

53 The principal asset categories used by the Section are set out below.

531 UK Government bonds (“gilts”) — although gilts are the lowest risk asset
relative to the Section's liabilities, they are not risk free. Interest rate risk
exists if the cash-flow profile of the gilts held by the Section differs from that
of the Section's projected benefit cash-flows due to members. Inflation risk
exists if the assets and projected liabilities have different linkages to
inflation. A sovereign credit risk would exist if the UK government were not
certain to make the payments due on the gilts (a default) and/or if markets
perceived an increase in the risk of default and the market values of gilts
fell as a result.

532 Non-Government Sterling bonds — carry interest rate risk, inflation risk
and credit risk.
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533 Non-Sterling bonds — in addition to the risks listed above, investing in non-
Sterling bonds adds currency risk as the Section's liabilities are
denominated in Sterling. Consequently, changes in exchange rates will
impact the relative value of the assets and liabilities. Non-Sterling bonds
may be issued by governments and non-governmental borrowers.

534 All interest bearing assets, including high yield bonds and emerging
markets debt as well as cash, share the risk characteristics detailed above
to varying degrees. The Trustee uses derivatives in combination with or as
an alternative to bonds and as a means of managing currency and equity
exposures. In using derivatives, the Section is exposed to the associated
counterparty risks, a form of credit risk in that the counterparty to the
derivative transaction could fail to meet its obligations to the Section. There
may also be basis risks if the exposures gained through derivatives differ in
some way from any liability or physical asset exposures they are designed
to hedge.

535 Equities — equities, whether public or private, represent an ownership stake
in a company. The value of this stake is determined by the buyer and seller
of the stake and there is no certain value to this investment (unlike the
payments contracted under a bond, subject to credit and currency risk). A
periodic payment, in the form of a dividend, might be made to an equity
holder although the timing and amount of this is uncertain. The
uncertainty of the return from equities relative to the liabilities means there
is a significant equity/liability mismatch risk.

53.6 Property — the return generated by an investment in property can be
broken down into income and capital. The income component is subject
to interest rate risk and inflation risk relative to the liabilities. There is also
uncertainty as to the long-term level of the income. The capital value of the
property is determined by the buyer and seller of the property and is not
certain. These uncertainties, including currency risk in the case of
properties outside the UK, constitute a significant property/liability.

54 The Trustee has chosen to employ active management for a proportion of
the Section's assets. The active managers are given asset class benchmarks
which it is their objective to outperform. The asset class benchmarks have
the risks relative to the liabilities mentioned above (interest rate and
inflation risk, currency risk, equity mismatch risk etc.). Active managers will
seek to outperform the benchmarks by taking positions against them and
this introduces a further active risk into the investment policy. Part of this
active risk is the risk taken by the Trustee in selecting active investment
managers that some or all of the managers selected lack the skill to
outperform their benchmarks with a sufficiently high degree of confidence.

55 Some of the managers may employ derivatives for the purposes of efficient
portfolio management and subject to agreed restrictions. The risks
associated with investing in derivatives are largely the same as those of
investing in the underlying asset categories.

551 Leverage may be an additional risk introduced if the economic exposure
arising from investing in a derivative is greater than the capital
committed to the investment.
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552 Administrative risk may also be present depending on the terms of the
contract governing the derivative.

56 Aregulatory risk arises from investing in a market environment where the
regulatory regime may change. This may be compounded by political risk
in those environments subject to unstable regimes.

57 There is a liquidity risk attaching to assets which may not always be readily
realisable or whose market values may be adversely affected as a direct
consequence of the Section seeking to realise them. This risk applies to all
the asset categories listed above, albeit to varying degrees. The Trustee
believes that the Section’s long-term investment horizon justifies a degree
of liquidity risk where such risk is rewarded and a proportion of the Section’s
assets are invested in less liquid investments.

58 The Trustee acknowledges that it is not possible to monitor all the risks listed
above at all times. However, it seeks to take on those risks for which
reasonable potential exists to be rewarded over time, in the form of excess
returns, and it seeks to expose the Section to a diversified range of risks. The
Trustee reviews the overall level of risk periodically and when considering the
impact of any proposed change of investment strategy. The resulting
combination of assets and investment management approaches has been
selected to be consistent with the investment objective.

6. Strategic Management

6.1 The Section's strategic asset allocation is set separately for assets relating to
benefit accrual pre 1 April 2018 and for assets relating to benefit accrual from
that date. In each case, it has been designed to capture the strategic risks
that the Trustee has decided to take, reflecting the differing investment
objectives of the two asset portfolios. In each case, the investments are
divided into two main categories: the liability-hedging asset portfolio and
the return-seeking asset portfolio.

Assets relating to pre 1 April 2018 benefit accrual

6.2 For assets relating to pre 1 April 2018 benefit accrual, the Section’s current
strategic target for liability-hedging assets is to hedge the interest rate and
inflation risks attaching to all accrued liabilities. The allocation to the liability-
hedging asset portfolio reflects this strategic target and the requirement for
there to be sufficient eligible collateral within the portfolio to support the
derivatives used within it. Currently, the liability-hedging asset portfolio
accounts for a majority of the Section’s pre 1 April 2018 assets, although the
allocation is variable as a result of changes in market conditions in particular.

6.3 For prel1April 2018 assets, the Section's return-seeking asset strategy will be
managed to a target defined by the Trustee from time-to-time within the
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ranges (expressed as a percentage of return-seeking assets) set out in the
table below:

(%)

Equities (listed and private) 0-15
Property 0-20
High yield credit 0-20
Private debt (incl. property-linked debt) 0-30
Absolute return 0-20

20-
Investment grade credit 100
Emerging market debt 0-10
Other 0-20

6.4 For pre1April 2018 assets, the allocation to the return-seeking asset portfolio
is also variable as a result of changes in market conditions. There is no
systematic rebalancing between the return-seeking asset portfolio and the
liability-hedging asset portfolio, but the Trustee will reduce the allocation to
one in favour of the other if necessary to ensure the overall strategy is
consistent with the Trustee's investment objectives and risk tolerance. To
effect such changes on a timely basis, the Trustee may choose to diverge
materially from the return-seeking asset strategy for a period of time.
Divergences may also arise from market movements and the practical
constraints on increasing or reducing allocations to illiquid assets in the
shorter-term.

6.5 Overseas currency exposures may be hedged in whole or in part. Strategic
equity risk exposures may be managed through the use of equity index
derivatives, including options. The strategy within investment grade and
high yield credit will develop over time and may include illiquid and less
liquid forms of credit, such as infrastructure debt, asset-backed securities
(including collateralised loan obligations) and loans, as well as more liquid
corporate bonds.

6.6 The Trustee will implement the strategic asset allocation, including the
liability-hedging target, over time taking into account prevailing
market conditions and the financial position of the Section.

Assets relating to benefit accrual from 1 April 2018

6.7 For assets relating to benefit accrual from 1 April 2018, the Trustee sets a
strategic target for liability-hedging assets to hedge a majority of interest
rate risks attaching to all accrued guaranteed liabilities (excluding future
potential discretionary increases) plus expected accrual of guaranteed
benefits for the following year (again excluding potential discretionary
increases after that year). Inflation exposure may be incorporated within the
portfolio where the Trustee concludes this is appropriate to reduce risks to
the real value of potential future discretionary increases, provided this does
not represent an unacceptable risk to currently guaranteed benefits. The
allocation to the liability-hedging asset portfolio depends upon the required
collateral to achieve the target hedge. Subject to the long-term return
expectation, and whilst staying within the risk control of the investment rule,
the Trustee may hedge less than the strategic target for interest rate risk if
there is insufficient eligible collateral available within the liability-hedging
asset portfolio.
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6.8 For assets relating to benefit accrual from 1 April 2018, the Section’s return-
seeking asset strategy will be managed to a target defined by the Trustee
from time-to-time within the ranges (expressed as a percentage of return-
seeking assets) set out in the table below:

(%)

Equities (listed and private) 0-40
Property 0-30
High yield credit 0-30
Private debt (incl. property-linked debt) 0-30
Absolute return (including Diversified Growth/Multi-Asset

0-100
Funds)
Investment grade credit 0-50
Emerging market debt 0-30
Other 0-30

The Trustees will review the return-seeking asset strategy above on a
regular basis to ensure that it remains reasonably consistent with its best
estimate of what is required to achieve in future the long-term return
objective, within the risk control set out in the investment rule within the
Trust Deed & Rules.

6.9 For assets relating to benefit accrual from 1 April 2018, the allocation to the
return-seeking asset portfolio is a function of the long-term return objective
specified in the investment rule within the Trust Deed & Rules. The Trustee
will establish a policy from time to time to allocate new contributions and, as
necessary, to rebalance the return-seeking asset portfolio to the Trustee's
strategic target in order to maintain an allocation consistent with the
requirements of the investment rule. To effect such changes on a timely
basis, the Trustee may choose to diverge materially from the target return-
seeking asset strategy for interim periods of time. Divergences may also arise
from market movements and the practical constraints on increasing or
reducing allocations to illiquid assets in the shorter-term.

6.10 Overseas currency exposures may be hedged in whole or in part. Strategic
equity risk exposures may be managed through the use of equity index
derivatives, including options. The strategies within investment grade and
high yield credit may include illiquid and less liquid forms of credit, such as
infrastructure debt, asset-backed securities (including collateralised loan
obligations) and loans as well as more liquid corporate bonds.

6.11 The Trustee will implement the strategic asset allocation, including the
liability-hedging target, over time taking into account prevailing market
conditions and the financial position of the Section.

7. Investment Managers

Selection and Appointment of Investment Managers
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71 The Investment Managers have full discretion to buy and sell investments on
behalf of the Section, subject to agreed constraints. They have been selected
for their expertise in different specialisations and each manages investments
for the Section to a specific mandate, which includes performance objectives,
risk parameters, and timescales over which their performance will be
measured. Each specified mandate is chosen by the Trustee to implement a
part of its strategic asset allocation and, in combination, to implement the
Trustee's strategic policy as a whole.

7.2  When selecting and appointing investment managers, the Trustee will take
into account how ESG, climate change and stewardship are integrated
within the managers' investment processes. This will be balanced against
other manager selection criteria such as (but not limited to) idea generation,
portfolio construction, implementation, business management and fees and
charges.

7.3 Where assets are managed on a segregated basis, the Trustee is able to tailor
the nature of the investment mandate and restrictions on how assets are
managed to the Section's specific requirements. The precise terms differ
between the Investment Managers depending on the nature of their
mandate.

7.4 The Trustee accepts that it is not possible to specify investment restrictions
where assets are managed via pooled funds, but nonetheless takes
appropriate legal and investment advice regarding the suitability of the
pooled fund and its documentation.

7.5 The managers are incentivised through remuneration (including, in some
cases, via performance related fees) and performance targets. Investment
managers are aware that their continued appointment is based on their
success in delivering the mandate, which they have been appointed to
manage. If the Trustee is dissatisfied, then it will look to replace the manager.

Review of Investment Manager Appointments

7.6 The Trustee is a long-term investor and is not looking to change the
investment arrangements on a frequent basis.

7.7 For open-ended funds there is no set duration for the manager
appointments. The Trustee will therefore retain an investment manager
unless:

7.71 There is a strategic change to the overall strategy that no longer requires
exposure to that asset class or manager;

7.72 The manager appointed has been reviewed and the Trustee has decided
to terminate the mandate. This may be on the grounds of sustained
underperformance; a change in the portfolio management team; or a
change in the investment approach or processes of the investment
manager or the investment management firm that means the mandate is
no longer in line with the Trustee's investment principles.
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7.8 The Plan is invested in private equity, private debt and some property/real
estate mandates, which are in closed-ended funds. The Trustee expects to
remain invested for the lifetime of those funds, although secondary market
sales of fund holdings may take place where changes to strategic policy
make such sales appropriate and the sale price is sufficiently attractive. At the
time of each fund appointment, the investment managers provided an
indication of the expected investment duration of their fund and have the
discretion to extend the lifetime of the fund in line with the Investment
Management Agreement between each fund and the Plan.

79 The Trustee receives and discusses investment performance reports on a
quarterly basis. Separate reports are made for assets relating to benefits
accrued pre 1 April 2018 and for assets relating to accrual from that date. The
reports present performance information over 3 months, 1 year and longer
periods for the investment managers and at the total portfolio level. The
Trustee reviews the absolute performance and the relative performance
against any agreed benchmark and against the manager's stated
performance target (over the relevant time period). For the liability hedging
assets specifically, the focus is on maintaining the portfolio in line with the
Trustee's stated hedge ratios relative to a liability benchmark. The Trustee’s
focus is on long term performance but will put a manager ‘on watch' if there
are sustained short term performance concerns.

