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1. INTRODUCTION

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

This document outlines the statement of investment principles that governs the
investment policy of the Trustee, Pi Consulting (Trustee Services) Limited, in
relation to the NextiraOne Pension Scheme (“the Scheme”).

This document has been prepared in accordance with Section 35 of the
Pensions Act 1995 as amended by The Occupational Pension Schemes
(Investment) Regulations 2005.

In preparing this statement the Trustee has taken appropriate written advice
from Crevan Begley FIA. The Trustee has also consulted with the sponsoring
employer. The advice and consultation process considered the suitability of the
Trustee’s investment policy for the Scheme.

The Scheme provides final salary related benefits and is a registered Scheme
under section 150 of the Finance Act 2004. There is no employer-related
investment, and none is intended. The employer intends to remit all relevant
contributions to the Trustee within the relevant timescales. Accrual ceased
under the Scheme with effect from 31 December 2008.

The Trustee will set general investment policy and currently invest in pooled
funds. Responsibility for selection of specific investments within the pooled fund
is the responsibility of the Investment Manager. A copy of this Statement will be
provided to the Investment Manager appointed.

The Trustee will review this document every three years, or sooner if the
Trustee considers a review is necessary for other reasons. A copy of this
statement is available for inspection by Scheme members.

The Trustee is aware of the Pensions Regulator's best practice guidelines in
relation to investment decision making and governance, and the Institutional
Shareholder's Committee’s statement of principles on the responsibilities of
institutional shareholders and agents. The Trustee is also aware of the
recommendation from the Myners report with respect to greater transparency
within their Statement. The Trustee has considered these recommendations
when formulating their investment policy and has included them within this
statement to the extent that they feel is appropriate.

The Trustee is given wide powers to invest the Scheme’s assets under clause 5
of the Trust Deed of the Scheme.
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2. DIVISION OF RESPONSIBILITIES
2.1 The Trustee’s responsibilities include, but are not limited to the following tasks:
¢ Reviewing the content of this document and amending if necessary, in
consultation with the employer and taking advice from appropriately
qualified individuals.
¢ Reviewing the investment policy following each actuarial valuation.
e Appointment of Investment Managers.

e Assessing the quality of performance of Investment Managers.

e Ensuring the compliance of the investment arrangements with the
principles outlined in this document.

2.2 The Investment Managers’ responsibilities include:

e To use their discretion to invest the assets of the Scheme as they deem
appropriate to achieve the fund objective.

o To provide the Trustee with regular statements describing the investment

performance of funds under their management, as well as comparable
figures from benchmark indices.

2.3 The Scheme Actuary’s responsibilities include:

e Performing the statutory valuations and advising the Trustee of how the
results might impact upon their investment decisions.

2.4 The Scheme Administrator’s responsibilities include:

e Advising the Trustee of the cash required to meet benefit payments as
and when they fall due.

e Payment of benefits and transfer values.

2.5 The Investment Consultant’s responsibilities include:

e Advising on an investment strategy appropriate to the investment
objectives.

e Monitoring the performance of the Investment Managers.
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3. OBJECTIVES

3.1 The Trustee’s investment objectives are as follows:

To acquire suitable assets such that these, together with new contributions
from the Company, will be sufficient to meet the cost of benefits as they fall

due.

To limit the risk of assets failing to meet the liabilities over the long term.

To minimise the long term costs of the Scheme by maximising the return on
the assets, whilst having regard to the objectives shown above.

To pay due regard to NTT United Kingdom Limited’s interest in the size,
stability and incidence of employer’s contribution payments.

Policy

3.2 Following discussions with the Company, the Trustee has set the following asset
allocation:

Asset Class Allocation Benchmark | Allocation Tolerance

UK Equities o o

World Equities (currency hedged) 30% +-7.5%

Diversified Growth 30% +/-7.5%

UK Index-Linked Gilts 40% +/- 10%

Total 100%

The real interest rate target hedge ratio is 100% with a tolerance of +/- 15%.

3.3 Investment of new monies should be in line with the asset allocation benchmark

as should disinvestments.

There is no formal rebalancing procedure in place

and so the actual asset allocation may be different to the benchmark due to
differing fund performance.

3.4 The Trustee may from time to time deviate from the above if that is believed
appropriate given prevailing market conditions.

3.5 Within each asset class the Trustee has delegated to their Investment Managers
the discretion over the day to day management of their funds, including stock
selection.
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Conflicts of Interest

3.6 The Trustee maintains a separate conflicts of interest policy and register.
Subject to reasonable levels of materiality, these documents are in place to
record any actual or potential conflicts of interest, including instances in relation
to the investee companies or the Investment Managers, while also setting out a
process for their management.

Incentivisation of Investment Managers

3.7 The Investment Managers are primarily remunerated on an agreed fixed annual
percentage of the asset value for each underlying fund.