Portfolio Turnover Costs

710 The Trustee collects Cost Transparency Initiative (CTI) template information
from all non-alternatives managers and equivalent cost information from the
absolute return and private markets managers.

8. Cashflow Management

8.1 The Trustee recognises the liquidity risks associated with the level of cashflow
required by the Section over a specified period.

8.2 The Section's administrator monitors the monthly benefit outgoings to
ensure that sufficient cash balances are available.

83 In general, the Section’s Investment Managers have discretion in the timing of
realisations of investments and in considerations relating to the liquidity of
those investments. In the event that the cashflow of the Section is negative,
the Trustee decides from which asset classes and managers assets should be
realised to meet the Section’s cashflow needs.

9. Additional Voluntary Contributions

9.1 Additional Voluntary Contributions (AVCs) made by members are invested in
a range of pooled investment vehicles to provide money purchase benefits.
The Trustee's objective in relation to money purchase AVC funds is to provide
a reasonable range of appropriate funds, recognising that members can
choose to invest outside the Section.

royalmailpensionplan.co.uk |



56

10. Responsible Investment

10.1 Sustainable Investment

10.1.1 The Trustee aims to be an engaged and responsible long-term investor in
the assets and markets in which it invests. The Trustee believes that the
integration of financially material environmental, social and governance
(*ESC") factors within investment managers’ investment processes is not
detrimental to the risks and may enhance the sustainable long term
expected returns from the Section’s investments. The Trustee also
recognises that long-term sustainability issues, particularly climate change,
present risks and opportunities that may increasingly require explicit
consideration.

10.1.2 Together with the other factors outlined above in section 5 ESG factors
(including climate change) are integrated into the Trustee's investment
process. As the Trustee does not directly manage the Plan's assets, it aims
to appoint and retain managers whose beliefs and practices are consistent
with the Trustee's beliefs on ESG risks and opportunities, in so far as relevant
tothe mandate in question. The Trustees investment consultants are asked
to assess current and potential managers in relation their ESG policies and
practices, and such assessment is taken into account in relation to
manager appointment, retention and withdrawal decisions.

1013 The Plan is a signatory to the United Nations backed Principles for
Responsible Investment which acts as a framework for investors to take
environmental, social and governance issues into account. The Plan has
also signed up to multiple climate initiatives, such as Climate Action 100+
and the Transition Pathway Initiative (“TPI"), which commit the Plan to
curbing emissions, strengthening climate-related financial disclosures,
improve governance on climate change and ensure Responsible
Investment is considered as part of decision making.

10.1.4 Non-financial factors are not taken into account in the selection, retention
and realisation of investments. This position is reviewed periodically.

10.2 Corporate Governance

10.21The Trustee has given the Investment Managers full discretion in exercising
rights, including voting rights, in relation to the Section’s investments. The
Trustee monitors a manager voting summary on a quarterly basis.

10.2.2 The Trustee encourages best practice in terms of engagement with
investee companies. It therefore seeks to require its Investment Managers
to discharge their responsibilities in respect of investee companies that
they invest in accordance with the UK Stewardship Code drawn up by the
Financial Reporting Council. On an annual basis, the Plan’s investment
managers are required to provide the Trustee with a statement of their
compliance with the UK Stewardship Code, where applicable. The Planis a
signatory of the UK Stewardship Code.

10.2.3 The Trustee believes that good corporate governance is important and it
expects the Investment Managers to have suitable policies which promote
the concept of good corporate governance and, in particular a policy of
exercising voting rights. The Trustee holds the Investment Managers
accountable for their decisions in the use of voting rights.

10.2.4 The Trustee uses the services of a third-party specialist to assist with the
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engagement of individual companies within the equity and corporate
credit portfolios that the Section holds on ESG matters. An ESG
engagement update is reported to the Trustee quarterly.

10.3 Investment Restrictions

10.3.1 The segregated portfolio active investment managers have, where
relevant, been instructed by the Trustee:

Not knowingly to invest in:
Countries that are on the United Nations trade embargo list;

Companies that are involved in terrorism, money laundering, drug trafficking
or any other serious crime;

Companies that do not take into account the reasonable long- term interests
of their stakeholders:

To use their best efforts to avoid investing in companies that in the Investment

Manager's opinion persistently behave without due regard for the
environment or society as a whole.

1. Compliance with and Review of This Statement

1.1  The Trustee will review compliance with this Statement on a regular basis.
The regular review will occur no less frequently than triennially to coincide
with the Actuarial Valuation, in the light particularly of any changes to the
funding position of the Section.

1.2 Each Investment Manager will provide written confirmation that they have
complied with their obligations under the Pensions Act 1995. The Trustee
undertakes to advise the Investment Managers promptly and in writing of
any material change to this Statement.

1.3 The Trustee will also periodically review this statement as stated in paragraph
19 above. Any review of this Statement will be in response to any material
changes to any aspect of the Section, its liabilities, finances and the attitudes
to risk of the Trustee and the Company, which it judges to have a bearing on
the stated investment policy.

N4 A copy of this Statement has been provided to the Company, Investment
Consultant, Investment Managers, Performance Measurer and Custodian.

Signed on behalf of Royal Mail Pensions Trustees Limited (the Trustee of the Royal

Mail Pension Plan).

Signed: Joanna Matthews Date: September 2022

Position: Chair
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Appendix A to Appendix 3 — Plan Governance

This appendix sets out a summary of the Plan’s current governance structure. It is not a
formal part of the Statement of Investment Principles. The responsibilities of the Trustee and
its current advisors are set out below.

Al Trustee

The Trustee is responsible for the investment of the Plan’s assets. The Trustee takes some
decisions and delegates the balance. An overview of the Trustee's duties and responsibilities
is as follows:

e Overall responsibility for the Plan's investments.

e Compliance with legislative and regulatory requirements.

e Define the terms of operation of the Investment Sub-Committee (ISC) of the Trustee.

e Appoint the members of the ISC.

e Appoint the Investment Consultant.

e Decide on investment strategy, based on recommendations from the ISC and the
Investment Consultant.

e Appoint the Investment Managers and Custodian, based on recommendations from
the ISC and the Investment Consultant.

The Trustee has established the ISC under written Terms of Reference to focus on
investment issues. The ISC has been delegated the responsibility for ongoing monitoring of
the current investment arrangements against their agreed objectives and for reviewing and
making recommendations to the Trustee for changes to investment policy as necessary
from time to time. These include recommendations on the overall strategic benchmark and
the appointments of investment managers and advisors.

A2. Administrator
Royal Mail Pension Service Centre administers the benefits of the Plan and monitors the
associated monthly outgoings.

A3. Custodian

In relation to the segregated investments the Trustee has appointed JP Morgan Chase Bank
as the Plan’s custodian, responsible for the safekeeping of a part of the Plan’s assets and
performing the associated administrative duties. The Trustee is not responsible for the
appointment of the custodian of the assets contained within pooled fund investments.

A4. Investment Consultant
The Investment Consultant is Mercer Limited, regulated by the Financial Conduct Authority.

A5. Performance and Risk Consultant

The Performance Measurer is JP Morgan Chase Bank. The details of their appointment,
including reporting and analysis to be provided and the fees for the service are set out in a
contract entered into between the Trustee and JP Morgan Bank.

A6. Covenant Advisor
The Covenant Advisor is PricewaterhouseCoopers.
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Post Office Limited Section
Statement of Investment Principles — September 2022

1. Introduction

11 This Statement of Investment Principles (the “Statement”) has been prepared by
Royal Mail Pensions Trustees Limited (the “Trustee”), who acts as Trustee for the
Royal Mail Pension Plan (the “Plan”).

12 Since 1 April 2012, the Plan's assets and liabilities have been sub-divided into two
sections (the “Sections”) relating to Post Office Limited (“POL") and to Royal Mail
Group ("RMG"). The Trustee seeks to maintain good working relationships with POL
and RMGC. Investment policy is determined separately for each Section and reflects
separate consultations with POL and RMG.

13 The remainder of this Statement refers primarily to the POL Section (the “Section”)
or otherwise, as specified, to the Plan in general. POL (the “Company”), has been
consulted in preparing this Statement and will be further consulted regarding any
proposed changes to the Statement.

14 The Statement sets out the principles governing the Trustee's decisions about the
investment of the Section's assets. The Trustee refers to this Statement when
making investment decisions, to ensure that they are consistent with the principles
setoutin it

15 The Statement is designed to meet the requirements of Section 35 of the Pensions
Act 1995 and the Occupational Pension Schemes (Investment) Regulations 2005.

1.6 The Trustee has obtained written professional advice from the Plan’s Investment
Consultant in preparing this Statement. The Trustee believes that the Investment
Consultant meets the relevant requirements under Section 35 (3) of the Pensions
Act 1995. In matters where the investment policy may affect the Section’s funding
policy, advice has also been obtained from the Scheme Actuary. The Trustee will
obtain similar advice whenever it reviews this Statement.

1.7 The Trustee's investment powers are set out within the Plan’s Trust Deed & Rules,
subject to applicable legislation. If necessary, the Trustee will take appropriate legal
advice regarding the interpretation of these. The Trustee notes that, according to
the law, and subject to the constraints set out within the Trust Deed & Rules, the
Trustee has ultimate power and responsibility for the Section's investment
arrangements.

1.8 Inthe normal course of events, the Trustee does not expect to revise this Statement
frequently because the Statement covers broad principles. The Trustee will review
this Statement in response to any material changes to any aspects of the Section, its
liabilities, finances and the attitude to risk of the Trustee and the Company that it
judges to have a bearing on the Statement. Reviews will occur no less frequently
than triennially. All reviews will again be based on written expert advice and will
include consultation with the Company.
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2. Fund Governance

2.1 The Trustee is responsible for the investment of the Section's assets but is
permitted to delegate execution of these responsibilities. When determining
which decisions to delegate, the Trustee has taken into account whether it has
the appropriate training and is able to secure the necessary expert advice in
order to take an informed decision. The Trustee's ability to execute the decision
effectively is also taken into account. Details of the Trustee's duties and
responsibilities are included in the Appendix.

22 The Trustee has established the Investment Sub-Committee (“ISC") to focus on
investment issues. Details of the ISC's duties and responsibilities are included in
separate Terms of Reference.

23 The Trustee has appointed an Investment Consultant to advise the Trustee and
the ISC as to the setting, implementation and monitoring of the investment
policy. Details of the Investment Consultant's duties and responsibilities are
included in the Appendix.

2.4 The Trustee has chosen to delegate day-to-day management of the Section's
investments to a number of Investment Managers, in accordance with Section
34 of the Pensions Act 1995 The terms of each Investment Manager's
appointment are contained in the Investment Management Agreement
between the Investment Manager and the Trustee and, where applicable, in the
governing documentation of pooled vehicles.

25 The Trustee has appointed a Performance Measurer independent of the Section's
Investment Managers. Summary details of the Perforrmance Measurer's duties
and responsibilities are included in the Appendix.

2.6 The Custodian is responsible for the safekeeping of the Section's assets and
performs the associated administrative duties (e.g. trade settlement, dividend
collection, corporate actions, tax reclamation and proxy voting). The details of the
Custodian's appointment and duties are set out in the contract between the
Trustee and the Custodian. Summary details of the Custodian’s duties and
responsibilities are included in the Appendix.

3. Investment Objective

31 Meeting the Section'’s Liabilities

The Trustee recognises that in setting investment policy to meet the liabilities, it
must have regard to both the potential for the investment policy to generate
positive return that would lead to an improvement in the Section's funding
position and to the potential for poor returns that would cause it to deteriorate.
The Trustee recognises that there is a natural conflict between improving the
potential for positive return and limiting the potential for poor return. The Trustee
has specified objectives for the investment policy that balance these
requirements.
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4. Risk and Return

4] Given the current circumstances of the Section, the Trustee seeks to adopt a low
risk investment strategy relative to the Section'’s liabilities.

42 In deciding to take investment risk relative to the liabilities, the Trustee has
carefully considered the following possible consequences:

=  Over any time period, the assets might not achieve the anticipated excess return
relative to the liabilities. This would result in the deterioration of the Section’s financial
position.

= There may be a shortfall of assets relative to the liabilities in the event of
discontinuance of the Section. This consequence is particularly serious if it coincides
with the Company being unable to make good the shortfall.

43 The Trustee has taken advice on these issues from the Investment Consultant
and the Scheme Actuary.

4.4 The Trustee's willingness to take investment risk is dependent on the Section's
financial position from time to time, on the financial strength of the Company
and on its willingness and capacity to contribute appropriately to the Section. The
financial strength and perceived commitment of the Company to the Section is
monitored by the Trustee and the Trustee will review the level of investment risk
relative to the liabilities should either of these change. On the latest advice
received from its Covenant Adviser, the Trustee's investment policy is currently
set on the basis that the Company has no capacity to meet a deficit of any
magnitude and, as such, there is no covenant to support investment risk within
the Section's strategy.

45 The Trustee will also monitor the Section's financial position and liability profiles,
with a view to reviewing the investment objectives, risk tolerance and/or return
targets should there be a significant change in either or there are developments
in risk management options available.

4.6 There are many different combinations of assets and investment management
approaches that could be adopted in targeting a particular level of investment
risk and/or expected return. The Trustee's objective is to identify those
combinations that it believes are likely to minimise the level of risk taken for the
level of return sought.

5. Diversification of Risks
51 The Trustee considers a range of potentially financially material factors to which
the pension scheme is exposed. In considering the impact and management of
these factors, outlined in this section and section 10, the Trustee has taken into
account the anticipated lifetime of the assets of the Section.

52 To control the risk of deterioration in the financial position of the Section, the
Trustee requires the Section’'s assets to be adequately diversified between
different asset classes, especially among those asset classes which represent
significant risk relative to the liabilities.

53 The principal asset categories used by the Section are set out below.
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531 UK Government bonds (“gilts”) — although gilts are the lowest risk asset relative
tothe Section’'s liabilities, they are not risk free. Interest rate risk exists if the cash-
flow profile of the gilts held by the Section differs from that of the Section's
projected benefit cash-flows due to members. Inflation risk exists if the assets
and projected liabilities have different linkages to inflation. A sovereign credit
risk would exist if the UK government were not certain to make the payments
due on the gilts (a default) and/or if markets perceived an increase in the risk of
default and the market values of gilts fell as a result.

532 Non-Government Sterling bonds — carry interest rate risk, inflation risk and
credit risk.

533 Non-Sterling bonds — in addition to the risks listed above, investing in non-
Sterling bonds adds currency risk as the Section’s liabilities are denominated in
Sterling. Consequently, changes in exchange rates will impact the relative value
of the assets and liabilities. Non-Sterling bonds may be issued by governments
and non-governmental borrowers.

53.4 All interest bearing assets, including high yield bonds and emerging markets
debt as well as cash, share the risk characteristics detailed above to varying
degrees. The Trustee may use derivatives in combination with or as an
alternative to bonds and as a means of managing equity and currency
exposures. In using derivatives, the Section is exposed to the associated
counterparty risks, a form of credit risk in that the counterparty to the derivative
transaction could fail to meet its obligations to the Section. The Trustee has also
transacted a bulk annuity which provides cashflows matched to specific benefit
cashflows. The bulk annuity is in the form of an insurance policy and there is an
associated counterparty risk relating to the insurer.

535 Equities — equities, whether public or private, represent an ownership stake in a
company. The value of this stake is determined by the buyer and seller of the
stake and there is no certain value to this investment (unlike the payments
contracted under a bond, subject to credit and currency risk). A periodic
payment, in the form of a dividend, might be made to an equity holder although
the timing and amount of this is uncertain. The uncertainty of the return from
equities relative to the liabilities means there is a significant equity/liability
mismatch risk.

53.6 Property — the return generated by an investment in property can be broken
down intoincome and capital. The income componentis subject to interest rate
risk and inflation risk relative to the liabilities. There is also uncertainty as to the
long-term level of the income. The capital value of the property is determined
by the buyer and seller of the property and is not certain. These uncertainties,
including currency risk in the case of properties outside the UK, constitute a
significant property/liability mismatch risk.

54 The Trustee has chosen to employ active management for a proportion of the
Section's assets. The active managers are given asset class benchmarks which it
is their objective to outperform. The asset class benchmarks have the risks relative
to the liabilities mentioned above (interest rate and inflation risk, currency risk,
equity mismatch risk etc). Active managers will seek to outperform the
benchmarks by taking positions against them and this introduces a further active
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risk into the investment policy. Part of this active risk is the risk taken by the
Trustee in selecting active investment managers that some or all of the managers
selected lack the skill to outperform their benchmarks with a sufficiently high
degree of confidence.

55 Some of the managers may employ derivatives for the purposes of efficient
portfolio management and subject to agreed restrictions. The risks associated
with investing in derivatives are largely the same as those of investing in the
underlying asset categories.

551 Leverage may be an additional risk introduced if the economic exposure
arising from investing in a derivative is greater than the capital committed to
the investment.

552 Administrative risk may also be present depending on the terms of the
contract governing the derivative.

56 A regulatory risk arises from investing in a market environment where the
regulatory regime may change. This may be compounded by political risk in
those environments subject to unstable regimes.

57 There is a liquidity risk attaching to assets which may not always be readily
realisable or whose market values may be adversely affected as a direct
consequence of the Section seeking to realise them. This risk applies to all the
asset categories listed above, albeit to varying degrees. The Trustee believes that
the Section’s long-term investment horizon justifies a degree of liquidity risk
where such risk is rewarded and a proportion of the Section’s assets are invested
in less liquid investments.

58 The Trustee acknowledges that it is not possible to monitor all the risks listed
above at all times. However, it seeks to take on those risks for which reasonable
potential exists to be rewarded over time, in the form of excess returns, and it
seeks to expose the Section to a diversified range of risks. The Trustee reviews
the overall level of risk periodically and when considering the impact of any
proposed change of investment strategy. The resulting combination of assets
and investment management approaches has been selected to be consistent
with the investment objective.

6. Strategic Management

6.1 The Section’s strategic asset allocation has been designed to capture the strategic
risks that the Trustee has decided to take. The detail of the strategic target asset
allocation for the Section as at 30 September 2021 is set out in the table below:

(%)
Equities (private) 0.7
Property (incl. property-linked debt) 0.4
Private debt 2.1
Liability-hedging assets, bulk annuity and 96.9*
collateral ’

*Comprised mainly of the bulk annuity assets (85.1% of the total assets as at 30 September 2021).
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6.2 The strategic target allocation shown in the table is the target as at 30 September
2021. Allocations to private equities, property and private debt are illiquid and their
weightings will vary over time in response to changes in their values, including
investments and distributions, and those of the other assets. The allocation to
liability-hedging assets will also vary according to market movements and will not
be rebalanced. Additional investments in private markets funds will be made
where prior contractual commitments exist but otherwise it is the Trustee's
intention to allow these investments to run-off over the natural life of the funds
unless an attractive secondary market sale can be achieved sooner. Any other
available cash will be invested in the liability- hedging asset portfolio.

6.3 The Section's current strategic target for liability-hedging assets consists mainly
of a bulk annuity insurance contract.

7. Investment Managers

Selection and Appointment of Investment Managers

7.1 The Investment Managers have full discretion to buy and sell investments on
behalf of the Section, subject to agreed constraints. They have been selected for
their expertise in different specialisations and each manages investments for the
Section to a specific mandate, which includes performance objectives, risk
parameters, and timescales over which their performance will be measured.
Each specified mandate is chosen by the Trustee to implement a part of its
strategic asset allocation and, in combination, to implement the Trustee's
strategic policy as a whole.

7.2 Other than cash holdings (including via cash funds) and gilt investments, the
Section’s assets are invested in illiquid, closed-ended private markets vehiclesand
the bulk annuity policies. The Section’s strategic policy is to remove but not
replace the private markets assets via run-off or, if feasible and sufficiently
attractively priced, via secondary market sales. The Trustee expects that the
appointment of new investment managers in future will be restricted to liability
hedging investments in gilt markets, or in cash. The Trustee will take into account
how ESG, climate change and stewardship are integrated within the managers’
investment processes where there is scope to do so, but this is expected to be
limited given the asset classes in which new investments will be made. Other
manager selection criteria, such as (but not limited to) idea generation, portfolio
construction, implementation, business management and fees and charges are
likely to be decisive.

7.3 Where assets are managed on a segregated basis, the Trustee is able to tailor the
nature of the investment mandate and restrictions on how assets are managed
to the Section’s specific requirements. The precise terms differ between the
Investment Managers depending on the nature of their mandate.

7.4 The Trustee accepts that it is not possible to specify investment restrictions where
assets are managed via pooled funds, but nonetheless takes appropriate legal
and investment advice regarding the suitability of the pooled fund and its
documentation.

7.5 The managers are incentivised through remuneration (in some cases via
performance related fees) and performance targets. Investment managers are
aware that their continued appointment is based on their success in delivering
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the mandate which they have been appointed to manage. If the Trustee is
dissatisfied, then it will look to replace the manager.

Review of Investment Manager Appointments

7.6 The Trustee is a long-term investor and is not looking to change the investment
arrangements on a frequent basis.

7.7  Forinvestments in cash funds and liability-hedging gilt mandates, there is no set

duration for the manager appointments. The Trustee will therefore retain an
investment manager unless:

7.71 Thereis achange to the overall strategy that no longer requires exposure to that
asset class or manager;

7.72 The manager appointed has been reviewed and the Trustee has decided to
terminate the mandate. This may be on the grounds of sustained
underperformance; a change in the portfolio management team; or a change
in the investment approach or processes of the investment manager or the
investment management firm.

7.8 The Planis invested in private equity, private debt and some property/real estate
mandates, which are in closed-ended funds. The Trustee expects to remain
invested for the lifetime of those funds, although secondary market sales of fund
holdings may take place where the sale price is sufficiently attractive. At the time
of each fund appointment, the investment managers provided an indication of
the expected investment duration of their fund and have the discretion to extend

the lifetime of the fund in line with the Investment Management Agreement
between each fund and the Plan.

79 Civen the assets are very largely invested in a bulk annuity and a significant part
of the balance is invested in an illiquid asset portfolio, the performance of assets

is no longer monitored quarterly, but the Trustee does report on performance in
its annual report.

Portfolio Turnover Costs

7.10 Given the illiquid and buy-and-hold nature of the Section’s investments, the
Trustee does not currently actively monitor portfolio turnover costs within the
Section. The Trustee will obtain reporting from the gilt portfolio manager on the
costs of any changes to that portfolio, but these are expected to be infrequent.

8. Cashflow Management
8.1 The Trustee recognises the liquidity risks associated with the level of cashflow
required by the Section over a specified period.

82 The Section’'s administrator monitors the monthly benefit outgoings to ensure
that sufficient cash balances are available.

83 In general, the Section’s Investment Managers have discretion in the timing of
realisations of investments and in considerations relating to the liquidity of those
investments. In the event that the cashflow of the Section is negative, the Trustee

royalmailpensionplan.co.uk |



66

decides from which asset classes and managers assets should be realised to meet
the Section’s cashflow needs.

9. Additional Voluntary Contributions

9.1 Additional Voluntary Contributions (AVCs) made by members are invested in a
range of pooled investment vehicles to provide money purchase benefits. For
certain eligible members, AVCs may also be used to purchase ‘added years' of
reckonable service which are invested with the main Section’s assets. The
Trustee's objective in relation to money purchase AVC funds is to provide a
reasonable range of appropriate funds, recognising that members can choose to
invest outside the Section.

10. Responsible Investment

101 Sustainable Investment

10.1.1The Trustee aims to be an engaged and responsible long-term investor in the
assets and markets in which it invests. The Trustee believes that the
integration of financially material environmental, social and governance
(*ESG") factors within investment managers' investment processes is not
detrimental to the risks and may enhance the sustainable long term
expected returns from the Section's investments. The Trustee also
recognises that long-term sustainability issues, particularly climate change,
present risks and opportunities that may increasingly require explicit
consideration. All of the Section’s investment managers are encouraged to
take these factors into account within their respective investment processes.
The Trustees note that as the majority of the Section assets are invested in
liability hedging assets, the integration of ESG factors will only apply to less
than 10% of the Section’s assets.

10.1.2 The Trustee considers, amongst other factors, including those outlined in
section 5, how ESG, climate change and stewardship is integrated within
investment processes in appointing, monitoring and withdrawing from
investment managers.

10.1.3 The Trustee has not set any ESG-related investment restrictions on the
appointed investment managers.

10.1.4 Non-financial factors, such as member views, are not taken into account in
the selection, retention and realisation of investments. This position is
reviewed periodically.

1015 The Plan is a signatory to the United Nations backed Principles for
Responsible Investment which acts as a framework for investors to take
environmental, social and governance issues into account. The Plan has
also signed up to multiple climate initiatives, such as Climate Action 100+
and the Transition Pathway Initiative (“TPI"), which commit the Plan to
curbing emissions, strengthening climate-related financial disclosures,
improve governance on climate change and ensure Responsible
Investment is considered as part of decision making.