The Trustee does not directly incentivise the Investment Managers to align the
approach they adopt for a particular fund with the Trustee’s policies and
objectives. Instead, the Investment Managers and the funds are selected so
that, in aggregate, the returns produced are expected to meet the Trustee’s
objectives.

Neither does the Trustee directly incentivise the Investment Managers to make
decisions about the medium to long-term performance of an issuer of debt or
equity, or to engage with those issues to improve their performance. The
Trustee expects such assessment of performance and engagement to be
undertaken as appropriate and necessary to meet the investment objectives of
the funds used by the Scheme.

Risk

3.8 The Trustee manages the investments in the expectation that the Scheme is
continuing in existence. If they become aware of circumstances which lessen
the certainty over this the Trustee will take steps to adjust the investment
strategy as appropriate at the time.

3.9 The Trustee recognises that the returns on real assets are likely to be more
volatile than from monetary assets.

3.10 The Trustee invests in diversified index tracking funds to reduce the stock-
specific risk faced by the Scheme.

3.11  The Trustee has considered the currently fairly strong balance sheet of the
Company when considering the acceptable degree of exposure to equity
markets. The Trustee will review their investment strategy should the
Company'’s position change.

3.12 The Trustee will ensure that each Investment Manager chosen is prudent and
professional in its general approach to investment.
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Suitability

3.13 The Trustee has taken advice on suitable asset allocations given the liability
profile of the Scheme. It is acknowledged that the strategy is likely to result in
some volatility of the funding position, and additional contributions may be
needed from the employer to support the policy. The investment strategy has a
liability matching component which helps reduce the volatility of the funding
position. The Trustee will keep the asset allocation under regular review.

Liquidity

3.14  The Trustee will monitor the cash flow requirements of the Scheme regularly.
The Trustee’s policy is to ensure that the assets invested are sufficiently
realisable to enable the Trustee to meet their obligations to provide benefits as
they fall due.

Custody Risk (actions by the custodian)

3.15 Investment in pooled funds gives the Trustee a right to the cash value of the
units rather than to the underlying assets. The Investment Managers of the
pooled funds are responsible for the appointment and monitoring of the
custodian of the fund’s assets.

Responsible Investments and Stewardship

3.16  The Trustee expects Investment Managers to have integrated environmental,
social and governance concerns into their risk analysis and investment process.
Environmental concerns include climate change, energy efficiency, waste and
pollution and scarcity of water and other resources. Social concerns include
human rights, health & safety at work, welfare and other working conditions, and
responsibility for the wider community in which a business operates. Corporate
Governance concerns include audit quality, board structure, remuneration policy,
shareholder and other stakeholder rights.

3.17 The Trustee will try to ensure that they manage all new and existing
investment arrangements in a way that takes account of environmental, social
and governance concerns.

3.18 In monitoring the performance of their Investment Managers, the Trustee will
also regularly consider how the Investment Managers are performing with
reference to environmental, social and governance concerns, including their
continuous monitoring of these issues, principles and processes and making
their records of engagement available to investors.

3.19 No non-financial factors have been taken into account in setting the Trustee’s
investment strategy. Currently the Trustee does not intend to seek the views of
the membership on ethical considerations.
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3.20 The Trustee is satisfied that implementing these factors does not materially
reduce the prospect of investment returns to the fund or materially increase the
level of risk being borne by the fund/the members.

3.21 The Trustee’s appointed Investment Managers have signed the United
Nations Principles for Responsible Investment (www.unpri.org), aspirational
principles aiming for a more sustainable global financial system.

Delegation of Voting Rights

3.22 The Trustee cannot exercise their responsibilities directly as they do not hold
investments in their name. The Trustee has given the Investment Managers full
discretion when evaluating environmental, social and governance issues and in
exercising rights, engagement activities, and stewardship obligations attached to
the Scheme's investments. The Trustee expects the Investment Managers to
report at regular intervals on their actions, including

e the extent to which Environmental, Social and Governance (ESG)
considerations are incorporated into investment decisions;

o the portfolio’s exposure to tobacco, alcohol, gambling, defence and fossil
fuel stocks;

e the proportion of the portfolio which can be assigned an ESG score by an
ESG data provider;

o that proportion’s asset-weighted ESG score according to the ESG data
provider;

e examples of impact investments within the portfolio

3.23 The Trustee’s voting and engagement policy is to use their investments to
improve the Environmental, Social and Governance behaviours of the underlying
investee companies. These ESG topics encompass a range of priorities, which
may over time include climate change, biodiversity, the remuneration and
composition of company boards, as well as poor working practices. The Trustee
believes that having this policy, and aiming to improve how companies behave
in the medium and long term, are in the members’ best interests. The Trustee
will aim to monitor the actions taken by the Investment Managers on their behalf
and if there are significant differences from the policy detailed above, they will
escalate their concerns which could ultimately lead to disinvesting their assets
from the Investment Manager.