10.2 Corporate Governance

10.21 The Trustee has given the Investment Managers full discretion in exercising
rights, including voting rights, in relation to the Section's investments,
where applicable.
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10.2.2 The Trustee encourages best practice in terms of engagement with
investee companies. It therefore seeks to require its Investment Managers
to discharge their responsibilities in respect of investee companies that
they invest in accordance with the UK Stewardship Code drawn up by the
Financial Reporting Council. The Plan is a signatory of the UK Stewardship
Code.

10.2.3 The Trustee believes that good corporate governance is important and it
expects the Investment Managers to have suitable policies which promote
the concept of good corporate governance and, in particular a policy of
exercising voting rights, where applicable. The Trustee holds the
Investment Managers accountable for their decisions in the use of voting
rights.

1. Compliance with and Review of This Statement

11 The Trustee will review compliance with this Statement on a regular basis. The
regular review will occur no less frequently than triennially to coincide with the
Actuarial Valuation, in the light particularly of any changes to the funding position
of the Section.

n2 Each Investment Manager will provide written confirmation that they have
complied with their obligations under the Pensions Act 1995. The Trustee
undertakes to advise the Investment Managers promptly and in writing of any
material change to this Statement.

n3 The Trustee will also periodically review this statement as stated in paragraphl.6
above. Any review of this Statement will be in response to any material
changes to any aspect of the Section, its liabilities, finances and the attitudes
to risk of the Trustee and the Company, which it judges to have a bearing on
the stated investment policy.

N4 A copy of this Statement has been provided to the Company, Investment
Consultant, Investment Managers, Performance Measurer and Custodian.

Signed on behalf of Royal Mail Pensions Trustees Limited (the Trustee of the Royal

Mail Pension Plan).

Signed: Joanna Matthews Date: September 2022

Position: Chair
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Appendix A to Appendix 3 — Plan Governance

This appendix sets out a summary of the Plan's current governance structure. It is not a
formal part of the Statement of Investment Principles. The responsibilities of the Trustee
and its current advisers are set out below.

Al. Trustee

The Trustee is responsible for the investment of the Plan’s assets. The Trustee takes some
decisions and delegates the balance. An overview of the Trustee's duties and
responsibilities is as follows:

e Overall responsibility for the Plan’s investments.

e Compliance with legislative and regulatory requirements.

e Define the terms of operation of the Investment Sub-Committee (ISC) of the
Trustee.

e Appoint the members of the ISC.

e Appoint the Investment Consultant.

e Decide on investment strategy, based on recommendations from the ISC and the
Investment Consultant.

e Appoint the Investment Managers and Custodian, based on recommendations from
the ISC and the Investment Consultant.

The Trustee has established the ISC under written Terms of Reference to focus on
investment issues. The ISC has been delegated the responsibility for ongoing monitoring
of the current investment arrangements against their agreed objectives and for
reviewing and making recommendations to the Trustee for changes to investment
policy as necessary from time to time. These include recommendations on the overall
strategic benchmark. The ISC also has delegated powers in certain areas, including over
the appointments of investment managers and advisers.

A2. Administrator

Royal Mail Pension Service Centre administers the benefits of the Section and monitors
the associated monthly outgoings.

A3. Custodian

In relation to the segregated investments the Trustee has appointed JP Morgan Chase
Bank as the Plan’s Custodian, responsible for the safekeeping of a part of the Sections’
assets and performing the associated administrative duties. The Trustee is not
responsible for the appointment of the custodian of the assets contained within pooled
fund investments.

A4. Investment Consultant

The Investment Consultant is Mercer Limited, regulated by the Financial Conduct
Authority.

A5. Performance Measurer

The Performance Measurer is JP Morgan Chase Bank. The details of their appointment,
including reporting and analysis to be provided and the fees for the service are set out in
a contract entered into between the Trustee and JP Morgan Bank.

Ao. Covenant Adviser

The Covenant Adviser is PricewaterhouseCoopers.
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Appendix 4 - The Principles for Responsible Investment

The Plan has signed up to the United Nations backed Principles for Responsible Investment. The principles are
reproduced below.

As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. In this
fiduciary role, we believe that environmental, social, and corporate governance (ESG) issues can affect the
performance of investment portfolios (to varying degrees across companies, sectors, regions, asset classes and
through time). We also recognise that applying these Principles may better align investors with broader
objectives of society. Therefore, where consistent with our fiduciary responsibilities, we commit to the following:

1. We will incorporate ESG issues into investment analysis and decision-making processes.

Possible actions:

1.1 Address ESG issues in investment policy statements.

1.2 Support development of ESG-related tools, metrics, and analyses.

1.3 Assess the capabilities of internal investment managers to incorporate ESG issues.

1.4 Assess the capabilities of external investment managers to incorporate ESG issues.

1.5 Ask investment service providers (such as financial analysts, consultants, brokers, research firms, or rating
companies) to integrate ESG factors into evolving research and analysis.

1.6 Encourage academic and other research on this theme.

1.7 Advocate ESG training for investment professionals.
Learn how the PRI can support signatories implement Principle 1

2. We will be active owners and incorporate ESG issues into our ownership policies and practices.

Possible actions:

2.1 Develop and disclose an active ownership policy consistent with the Principles.

2.2 Exercise voting rights or monitor compliance with voting policy (if outsourced).

2.3 Develop an engagement capability (either directly or through outsourcing).

2.4 Participate in the development of policy, regulation, and standard setting (such as promoting and
protecting shareholder rights).

2.5 File shareholder resolutions consistent with long-term ESG considerations.

2.6 Engage with companies on ESG issues.

2.7 Participate in collaborative engagement initiatives.

2.8 Ask investment managers to undertake and report on ESG-related engagement.

3. We will seek appropriate disclosure on ESG issues by the entities in which we invest.

Possible actions:

3.1 Ask for standardised reporting on ESG issues (using tools such as the Global Reporting Initiative).

3.2 Ask for ESG issues to be integrated within annual financial reports.

3.3 Ask for information from companies regarding adoption of/adherence to relevant norms, standards, codes
of conduct or international initiatives (such as the UN Global Compact).

3.4 Support shareholder initiatives and resolutions promoting ESG disclosure.

4. We will promote acceptance and implementation of the Principles within the investment industry.

Possible actions:

4.1 Include Principles-related requirements in requests for proposals (RFPs).

4.2 Align investment mandates, monitoring procedures, performance indicators and incentive structures
accordingly (for example, ensure investment management processes reflect long-term time horizons
when appropriate).

4.3 Communicate ESG expectations to investment service providers.

4.4 Reuvisit relationships with service providers that fail to meet ESG expectations.
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4.5 Support the development of tools for benchmarking ESG integration.
4.6 Support regulatory or policy developments that enable implementation of the Principles.

5. We will work together to enhance our effectiveness in implementing the Principles.
Possible actions:

5.1 Support/participate in networks and information platforms to share tools, pool resources, and make use
of investor reporting as a source of learning.

5.2 Collectively address relevant emerging issues.

5.3 Develop or support appropriate collaborative initiatives.

6. We will each report on our activities and progress towards implementing the Principles.

Possible actions:

6.1 Disclose how ESG issues are integrated within investment practices.

6.2 Disclose active ownership activities (voting, engagement, and/or policy dialogue).

6.3 Disclose what is required from service providers in relation to the Principles.

6.4 Communicate with beneficiaries about ESG issues and the Principles.

6.5 Report on progress and/or achievements relating to the Principles using a comply-or-explain approach.
6.6 Seek to determine the impact of the Principles.

6.7 Make use of reporting to raise awareness among a broader group of stakeholders
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Appendix 5 Implementation Statement (forming part of the Trustee’s
report)

This Implementation Statement is designed to set out how and the extent to which the Trustee’s policy in
relation to the exercise of voting rights and the undertaking of engagement activities has been followed during
the Scheme Year ending 31 March 2023.

The Trustee’s Statement of Investment Principles (SIP) was last updated in September 2022 and sets out,
amongst other things, the Trustee’s principles for Responsible Investment. This Statement is specifically to
demonstrate the extent to which the actions of the Trustee have followed the intent set out in those principles.
The SIPs are available online at:

Royal Mail Section SIP:

https://www.royalmailpensionplan.co.uk/wp-content/uploads/2023/03/2022-Statement-of-Investment-
Principles-RMG-Section FINAL September-2022.pdf

Post Office Section SIP:
https://www.royalmailpensionplan.co.uk/wp-content/uploads/2023/03/2022-Statement-of-Investment-
Principles-POL-Section FINAL September-2022.pdf

Since 1 April 2012, the Plan’s assets and liabilities have been sub-divided into two sections (the “Sections”)
relating to Post Office Limited (“POL”) and to Royal Mail Group (“RMG”). Investment policy is determined
separately for each section and reflects separate consultations with POL and RMG, and this Implementation
Statement covers both sections.

Voting and Rights

With regards to voting and exercise of rights, the Trustee gives full discretion for these decisions to the
investment managers hired for each mandate. Each manager provided the Trustee with a copy of their voting
policy, as well as confirming, as part of the quarterly manager voting summaries required by the SIP to do
annually, that their voting is in compliance with the SIP, highlighting any exceptions if they exist. No exceptions
were reported by any of the managers this year.

Traditionally, listed equities are the only asset class to which voting rights are attached. The assets of the Plan
are invested across many different asset classes, and due to the funding level of Plan, the allocation to some
asset classes, including listed equity, is relatively small. In the relevant period, the Plan was invested with four
different listed equity managers who were able to participate in voting activities.

Through its Investment Sub-Committee, the Trustee has:

e received and reviewed quarterly manager voting summaries specifically highlighting situations where
voting is different from that recommended by the proxy service provider;

e received reports from its managers on how they have exercised their voting rights and how they have
engaged with investee companies. The Trustee holds the investment managers responsible for their
decisions in the use of voting rights on all issues including remuneration policy. This is in keeping with
the principles outlined in the Financial Reporting Council’s (FRC’s) UK Stewardship Code to which the
Plan is a signatory.

All of the managers were able to provide their annual voting data in the format suggested by the Pensions and
Lifetime Savings Association and provide details about the most significant votes during the reporting period.
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In aggregate, the Trustee’s managers were eligible to vote on 2334 shareholder resolutions over the year, and
voted on 100% of these. While two of the four managers employ a proxy voting service to provide
recommendations, all of the managers followed their own voting policies. The two managers who employed a
proxy voting service voted against the proxy advisor recommendation on 7% of the votes and in total the four
managers voted against the management recommendation 11% of the time. We provide a summary below of
the voting behaviours for each of the equity managers during the year as well as further detail on specific
significant votes by each where the information was available.

The Plan engages in a stock lending program run by the Plan’s custodian, JPMorgan. All managers have the
ability to recall lent stock for voting purposes and indeed there have had instances of managers requesting a
recall of lent stock in order to vote during the reporting period. Manager feedback and the 100% level of voting
on eligible shareholder resolutions gives the Trustee confidence that the lending program has not impeded
voting or good stewardship by the managers.

Black Creek Investment Management

The Plan invests in a segregated global equity portfolio managed by Black Creek. In contrast to the Plan’s other
equity managers, Black Creek does not use the services of a proxy voting manager for voting recommendations.
A summary of their voting statistics is provided below:

VOTING STATISTICS (APPLICABLE TO THE SCHEME'S REPORTING PERIOD) RESPOMNSE
How many meetings were you eligible to vote at? 32

How many resolutions were you eligible to vote on? 527

What % of resolutions did you vote on for which you were eligible? 100%

0Of the resolutions on which you voted, what % did you vote with management? B6%

Of the resolutions on which you voted, what % did you vote against management? 4%

Of the resolutions on which you voted, what % did you vote to abstain? D%

In what % of meetings, for which you did vote, did you vote at least once against 50%

management?

Which proxy advisory services does your firm use, and do you use their standard voting BCIM does not rely on any external-
policy or created your own bespoke policy which they then implemented an your behalf? third party proxy voting service
provider, nor does BCIM subscribe
or endorse any standard voting
guidelines prescribed by any
external arganization. BCIM relies
solely on its proxy voting
guidelines as a foundation for
making its own voting decisions.
What % of resolutions, on which you did vote, did you vote contrary to the Not applicable. S5ee response above
recommendation of your proxy adviser? (if applicable)

In addition, Black Creek has provided a summary of the most significant votes over the reporting period. Black
Creek classified votes as significant where they voted contrary to other large shareholders, management
recommendations or popular proxy voting recommendations.
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m:::nv name

Weir Group PLC

HeidelbergCement

Date of vote

19/04/2022

02/05/2022

i

\pp size of fund's/i
date of the vote (as % of portfolio)

's holding as at the

3.20%

4.20%

TOP 6a - Election of substitute members of the Supervisory

y of the luth i 2

Items 17-19: Share issuance requests Board Dr. Bernd Scheifele
Voted against share issuance requests (items 17-19; general
authority for share issuance, general authority for share

How you voted issuance for cash without preemptive rights, general authority
for share issuance for cash without preemptive rights for
specified capital investment purposes). Voted against

‘Where you voted against management, did you

communicate your intent to the company ahead of the

vote? Yes Yes

Rationale for the voting decision

We did not deem the share issuance authorization to be
Justifiable in this case.

HEI proposes that Bernd Scheifele, chair of HEl's management
board (CEO) from 2005 to 2020, be elected ta supervisory
board chair. In Germany among other markets, the AGM only
elects nominees and then the board subsequently elects its
chair. The German two-tiered board system strictly
distinguishes between the management board as the executive
bedy and the supervisery board as the controlling body to
guarantee independent oversight of management, however
there's a concern that the direct transition of the CEO to the
supervisory board may blur these responsibilities and harm
independent oversight. Considering this, there is a German law
that forbids the election of a former management board
member to the supervisory board (within 2 years of ceasing
managerial functions) unless the former manager is nominated
by shareholders representing 25% of the share capital. We will
vote against Bernd Scheifele as a proposed nominee to prevent
his slating to become the new supervisory board chair.

Outcome of the vote

90.69% for

53.41% for

ofthe eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

We will evaluate proposals seeking to increase the number of
authorized shares on a case-by-case basis and we will only
suppert the proposal when we believe the business need is
justifiable.

‘We will continue to conduct our own due diligence and vote in
the manner which we believe to be most beneficial for our
clients, rather than simply adhering to the voting
recommendations of third parties.

On which criteria have you assessed this vote to be
"most significant"?

Company name

Voted contrary to 1SS recommendation.
0
HeidelbergCement

Voted against board recommendation.
0
Glanbia PLC

Date of vote

02/05/2022

05/05/2022

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

4.20%

1.30%

y of the Voting for members across the entire BOD Resolution 9 - Authorize issue of equity
How you voted Voted for Voted against
Where you voted against management, did you
communicate your intent to the company ahead of the
vote? Yes Yes

Hermes had decided to abstain from voting en the entire BOD
on the grounds of "inadequate management of climate risks".
Thraughout our numerous (10 as of time of response)
engagements with the company, we continue to believe that

recommendations of third parties.

Ratlonale for the voting decision they are indeed managing climate risks well and that they are
propelling the company and industry forward through
groundbreaking carben capture projects and ambitious
emissions reduction goals, amang many other efforts that
convince us the company is well-managed and overseen. Issuance of equity in excess of 10% threshold.
Outcome of the vote All management board members remained. 92.16% for
cfthe oub eg were there any lessons We will continue to conduct our own due diligence and vote in | We will evaluate proposals seeking to increase the number of
learned and what likely future steps will you take in the manner which we believe to be mest beneficial for our authorized shares on a case-by-case basis and we will only
response to the outcome? clients, rather than simply adhering to the voting support the propesal when we believe the business need is

justifiable.

'On which criteria have you assessed this vote to be

"most significant"?

Voted contrary to Hermes recommendation.

Voted contrary to ISS recommendation,
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5 VOTE 6

m:::nv name

Glanbia PLC

Nutrien

Date of vote

05/05/2022

17/05/2022

= i

\pp size of fund's/i
date of the vote (as % of portfolio)

's holding as at the

1.30%

2.00%

Resolution 3 - Advisory Vote on Executive Compensation and

Summary of the resolution Resolution 14 - Rule 37 waiver resolution in respect of market |Resolution 1.9 - Election of Keith Martell (HR&C) Committee
purchases of the Company's own shares Chairman

How you voted Voted for Voted against

Where you voted against management, did you

communicate your intent to the company ahead of the

vote? Yes

Rationale for the voting decision

The concern by 155 was "concerns over creeping control of the
company” by an affiliated co-op. However, the co-op had
publicly confirmed that it has no intention of gaining control of
Glanbia and in fact would be reducing its stake in the near
future.

The company had seen 3 CEOs in roughly two years and we
believed that Keith Martell played a contributing role toward
this turnover.

recommendations of third parties.

Outcome of the vote 75.09% for 93+% for each motion

o the ot eg were there any lessons We will continue to conduct our own due diligence and vote in | We will continue to conduct our own due diligence and vote in
learned and what likely future steps will you take in the manner which we believe to be most beneficial for our the manner which we believe to be most beneficial for our
response to the outcome? clients, rather than simply adhering to the voting clients, rather than simply adhering to the voting

recommendations of third parties.

On which criteria have you assessed this vote to be
"most significant"?

Company name

Voted contrary to 1SS recommendation.
0
PriceSmart Inc.

Voted against board's recommendation.
0
Essity Aktiebolag-B

Date of vote

03/02/2023

29/03/2023

\pp size of fund's/mandate's holding as at the|
date of the vote (as % of portfolio)

2.40%

3.80%

Voting for members across the entire BOD and Approving the

Summary of the resolution compensation for the Company's executive officers for fiscal  |Proposal for resolution to approve a cash-based incentive
year 2022 program

How you voted Voted against Voted against

Where you voted against management, did you

communicate your intent to the company ahead of the

vote? Yes Yes

David Price is son of Rebert Price - he is 33 years old and we are
not convinced of his level of expertise to be on the BOD. We
are hopeful this sends a message to the current BOD members
that this is a public company and should be treated as such.

officers for 2022

Rationale for the voting decision We view the pay practice of outgoing CEO s excessive
especially accelerated vesting of outstating equity awards upon|With regards to the Total Shareholder Return (TSR)
her own resignation. Once again we are hopeful this sendsa renumeration policy, we view that the Board should focus on
message to the BOD and compensation committee to ensure  |internal measures within their control (cash flow organic
future CEOs are not subject to this sort of behaviour. |growth and market share, etc.)
84,52% for on first resolution, 49.24% against; Stockholders did | The Annual General Meeting resolved in accordance with the
Outcome of the vote not approve the compensation of the Company's executive Board of Director’s proposal on a cash-based incentive

prograrm.

Implications of the outcome eg were there any lessons
I d and what likely future steps will you take in
to the outcome?

We will continue to conduct our own due diligence and vote in
the manner which we believe to be most beneficial for our
clients, rather than simply adhering to the voting
recommendations of third parties.

‘We will continue to conduct our own due diligence and vote in
the manner which we believe to be most beneficial for our
clients, rather than simply adhering to the voting
recommendations of third parties.

On which criteria have you assessed this vote to be
"most significant”?

Vote against board's recommendation

Voted against board's recommendation

Walter Scott and Partners Limited

Walter Scott managed a segregated portfolio of global equities that was wholly redeemed by the Plan in October
2022, and a summary of their voting statistics for the Plan is provided below.
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VOTING STATISTICS (APPLICABLE TO THE SCHEME'S REPORTING PERIOD) RESPONSE

How many meetings were you eligible to vote at? 37
How many resolutions were you eligible to vote on? 550
What % of resolutions did you vote on for which you were eligible? 100%
Of the resolutions on which you voted, what % did you vote with management? 98%
Of the resolutions on which you voted, what % did you vote against management? 2%
Of the resolutions on which you voted, what % did you vote to abstain? 0%
In what % of meetings, for which you did vote, did you vote at least once against 16%
management?

Which proxy advisory services does your firm use, and do you use their standard voting  We use IS5 for information purposes but

policy or created your own bespoke policy which they then implemented on your behalf? arrive at voting decisions
independently, based on company
meeting materials and, where required,
engagement with the company for
additiconal information. All voting
decisians are in line with Walter Scott's

proxy voting policy.
What % of resolutions, on which you did vote, did you vote contrary to the 9%
recommendation of your proxy adviser? [if applicable)
In addition to the summary data, Walter Scott provided a listing of the most significant votes to the Plan. In
determining significant votes, Walter Scott suggests specific votes where it voted against company management
recommendation or, where a vote was with the company management, if it was either contentious, or
potentially having a long-term impact on shareholders’ interests.

Significant votes included:

VOTE 1 VOTE 2

mp:nv name Jardine Matheson Prudential

Date of vote 05/05/2022 26/05/2022

Ap proxi size of fund's/mandate's holding as at the|

date of the vote (as % of portfolio) 1.23% 2.22%)|
y of the luti 4 votes - Authorise issue of equity, Authorise issue of equity to

include repurchased shares, Authorise issue of equity without
pre-emptive rights and uthorise Issue of Equity without Pre-
emptive Rights in Connection with an Acquisition or Other
Authorise issue of equity Capital Investment

How you voted Against Management Against Management

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

vote? Yes Yes

Rationale for the voting decisi Due to potential dilution greater than 10% Due to potential dilution greater than 10%

Outcome of the vote Passed (96.5% votes for) Passed (92%-+ for all four motions)

Implications of the outcome eg were there any lessons | || significant votes are reviewed and approved by the All significant votes are reviewed and approved by the

learned and what likely future steps will you take in Investment Stewardship Committee. Any potential learnings  |Investment Stewardship Committee. Any potential learnings

response to the outcome? from our significant votes are then taken into account for from our significant votes are then taken into account for
periodic reviews of our Praxy Voting Policy. periodic reviews of our Proxy Voting Policy.

On which criteria have you assessed this vote to be

“most significant"? Vote against management Vote against management

Company name TIX Booking Holdings

Date of vote 07/06/2022 09/06/2022

Approximate size of fund's/mandate's holding as at the|

date of the vote (as % of portfolio) 2.06% 2.11%)

y of the Advisory Vote to Ratify Mamed Executive Officers' Advisory Vote to Ratify Named Executive Officers'

Compensation Compensation

How you voted Supported Management Against Management

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

vote? No Yes

Rationale for the voting decision We supported the remuneration proposal which subsequently |Compensation and stock option plans - Not reasonable or
failed at the AGM. excessive dilution

Outcome of the vote Failed (49.7% votes for) Failed (31.7% votes for)

Implications of the outcame eg were there any lessons | a|| significant votes are reviewed and approved by the All significant votes are reviewed and approved by the

learned and what likely future steps will you takein  ||nyestment Stewardship Committee. Any potential learnings | Investment Stewardship Committee, Any potential learnings

response to the outcome? from our significant votes are then taken into account for from our significant votes are then taken into account for
periodic reviews of our Proxy Voting Policy. periodic reviews of our Proxy Voting Policy.

On which criteria have you assessed this voteto be  |Case-by-case identification of significant vote with

“most significant"? management due to proposal failing at AGM Vote against management
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Company name Keyence Fortinet

Date of vote 10/06/2022 17/06/2022

Ap proxi size of fund's/mandate's holding as at the|

date of the vote (as % of portfolio) 2.28% 1.76%,
y of the luti Approve allocation of income, with final dividend of JPY 100 Adopt Simple Majority Vote

How you voted Against Management

‘Where you voted against management, did you
communicate your intent to the company ahead ofthe

vote? Yes No

Rationale for the voting decision Shareholder proposal - Not aligned with long-term investment
Proposed dividend too low approach

Outcome of the vote Passed - (79.7% votes for) Passed (71.7% votes for)

Implications of the outcome eg were there any lessons | 5| significant votes are reviewed and approved by the All significant votes are reviewed and approved by the

learned and what likely future steps will you takein  ||nyastment Stewardship Committee. Any potential learnings | Investment Stewardship Committee, Any potential learnings

response to the outcome? from our significant votes are then taken into account for from our significant votes are then taken into account for
periodic reviews of our Proxy Voting Policy. periodic reviews of our Proxy Voting Policy.