3.24 The Trustee’s appointed Investment Managers support the UK Stewardship
Code (https://www.frc.org.uk/investors/uk-stewardship-code), which aims to
enhance the quality of engagement between investors and companies to help
improve long-term risk-adjusted returns to shareholders.
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Scheme Funding

3.25 The Trustee requires the Scheme Actuary to review the funding level of the
Scheme regularly. The latest actuarial valuation was undertaken as at 31 March
2019, the results of this valuation indicate the Scheme was underfunded at that
date. The Recovery Plan devised to address the deficit assumed a total return
on the Scheme assets of 3.7% per annum would be achieved over the long
term. The investment strategy was reviewed as part of the 2019 valuation and
advice was taken from Elizabeth Loosmore FIA. It was concluded that it was not
unreasonable to continue with the existing strategy at that time. The investment
strategy has been further reviewed as part of the 2022 actuarial valuation
process and following significant increases in interest rates seen over 2022.

Additional Voluntary Contributions (AVCs)

3.26 Some members have obtained further benefits by paying Additional Voluntary
Contributions (AVCs) to the Scheme. The liabilities in respect of these AVCs
are equal to the value of the investments bought by the contributions. From time
to time the Trustee reviews the choice of investments available to members to
ensure that they remain appropriate to the members’ needs.
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4. INVESTMENT MANAGER ARRANGEMENTS
Investment Managers

4.1 The assets are invested in pooled funds with State Street Global Advisers. The
Trustee intends to review the investments at least every 3 years.

Expected return on investments

4.2 The asset allocation benchmarks are described in section 3. The Trustee
expects the total returns to be in line with the assumptions they set in the
triennial valuation report (as revised from time to time).

Investment Managers’ Objectives

4.3 The Trustee expects that the before charges performance targets applying to the
individual pooled funds will be met. The current performance targets are
recorded below but it is recognised that these may change over time.

» UK Equity holding — in line with the FTSE ALL Share Index

» World Equity holding — in line with the FTSE World ex UK Index with
currency 50% hedged to Sterling

» Diversified Growth holding — to exceed the Bank of England Sterling
Overnight Index Average by 4% per annum

» UK Index Linked Gilts holding — in line with the Bloomberg UKTI 0.125%
Mar 68 Total Return Index

4.4 The Investment Managers should achieve these objectives in the majority of
three-year periods, although it is not expected that the Investment Manager will
necessarily achieve the target in every three-year period.

Manager Monitoring

4.5 The Trustee will monitor the performance of the Investment Managers and
review their appointments regularly. The Trustee will consider the Investment
Managers’ compliance with the requirements of the Pensions Act concerning
diversification and suitability, where relevant. In addition, the fee structure for
Investment Managers and advisers will be reviewed at least once each three
years.
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5. INVESTMENT RESTRICTIONS
5.1 No direct investment shall be made in any of the following:
e Securities issued by the sponsoring Company.
e Property owned by or leased to the sponsoring Company.

e Securities issued by associate companies of the Investment Manager.
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6. RISK MANAGEMENT

6.1

6.2

The Trustee recognises that there are a number of risks involved with

investment of the assets of the Scheme.

Solvency, longevity and mismatching risk: addressed through the choice of
benchmark and through ongoing triennial actuarial valuations.

Manager risk: addressed by the performance objectives set out in Section 4;
and by the ongoing monitoring of Investment Manager performance.

The key risks the Manager manages are related to market risk which
comprises the following three types of risk:

1. Interest rate risk: The risk that the fair value or future cashflows of a
financial asset will fluctuate because of changes in market interest rates

2. Currency risk: The risk that the fair value or future cashflows of a financial
asset will fluctuate because of changes in foreign exchange rates

3. Other price risk: The risk that the fair value or future cashflows of a
financial asset will fluctuate because of changes in market prices (other than
those due to interest rates and currency).

Liquidity risk: The Trustee will monitor cash flow requirements regularly.

Credit risk: One party to a financial instrument will cause a financial loss for
the other party by failing to discharge an obligation.

Political risk: the risk of political intervention having an adverse effect on
asset performance is reduced by diversification of the assets across
companies and restrictions on the amounts allowed to be invested in foreign
countries.

ESG risk: The risk of adverse performance due to ESG related factors
including climate change. This is addressed by the Investment Manager’s
ESG assessment at the point of investment with Underlying Managers.

The Trustee will regularly monitor these risks, and will also regularly monitor
the strength of the sponsor covenant and the risk of sponsor default.

This statement has been agreed by the Trustee on ..25May 2023 .............

Signed on behalf of the Trustee

NextiraOne Pension Scheme
Statement of Investment Principles 2023

Page - 12 -