On which criteria have you assessed this vote to be

"“most significant"? Vote against management Shareholder proposal without management recommendation

Company name Alimentation Couche-Tard Experian

Date of vote 18/08/2022 21/07/2022

Approximate size of fund's/mandate's holding as at the|

date of the vote (as % of portfolio) 2.71% 2.12%)

y of the luti 3 votes - Authorise Issue of Equity, Authorise Issue of Equity

without Pre-emptive Rights and Authorise Issue of Equity
Amend Articles Re: Changes in the Classes of Shares of the without Pre-emptive Rights in Connection with an Acquisition

Corporation ar Other Capital Investment
How you voted Supported Management Against Management
Where you voted against management, did you
communicate your intent to the company ahead of the
vate? No Yes
Rationale for the voting decision
Elimination of dual-class share structure and move towards one4
vote-per-share - positive impact on minority shareholders. Due to potential dilution greater than 10%
Outcome of the vote Passed (99.7% votes for) Passed (95+% votes for each motion}
Implications of the outcome eg were there any lessons | 5| significant votes are reviewed and approved by the All significant votes are reviewed and approved by the
learned and what likely future steps will you take in Investment Stewardship Committee. Any potential learnings  |Investment Stewardship Committee. Any potential learnings
response to the outcome? from our significant votes are then taken into account for from our significant votes are then taken into account for
periodic reviews of our Proxy Voting Policy. periodic reviews of our Proxy Voting Policy.
On which criteria have you assessed this voteto be | Case-by-case identification of significant vote with
“most significant”? management due to potential impact on long-term interests of
shareholders Vote against management

Longchamp (Dalton Investments LLC is underlying equity manager for the fund)

Over the reporting period, Dalton was the underlying manager for the Longchamp pooled fund of Global
Emerging Market Equities for the Plan. A summary of their voting statistics for the Plan is provided below.

VOTING STATISTICS (APPLICABLE TO THE SCHEME'S REPORTING PERIOD) RESPONSE

How many meetings were you eligible to vote at? 47
How many resolutions were you eligible to vote on? 528
What % of resolutions did you vote on for which you were eligible? 100%
Of the resolutions on which you voted, what % did you vote with management? 75%
0Of the resolutions on which you voted, what % did you vote against management? 13%
Of the resolutions on which you voted, what % did you vote to abstain? 6%
In what % of meetings, for which you did vote, did you vote at least once against 21%
management?

Which proxy advisory services does your firm use, and do you use their standard voting  Dalton utilizes 155 Proxy Exchange for
policy or created your own bespoke policy which they then implemented on your behalf? proxy advisory services and does not

have a bespoke policy implemented.
What % of resolutions, on which you did vote, did you vote contrary to the 5%

recommendation of your proxy adviser? [if applicable)

*please note that 41 resolutions had no management recommendation, so the total of votes for and against management will not sum to
100%
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Dalton also provided more detail on the most significant votes for the Plan, defined by them as votes against
management or their proxy voting service (ISS) recommendation on material issues, where the company is a
material portfolio position and/or where the company operates in an industry where ESG issues have heightened
materiality. Dalton also consider occasional systematic issues, such as last year's votes on establishing Chinese
Communist Party Committees within Chinese listed companies, to be highly significant.

These significant votes included:

VOTE 1 . VOTE 2

communicate your intent to the company ahead of the|
vote?

mpanv name 1B Financial SBM Offshare NV

Date of vote 31/12/2022 09/03/2022
Approximate size of fund's/mandate’s holding as at the|1.39 1.41

date of the vote (as % of portfolio)

Summary of the resolution Elect Kim Gi-seok as Outside Director (Shareholder Proposal)  |Amend Articles of Association

How you voted For Against

'Where you voted against management, did you No No

Rationale for the voting decision Dalton believed that having a truly independent director on the |The company was proposing to implement takeover defense
board makes sense provisions, which we did not believe were in the best interests
of minarity shareholders
Outcome of the vote Fail Pass

Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

Dalton will continue to engage with JB Financial’s management
ina collaborative manner to push for greater diversity in its
board

Dalton will continue to engage with SBM management on an
individual and potentially collaborative manner

On which criteria have you assessed this vote to be
"“most significant"?

The shareholder proposal was made by Align Partners, a local
activist firm. Dalton voted against management and its proxy
advisors, as it believed having an independent directer with a
diverse background would be in the interest of minority
shareholders

VOTE 3 VOTE 4

SBM Offshare is one of the portfolio’s only expesures in the
energy sector, where we believe the materiality of poor ESG
practices is increased relative to other less sensitive sectors. As
such, we viewed this negative governance step as a potential
impact on the company’s overall ESG standards and ultimately
its valuation

communicate your intent to the company ahead of the
vote?

mpanv name Inner Mongolia Yili Industrial Group Co., Ltd. Accton Technology Corp.

Date of vote 10/05/2022 15/04/2022
\pp size of fund's/mandate’s holding as at the|2.08 2.68

date of the vote (as % of portfolio)

Summary of the resolution Approve Amendments to Articles of Association Approve Issuance of Restricted Stocks

How you voted Against For

Where you voted against management, did you No N/A

Rationale for the voting decision

Shareholder approval was being sought for the company to
establish a China Communist Party Committee within the
company in a bid to strengthen the Party's influence inthe
ECER A

155 recommended voting against the restricted stock proposal,
due to the expense associated with the proposal and some
absent details. We voted in favor because we believe that
restricted stock can be a powerful tool to align the interests of
management with minority shareholders

Outcome of the vote

Pass

Pass

Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

Dalton continues to reduce its portfolio exposure to China on
both a direct and indirect basis, as it believes actions such as
this present a material misalignment between minority
shareholders and company management

Dalton will continue to push for remuneration structures which
align the interests of management with minority shareholders

On which criteria have you assessed this vote to be
"most significant"?

We viewed this proposal and similar ones made by other
Chinese companies as critical negative steps, reducing our
conviction in the individual ideas and in China more broadly

Dalton voted against its proxy advisor (and backed

) because it beli strongly that management
teams with exceptional performance deserve to be handsomely|
compensated and that restricted stocks represent a powerful
tool to align interests. We believe that alignment of interests is
a critical factor in EM investing
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Company name Shanghai Haohai Biological Technology Co., Ltd. Longshine Technology Group Co., Ltd.
Date of vote 29/06/2022 09/12/2022
\p proxii size of fund's/mandate’s holding as at the|1.82 18

date of the vote {as % of portfolio)

Summary of the resolution Amend Articles of Association Amend Articles of Association

How you voted Against Against

'Where you voted against management, did you

communicate your intent to the company ahead of the|

vote? No No

Rationale for the voting decision Shareholder approval was being sought for the company to Shareholder approval was being sought for the company to
establish a China Communist Party Committee within the establish a China Communist Party Committee within the
company in a bid to strengthen the Party's influence in the company in a bid to strengthen the Party's influence in the
GO Lty

Outcome of the vote Pass Pass

Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

Dalten continues to reduce its portfolio exposure to China on
both a direct and indirect basis, as it believes actions such as
this present a material misalignment between minority
shareholders and company management

Dalten continues to reduce its portfolio exposure to China on
both a direct and indirect basis, as it believes actions such as
this present a material misalignment between minority
shareholders and company management

On which criteria have you assessed this vote to be
"“most significant"?

We viewed this proposal and similar ones made by other
Chinese companies as critical negative steps, reducing our
cenviction in the individual ideas and in China more broadly

'We viewed this proposal and similar ones made by other
Chinese companies as critical negative steps, reducing our
conviction in the individual ideas and in China more broadly

SKInc.

Company name M. Dias Branco SA Industria e Comercio de Alimentos
Date of vote 22/04/2022 31/12/2022
\pp size of fund's/mandate’s holding as at the|0.56 2.85
date of the vote (as % of portfolio)
Summary of the resolution Approve Indemnification Agreement between the Company 3 Elections, Audit Committee, Inside and Outside Directors
and the Company's Management
How you voted For For
'Where you voted against management, did you N/A
communicate your intent to the company ahead of the|
vote? N/A

Rationale for the voting decision Under this item, the company sought shareholder approval to  |I1S5 recommended voting against Park Heyon-ju, due to historic
sign indemnification agreements with its statutory executives  [governance concerns. Dalton has been engaging continuously
and board members. 1SS recommended voting against the with the management and board of SK and has seen material
proposal, due to limited details being provided. Following our  |improvements in treatment of minarity shareholders and focus
independent analysis of the issue, we believed that the on key issues such as capital allocation
rationale and conditions under which indemnification would be
provided were all fine and provide enough safeguards to avoid
abuse.

Outcome of the vote Pass Pass

Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

Dalton always aims to act as an engaged partner with portfolio
companies and provides feedback on ESG issues, including
improvements in transparency and disclosures.

Dalton believes the support of management in this vote
continued to build goodwill, which will support future beneficial
engagement with the company

On which criteria have you assessed this vote to be
"most significant”?

Dalton voted against its proxy advisor (and backed
management) because of its independent analysis of the
proposal.

SK is a very large Korean position for Dalton and we have been
very successful in driving change through engagement with the
firm

Spouting Rock Asset Management

Spouting Rock manage a Global Small Cap Equity segregated fund for the Plan and have provided summary
voting statistics for the voting activity below.
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VOTING STATISTICS (APPLICABLE TO THE SCHEME'S REFORTING PERIOD) RESPONSE

How many meetings were you eligible to vote at? 7

How many resclutions were you eligible to vote on? 729
What % of resolutions did you vote on for which you were eligible? 100%
Of the resolutions on which you voted, what % did you vote with management? B0%
Of the resolutions on which you voted, what % did you vote against management? 20%
Of the resolutions on which you voted, what % did you vote to abstain? 0%

In what % of meetings, for which you did vote, did you vote at least once against 20%

management?

Which proxy advisory service does your firm use, and do you use their standard voting Spouting Rock has adopted a written

palicy or created your own bespoke policy which they then implemented on your behalf? proxy voting policy (the "Proxy Policy”) as
required under the Advisers Act. For
clients that give Spouting Rock the right
to vote proxies, Spouting Rock will vote
proxies in accordance with its Proxy
Voting Policy, which is designed to vote
proxies in a manner consistent with
what Spouting Rock believes is in the
client’s best interest. Some clients
contractually reserve the right to either
vote their own proxies or direct Spouting
Rock to vote their proxies in a certain
manner. Spouting Rock votes proxies
based on a client's instructicon, or a
client's legal structure {e.g., an ERISA-
covered pension plan).

What % of resolutions, on which you did vote, did you vote contrary to the 0%
recommendation of your proxy adviser? (if applicable)

After providing details on only two significant votes last year, the Trustee is pleased that some more detail has
been provided on the most significant votes this year, with eight being reported on. Spouting Rock believes the
most significant votes to be those for shareholder proposals or those involving poor governance and minority
shareholder rights.

These significant votes included:

VOTE 1 VOTE 2
Company name Sonic Automotive HarborOne Bancorp
Date of vote 27/04/2022 18/05/2022
roximate size of fund's/mandate’s holding as at the|

:f:e of the vote (as % of portfolio) ¢ K &%

y of the Re-election of Board Re-election of Board
How you voted Against Against
'Where you voted against management, did you
communicate your intent to the company ahead of the N/A
vote?
Rationale for the voting decisi Board not majority independent or diverse Classified board structure
Outcome of the vote Board was re-elected Board was re-elected

Implications of the outcome eg were there any lessons

learned and what likely future steps will you take in Very difficult to prevail in Board election Very difficult to prevail in Board election

response to the outcome?
On which criteria have you assessed this vote to be - -
mast significant"? Poor Governance, minority shareholder rights Poor Governance, minority shareholder rights
Company name Tandem Diabetes Ibiden Corp
Date of vote 22/05/2022 17/06/2022
Ap proxi size of fund's/mandate's holding as at the| T T
date of the vote (as % of portfolio) i ’
Summary of the resolution Re-election of Board Re-election of Board
How you voted Against Against
'Where you voted against management, did you
communicate your intent to the company ahead of the
vote?
ionale for the voting decisi Classified board structure Board net majority independent
Outcome of the vote Board was re-elected Board was re-elected

Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in
response to the outcome?

On which criteria have you assessed this vote to be
"“most significant"?

Very difficult to prevail in Board election Very difficult to prevail in Board election

Poor Governance, minority shareholder rights Poor Governance, minority shareholder rights
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VOTE 5 VOTE 6

Company name TISInc Fuji Corp
Date of vote 24/06/2022 29/06/2022
Approxi size of fund's/mandate's holding as at the|
date of the vote (as % of portfolio) 0N S0
Summary of the resolution Re-election of Board Re-election of Board
How you voted Against Against
Where you voted against management, did you
communicate your intent to the company ahead ofthe
vote?
ionale for the voting decision Board not majority independent Board not majority independent

Outcome of the vote Board was re-elected Board was re-elected
Implications of the outcome eg were there any lessons
learned and what likely future steps will you take in Very difficult to prevail in Board election Very difficult to prevail in Board election
response to the outcome?
On which criteria have you assessed this vote to be - .
"most significant"? Poor Governance, minority shareholder rights Poor Governance, minority shareholder rights
Company name PING Identity Storytel
Date of vote 22/10/2022 28/11/2022

roximate size of fund's/mandate’s holding as at the|
::e of the vote {:s?‘afp:rtfoln] ¢ ] -
Summary of the luti Approve plan of merger Approve share large share issuance
How you voted Against Against

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

vote?

Rationale for the voting decision TR e e et EeTeE T Concern about minority shareholder dilution; ereation of "blind
pool” for acqusition without shareholder approval

Outcome of the vote Merger was approved Itern was approved

Implications of the outcome eg were there any lessons

learned and what likely future steps will you take in Very difficult to prevail unless there is alternative bid Concentrated shareholding allowed item to pass

response to the outcome?

On which criteria have you assessed this vote to be : :

most significant"? Poor governance, minority shareholder rights Poor governance, minority shareholder rights

Stewardship

While specific voting rights are broadly confined to the realm of listed equities, the Trustee is engaged in
stewardship activities with all of the Plan’s managers, regardless of asset class.

The Plan schedules ESG (including climate risk) monitoring meetings with managers across all asset classes
including Liability Driven Investment (LDI) managers (that make up c.75% of the whole Plan’s investment
portfolio) to engage on their development of ESG and climate risk integration in their investment process and
to ensure that they are prepared for complying with the reporting required by Task-Force for Climate-Related
Financial Disclosures (TCFD).

The Trustee continues to believe strongly in the principles set out in the SIP and has been demonstrably
committed to good stewardship for many years. The Plan became a signatory to the United Nations Principles
of Responsible Investment (UNPRI) in 2009, and after having adopted the Financial Reporting Council’s (FRC's)
UK Stewardship Code in 2011 was accepted as a signatory to the updated code in 2022.

In furtherance of the Sustainable Investment and Corporate Governance sections of the SIP, this year the Trustee
has:

Completed an Environmental, Social and Governance (ESG) review of all the alternative and non-
alternatives managers;

e Completed an ESG roadmap action tracker outlining and tracking actions to support the Trustee to
achieve its ESG ambitions, across the short, medium and longer term. The roadmap sets out a number
of actions across Governance, Investment Strategy, Risk Management, Engagement, and Reporting and
Transparency to be undertaken over varying time periods;

e Has had quarterly ESG and Climate Steering Group meetings to track and update the ESG roadmap;

e Continued and expanded the Carbon Measurement project with ICE (previously Urgentem). The first
step in reducing the Plan’s carbon footprint is to measure it. The project focussed first on listed equities
and bond positions to measure their carbon footprint and to analyse how well aligned the portfolio is
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as a whole with various global carbon reduction goals. The project is being expanded to include all of
the Plan’s investments;

e  Ensured that those of its investment managers who hold UK listed shares confirm their compliance with
the FRC’s UK Stewardship Code;

e Continued with the appointment of Sustainalytics to engage across all the Plan’s equity and corporate
bond holdings on ESG issues where required and to make recommendations. Specifically, the
Sustainalytics Material Risk Engagement focused on financially material ESG issues by engaging with
companies ranked in the bottom half of their industry by ESG rating. An ESG engagement report from
Sustainalytics was received and reviewed quarterly for the RMG Section, and in the most recentyear,
Sustainalytics engaged with 50 companies in the Plan’s portfolio, with a focus on labour rights, human
rights, environment and business ethics;

e Continued engagement with Climate Action 100+, a body that engages with one hundred plus
companies to take action to reduce their carbon intensity and to align themselves with the TCFD
recommendations to substantially reduce greenhouse gases; and

e Continues to explore the merits of joining other climate related initiatives and is working with the
Employer to help ensure that Royal Mail as a company is properly aligned with compliance and
reporting on TCFD.

In addition to the voting behaviour detailed earlier by the Plan’s equity managers, below are some examples of
the Plan’s managers’ stewardship approach across non-equity asset classes over the reporting year:

e LaSalle — The Plan’s property manager has updated ratings for flood risk and energy efficiency for the
core property and long income portfolios. The manager is actively taking flood mitigation actions and
working to improve energy efficiency ratings;

e Abrdn —A corporate bond manager for the Plan, Abrdn is actively engaging with companies in the
portfolio across a range of ESG issues;

e BlackRock —the LDI manager has made a number of climate and ESG related initiatives in the portfolio,
including ESG ratings on swap counterparts, and engaging with the UK government directly on green
bonds.

Overall the Trustees are satisfied that the voting and engagement activities by the Plan’s managers, and
particularly the Plan’s equity managers as detailed in this report, have been consistent with the principles
set out in the SIP.
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Appendix 6 - Statement on Risk Management and Internal Controls

Oversight of risk management and internal controls within RMPP has been delegated by the Trustee Board to
the Audit, Risk and Finance ‘ARF’ Sub-Committee. The ARF Sub-Committee is responsible for agreeing the
framework for assessing, monitoring and managing the key risks within RMPP and provide recommendations
on these risk matters to the Board.

Risks identified and action plans for their management are recorded in the Risk Register. The Trustee and ARF
have oversight of all risks, with controls for each delegated to a risk-owner within the Executive team and a
relevant sub-committee. Through support from the Executive, the sub-committees provide continuous
monitoring of the risks in the register.

It should be borne in mind that the system of internal control and risk management is designed to manage
rather than eliminate the risk of failure to achieve the Trustee’s objectives. Summarised below are the most
important risks currently faced by the Plan. They are being managed to support the long-term objectives of the
Trustee Board.

1. Membership data is incorrect

Inaccurate or missing data can cause errors in Plan administration or incorrect information being sent to
members. RMPP’s administrator, the Pensions Service Centre “PSC” has a dedicated data integrity team working
on verifying data. The Scheme Actuary helps the PSC in setting out the calculations processes that should be
followed. Independent audit is used to check data quality and ensure that the correct calculation processes are
well documented and followed.

2. Cyber attack

A cyber-attack may result in the theft of data or the Plans assets and delays to the services provided. RMG’s

IT security is used to protect data, and their IT security team keep the Executive informed of potential threats.
Training was provided to the Trustee and the Executive this year to help mitigate fraud from a cyber attack. The
Executive holds a business continuity plan that is used to minimise delays to services as a result of an IT issue or
other issues that impact the office used by the Executive.

3. Covenant risk

Covenant risk relates to the strength of the sponsoring employer and the risk that it is unable to provide financial
support to the Plan when it is required. While the Plan has a strong funding level and contributions are not
expected to be required, deterioration in the Sponsor could lead to a disruption in the running of RMPP. Royal
Mail Group Limited had a material loss for FY22/23, following a period of sustained strike action and falling
parcel volumes. The Trustee continues to closely monitor the covenant strength and ongoing developments with
the company.

4. Investment strategy risk

This is the risk that the assets do not achieve the plans strategic target investment return, leading to an
impairment to the funding position. For the Defined Benefit Cash Balance Section, this could result in the target
discretionary pension increase not being achieved. To mitigate this risk the Trustee appoints investment
professionals to its Investment Sub-Committee and takes professional independent advice to ensure it has the
right level of knowledge and understanding to take the necessary decisions. The strategy is suitably diversified
and fully documented in the Plan’s Statement of Investment Principles.
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Appendix 6 - Statement on Risk Management and Internal Controls
(continued)

5. Climate/ESG risks

Climate change as a risk may have material adverse consequences for the Plan due to transition as well as
physical risks. Transition risks include changes in climate and energy policies (i.e. the inevitable policy response),
such as a shift to low carbon technologies and liability issues, potentially leaving heavy emitters of carbon
unprofitable (stranded assets). Physical risks such as flooding, droughts and wildfires can impact water
availability, food security, supply chains and employee safety, and consequently financial stability. Physical risks
are relevant for all time horizons, although their impact is expected to increase over time as climate conditions
become increasingly volatile. Transition risks are likely to be most relevant over short and medium term
horizons.

The Trustee has established a low-risk appetite related to climate and seeks to reduce the risk wherever possible.

The Trustee’s initial risk assessment was it was likely that Climate/ESG risks would have a Moderate impact on
the Plan (Inherent Risk). The Trustee put in place a series of business operation, independent assurance, and
oversight controls to mitigate the risks. The subsequent risk assessment was that it was likely that ESG risks
would have a minor impact on the Plan (Residual Risk). The controls are assessed on at least an annual basis.
The Trustee also monitors a number of metrics on at least a quarterly basis. In addition, they assess the metrics
set out in the next section on an annual basis.

6. Longevity risks

Longevity risk is the risk that members live for longer than is currently expected. That results in pensions being
paid for longer than expected, thus costing the Plan more than has been assumed in the actuarial valuation.
Over recent years there has been a general trend for longevity expectations and hence longevity risk to increase.
In-depth analysis is completed as part of the actuarial valuation to understand the expected mortality of RMPP’s
membership. However, there is uncertainty as to whether past mortality trends will continue into the future, or
whether there will be a step change in mortality, for instance due to improvements in healthcare. The plan
currently incorporates prudence into the assumptions, such that the plan has sufficient funding, in case the
longevity of RMPP’s membership is greater than expected. Longevity risk is one of the more significant risks
facing the plan, and the Trustee will consider whether there are alternative means of mitigating this risk, for
instance through insurance.
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Appendix 7 - Governance Policy

Trustee Mission and Key Objectives
The mission and key objectives of the Trustee Board of the Royal Mail Pension Plan (‘the Plan’) are:

Mission:
e To pay all of the benefits as they fall due under the Plan, in accordance with the Trust Deed and
Rules.

Key objectives:
To administer the Plan to a high standard for its members
To educate and engage with the Plan’s members and ensure effective communications
Maintain and, subject to risk constraints, enhance, over time, the security of accrued benefits in
the 2012 Section whilst keeping under review the various ultimate ‘endgame’ options’*
Aim to manage the investment strategy of the 2018 Section with an expected return of
gilts+3.6% per annum and a modelled volatility level of less than 9.36% p.a.**
To be committed to advancing ESG issues, including climate and a high level of compliance with
relevant legislation, regulation, industry codes and
standards as well as internal policies and sound corporate governance principles.

These key objectives are to be achieved in a cost-effective manner.

*Be it self-sufficiency or settlement with insurance or some combination.
**Gradually migrating over time to gilts+1.4% and maximum modelled volatility of c3.64% p.a. as the Plan
matures.

Plan Governance
The Trustee has a responsibility to ensure that the Plan is managed and administered in accordance with its
Trust Deed and Rules and in accordance with all relevant laws and regulations. The Trust Deed and Rules
stipulate primarily:

e How the Trustee conducts business including powers and discretions.

e The contributions payable by the participating employers and Plan members.

e The investment powers of the Trustee.

e  The benefits payable to Plan members.

The Trustee has ultimate responsibility for funding decisions — the procedure for agreeing scheme funding is
stipulated in Part 3 of the Pensions Act 2004.

The Trustee governs the Plan through a number of policies and procedures. These are shown in the Annex A on
pages 87 to 88.
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Appendix 7 - Governance Policy (continued)

Delegation of powers and duties

Under the Trust Deed and Rules the Trustee may delegate the powers, duties and responsibilities of managing
the Plan. The administration of the Plan is carried out by Royal Mail Group (the ‘Pensions Service Centre’) but
the Trustee retains the ultimate responsibility for ensuring its effectiveness. The Trustee has delegated limited
powers with regard to certain discretionary benefits to the Trustee Executive and Pensions Service Centre.

Royal Mail Pensions Trustees Ltd (‘RMPTL’)

RMPTL is a wholly owned subsidiary of Royal Mail Group Ltd. Its sole purpose is to act as corporate Trustee

to the Plan. It does not trade but it is a registered company and therefore it must act in accordance with the
Companies Act and with its Memorandum and Articles of Association. The Memorandum states the principal
purpose of the Company and its objects, whilst the Articles stipulate how business is conducted including
proceedings at meetings, structure of the Board, appointment and removal of directors, voting and delegation
of powers.

Trustee Board composition

The Trustee Board has an equal number of member and employer nominated Trustee Directors, together with
an independent Chair. Three of the Board members are nominated by Royal Mail Group (RMG) of which two are
currently independent, one by Post Office Ltd (POL) and four by the Royal Mail Unions overseen by the Trustee.
The independent Chair is appointed by Royal Mail after agreement with the Unions. RMG and POL may remove
their own nominees at any time. A member nominated Trustee Director can normally only be removed if all his
or her co-Directors agree. No matter who they are nominated by, each Trustee Director is responsible for
protecting the benefits of all members. Each Trustee Director contributes his or her own blend of business
knowledge and experience when making Trustee decisions.

Sub-Committees
The Board has established the following standing Sub-Committees:
e  Administration
e Audit, Finance & Risk
e Funding
e |nvestment

Additionally, the following Sub-Committees conduct business by correspondence and by meeting as and when
required:

e Internal Disputes Resolution

e Discretions

e Emergency events

Other Sub-Committees are established on an ad hoc basis as and when required. The Investment Sub-Committee
has established an Implementation Working Group which monitors progress of investment strategy.

All the Sub-Committees of the Trustee Board have approved terms of reference which include details of how
they operate, their duties and powers. In general terms, Sub-Committees monitor the services provided by key
external service providers, have limited delegated powers of appointment, carry out scrutiny of reports and
make recommendations for action to the Trustee Board.

The Trustee conducted a structural governance review which was completed in June 2023 with an independent
governance advisor, Isio. A number of changes are planned for 2023/24 including merging of the Funding and
Investment sub-committees as well as a review of member nominated Trustee arrangements.

The Trustee Executive

The Board of RMPTL is supported by an executive team of pensions management professionals who advise the
Board on its responsibilities and ensure that Board decisions are fully implemented.
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Appendix 7 - Governance Policy (continued)

Trustee Training

The Board follows The Pensions Regulator’s Code of Practice on Trustee Knowledge and Understanding, which
was introduced by the Pensions Act 2004. All Trustee Directors are required to complete The Pensions
Regulator’s training course, the ‘Trustee Toolkit’.

Assessment and Benchmarking
The Trustee carries out regular self-assessments of its Board’s effectiveness. It also participates in governance
surveys and is represented in several benchmarking groups of pension schemes.

Relationship with Royal Mail Group (RMG) and Post Limited (POL)

The Plan has distinct RMG (2012 and Cash Balance) and POL Sections. The Trustee engages with RMG and with
POL on investment strategy and funding arrangements through the Trustee’s Investment and Funding Sub-
Committees and its Investment Working Groups for each Section. The Chair and Chief Executive of RMPTL
present an annual report on the affairs of the Plan to the Board of Royal Mail Group.

Other Stakeholders
The Trustee engages with its other stakeholders, including the following:
e His Majesty’s Government
e Members of the Plan
e  Representative bodies of the members of the Plan, namely the Communication Workers Union,
the Communication Managers Association section of UNITE, and the Pensioner Federation
e The Pensions Regulator
e Ofcom
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Annex A to Appendix 7 - Key Policies and Procedures

Date last reviewed

Policy/Procedure

Triennial Valuation Report POL Jul 2019 RMG May2022
Statement of Funding Principles POL Jul 2019 RMG May2022
Annual Actuarial Report POL Nov2019 RMG Sept22
Summary Funding Statement POL Jul 2019 RMG May2022
Schedule of Contributions POL Jul 2019 RMG May2022
Recovery Plan (if required) N/A
Investment

Statement of Investment Principles Sept 2022
Responsible Investment Policy Sept 2020
Myners’ Compliance Report Mar 2018
Quarterly Investment Reports Mar 2023
Rebalancing Policy Feb 2021
Administration

Pensions Service Centre (‘PSC’) Pricing and Service Level Agreement Mar 2018
Internal Dispute Resolution Procedure Dec 2018
PSC Compliance Statements Jul 2022
Member Communications Strategy Jul 2020
Review of Discretionary Powers Mar 2018
Governance

Trust Deed and Rules Mar 2018
RMPTL Memorandum and Articles Jan 2018
Trustee Board and Sub-Committee Meetings Schedule Jun 2023
Business Plan Jun2022
Business Continuity Plans for RMPTL and Key Service Providers Jan 2019
Member Nominated Trustee Nomination and Selection Process Mar 2023
Induction Process for new Trustee Directors Oct 2022
Conflicts of Interest Policy Jul 2017
Risk Register Dec 2022
Notifiable Events Whistle-blowing Report May 2021
Review of Compliance with The Pensions Regulator’s Codes of Practice Sept 2018
Board Effectiveness Review Mar 2023
Structural Governance

Trustee Knowledge & Understanding Review Jul 2022
Anti-Bribery Policy Jun 2023
Data Protection, Data Retention, Data Breach, Equipment Use Dec 2019
Business Travel, Hospitality and Gift Policy Jun 2023
Taxation Strategy Mar 2020
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Annex A to Appendix 7 - Key Policies and Procedures (continued)

Date last reviewed

Sub-Committees’ Terms of Reference

Investment Sept 2023
Funding Sept 2023
Audit, Risk & Finance Jan 2018
Administration Jan 2018
Discretions Sept 2012
Internal Dispute Resolution Sept 2012
Working Groups’ Terms of Reference

Implementation Working Group (‘IWG’) Sept 2023
De-risking Working Group (‘DWG’) Sept 2023
Assessment of Advisors:

Lawyer: Sackers & Partners LLP Jun 2023
Actuary: Willis Towers Watson Jun 2023
Covenant Reviewer: Penfida Ltd Jun 2023
Auditor: KPMG LLP Dec 2021
Investment Consultant: Mercer Investment Consulting Jun 2023
Custodian: JP Morgan Chase Bank Jun 2022
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Glossary of Terms

Actuarial Valuation
A valuation of a pension scheme which compares the scheme’s assets to its liabilities. Economic and
demographic assumptions are made to value the scheme’s liabilities.

Added Years
A method of increasing pensionable service for those members wishing to provide for enhanced pension
benefits by paying additional contributions.

Additional Voluntary Contributions (AVCs)
Contributions made by active members to purchase additional defined contribution benefits.

Asset Allocation
The proportions in which the Plan’s assets are distributed between different classes of investment.

Contingent Liability
A potential obligation which depends on whether or not some future event occurs.

Contracting Out
The use of the Plan to provide benefits in place of the State Second Pension (S2P).

Corporate Trustee
The Plan is managed by a corporate trustee company, acting as the Plan’s Trustee.

Credit Default Swap
A financial swap agreement that transfers the credit exposure of fixed income products between parties.

Collateralised Loan Obligations (CLOs)
A form of securitisation where payments from multiple middle sized and large business loans are pooled
together and passed on to different classes of owners in various tranches.

Custodian
A financial institution that holds and manages a client’s securities or other assets on their behalf so as to reduce
the risk of the client losing those assets or having them stolen.

Deferred Members /Deferred Pensioners

Members of the Plan who have ceased contributing (and may have left the employ of the Plan sponsor). They
each have a benefit preserved in the Plan, payable at normal retiring age or on earlier death or ill health based
on their period of service.

Derivatives
Financial contracts which derive their value from some other underlying asset. Examples include futures, options
and swaps.

Emerging Market Equities/Debt
These are overseas asset classes which cover countries with developing economies. This asset class currently
covers certain countries in Asia, Latin America, Europe and Africa.

Employer Covenant

The ability of a pension fund’s sponsoring employer(s) to fund its pension scheme and underwrite investment
risk.
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Glossary of terms (continued)

Equities
Shares in UK and overseas companies.

Fair Value
A rational and unbiased estimate of the market value of goods, services or assets.

Fixed Interest Securities
Investments on which a fixed rate of interest is received.

Foreign Exchange (‘FX’ Forward)
A contract in the foreign exchange market that locks in the exchange rate for the sale or purchase of a foreign
currency at an agreed future date.

Futures and Options Contracts

A futures contract is a firm agreement to buy or sell a security or quantity of securities at an agreed price and
future date. An option contract confers the right without the obligation to complete a similar transaction at
an agreed price and future date. In particular, stock futures and options are used by the Plan as a means to
buy or sell, with a single transaction, the equivalent of a wide range of shares that are the constituents of
stock market indices. Similarly, bond futures and options contracts relate to future transactions in UK and
overseas bonds.

Gilt Repurchase Agreements (Repo)

The practice of selling gilts and simultaneously entering into an agreement to repurchase them at a fixed time
and price. A technique used to fund temporary cash shortfalls, to fund long gilt positions, or to gear portfolios
by borrowing against gilts. Buying gilts with a resale agreement is called a reverse repo and is a means of
lending cash on a collateralised basis.

Hedge

A hedge is an investment position intended to offset potential losses/ gains that may be incurred by an
organisation. Liability hedging typically involves investing in assets which mitigate against the adverse impact
of changes to interest rates and inflation rates.

Liability-Driven Investment (LDI)

Liability-driven investment is an investment in assets that can generate the cash to pay for the Plan’s
financial liabilities. Assets include government bonds, swaps and other instruments designed to hedge the
interest rate and inflation sensitivity of the liabilities.

Index Linked Securities
Stocks of which the capital value is linked to the rate of inflation.

Internal controls
Processes for assuring achievement of an organisation’s objectives in operational effectiveness and efficiency,
reliable financial reporting, and compliance with laws, regulations and policies.

Investment Return
The return achieved by the Plan’s investments in respect of both income and capital gains (realised and
unrealised) normally expressed as an equivalent annual rate.

Money Purchase

Pensions and lump sums which are based on the accumulated value of contributions together with investment
returns. Benefits on a money purchase basis are not related to either the member’s salary or period of service.
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Glossary of terms (continued)

Myners’ Principles
A set of high level principles compiled by a committee headed by Lord Myners’ relating to investment
decision making and governance, recommended by The Pensions Regulator.

Options
An options contract is an agreement between a buyer and seller that gives the purchaser of the option the
right to buy or sell a particular asset at a later date at an agreed upon price.

Over The Counter (OTC) Contracts
Contracts traded directly between the two parties rather than those which take place on a public regulated
exchange.

Pooled investments
Funds from many investors that are aggregated for the purpose of investment.

Private Equity
Equity capital that is not quoted on a public exchange as investors put capital directly into private companies.

Realised Gains
The net gain on investments sold, calculated by comparing the selling price with the price at which they
were purchased, or with the value which they were transferred to the Plan at inception.

Royal Mail Statutory Pension Scheme

The pension scheme established by Government which took over responsibility to pay all benefits earned
by members of RMPP up to 31 March 2012.

Sections A,B,C,DEand F

Section A essentially mirrors the provisions of the Principal Civil Service Pension Scheme and only those who
became members of the Plan before 1 December 1971 have an opportunity to elect for Section A benefits.

Section B provides benefits for members of the Plan who joined after 30 November 1971.

Section C provides benefits for members of the Plan who joined since 1 April 1987 as members of Section C
and Section C Supplementary Plan.

Section D contains the matching AVC arrangement for Section C members.

Section E replicates the provisions of Section A and B but without the enhanced pension benefits on
redundancy.

Section F provides Cash Balance benefits the members joining the Plan on or after 1 April 2018.

Section C Supplementary Plan

A Plan to which full-time employee members may contribute £150 per annum (scaled down for part-timers).
For most employee members, the employer matches these contributions; for higher earners there is a lower

employer contribution or no contribution.

Short-term Investments
Examples are bank deposits, deposits in the interbank market, certificates of deposit and Treasury bills.
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Glossary of terms (continued)

Swaps
Swaps are derivative contracts between two parties in which they agree to exchange one set of cash flows
for another.

The Pensions Regulator
A statutory body in the UK which regulates workplace pension schemes.

Total Return Swap (TRS)

A swap agreement in which one party makes payments based on a set rate, either fixed or variable, while
the other party makes payments based on the return of an underlying asset, which includes both the income
it generates and any capital gains.

Transfer Value
The cash equivalent or present value of a deferred pensioner’s preserved benefit which can be used to
purchase benefits in a new employer’s scheme or a personal pension.

Unit Trust

An unincorporated mutual fund structure that allows funds to hold assets and pass profits through to the
individual owners, rather than reinvesting them back into the fund. The investment fund is set up under a
trust deed. The investor is effectively the beneficiary under the trust.

Unlisted Investments
Stocks and shares not traded on a recognised stock exchange.

Unrealised Gains
The net increase in the market value of investments held, but not yet realised.
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Contact Details

Members’ queries about the Plan generally or about individuals’ entitlement to benefits
should be addressed to:

Telephone:

0345 603 0043

Email:
pensions.helpline@royalmail.com

Write to us:

Pensions Service Centre
PO Box 5863

Pond Street

Sheffield

S98 6AB

The Plan website is:
www.royalmailpensionplan.co.uk

Royal Mail Pensions Trustees Limited

Published August 2023 © Royal Mail Group Ltd

Royal Mail Group Ltd is registered in England and Wales
Registered office: 185 Farringdon Road, London EC1A 1AA
Registered number 4138203

Neither an audit nor a review provides assurance on the maintenance and integrity of the website, including controls
used to achieve this, and in particular whether any changes may have occurred to the financial information since first
published These matters are the responsibility of the Trustee but no control procedures can provide absolute
assurance in this area. Legislation in the United Kingdom governing the preparation and dissemination of financial
information differs from legislation in other jurisdictions.
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