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Introduction

Welcome to the annual governance report for the University of Reading Pension Scheme (URPS).

The Scheme is required to meet a number of governance standards, and these are in place to help
make sure that members achieve good outcomes in relation to their pension savings. The Trustees
produce an annual report, called the Chair's Statement, to show how the requirements have been

met and this is included below with other information about the Scheme that we hope you find useful.

The Statement sets out what we, the Trustees, achieved during the period from 1 August 2022 to
31 July 2023 and how we have met the required governance standards. It also details how third
parties have assisted us in fulfilling our duties. You do not need to take any action but if you have any

questions, please contact the University's Pensions Team at pensions@reading.ac.uk. A paper copy

of this statement can be provided on request.

UPRS is an arrangement which provides Defined Contribution benefits to members. As at the
Scheme year end, the Scheme held money purchase assets with Aviva.
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Chair's Statement

Highlights

The Trustees work in the best interest of all members of the Scheme and assess whether the
Scheme is providing good value to members. The Trustees held Board meetings quarterly on the
following dates during the year:

19 October 2022

7 February 2023

18 April 2023

13 July 2023

Meetings of the URPS Governance Sub-Committee were held on (more information about what
these meetings are can be found in section 5):

16 November 2022
15 June 2023

Information about the Scheme and some of the things we have achieved in the last 12 months:

e Membership: By the end of the Scheme year there were 1,342 active members of the
Scheme and 2,865 members who had left but still have benefits with URPS. In total there
were £21,050,874 in funds under management for members. Members have a choice of six
investment funds and three investment strategies from which to select.

During the year 17 members retired and took benefits totalling £241,425 from the Scheme.
Another 41 members who had left the Scheme, transferred their pension savings totalling
£128,834, to other pension schemes.

We dealt with one death of a deferred member during the year, the pension savings were
paid out to beneficiaries.

e Value for members: The Trustees work hard to make sure that the Scheme delivers good
value for its members. Good value is not just about costs or charges, it also encompasses
features like investment choice, security of members' savings, the support available to
members, such as tools and guidance, and the overall quality of the administration services.
Value for members is also a key area of focus for The Pensions Regulator who oversees the
performance of the Trustees and the governance of the Scheme. The Trustees
commissioned an independent report to assess the value that the Scheme delivered to its
members duringthe year and are pleased to report that the assessment concluded that the
Scheme provides good value overall. Where suggested improvements were identified, we
will assess these in conjunction with Aviva (the administrator) and our professional advisers

to see whether changes can be made for the better during the current Scheme year.

e Administration: The Trustees appointed Aviva as the administrator for the Scheme. Aviva's
performance is monitored in our quarterly Trustee meetings where we receive
presentations and reports about the previous quarter's activities.
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Chair's Statement

During the year, the Trustees formally assess Aviva's performance to ensure it remains

satisfactory and meets requirements.

Communications and Engagement: The Trustees monitor member engagement at each
quarterly meeting, and we are always looking at ways to improve the experience members
have when accessing information about or taking action in respect of their pension. During
the year Aviva provided on site help and support to members to download and access the
My Workplace App allowing members to access their online account more easily. Aviva also
provided two in person presentations to members on how the pension scheme works and
saving for the future. Aviva also provide a rang of webinars that are free to attend, although
they are not specific to URPS they do provide general pension and retirement information.

Annual Chair’'s Statement for Year Ended 31 July 2023

As Trustees we are committed to making sure we achieve high standards of governance. We try to

ensure the Scheme is run in accordance with the Scheme Rules and that it meets regulatory and

legislative requirements.

In this statement we are giving you information on five key areas:

1.

2.

Investment, and in particular the default investment arrangements.;
Administration including the controls and processing of core financial transactions;

Charges and Transaction Costs with a focus on member borne charges and costs plus
information on Net Investment Returns provides details of the performance of the

Scheme's various investment options, after deduction of the costs describedin Section 3.2;
Value for Members Assessment an independent report to determine good value;

Trustee Knowledge and Understanding including Trustees' compliance with the statutory

knowledge and understanding (TKU) requirements.

Dashboard

This dashboard provides a summary of how well we think the Scheme is performingin relationto the

five key areas.

1 The default arrangement Is the default investment Yes
investment strategy and strategy appropriate and has it
funds been reviewed? Are funds
performing as expected?
2. The processing of core Have core financial transactions Yes
financial transactions been processed promptly and
accurately?
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Chair’s Statement

3&4. Member borne costsand  Does the Scheme provide good Yes
Value for Money value for members?
considerations

5. The Trustees' compliance Do the Trustees, together with Yes
with the statutory available advice, have sound
knowledge and knowledge so that they can
understanding (TKU) manage the Scheme well?

reguirements

1. Default Investment Option and funds

The Trustees areresponsible for setting the investment strategy and objectives to meet the needs

of members.

The Schemeis used as a Qualifying Scheme for auto-enrolment. Members can choose which funds
theirmoney is invested in from a range of options. For those members who do not select an option,
the Trustees must establish a default investment arrangement. The original advice for this default
arrangement was to use a lifestyle approach which would transition members approaching
retirement into funds appropriate for members looking to convert their pension savings into an
annuity providing a guaranteed income. The vehicle used as a lifestyle arrangement targeting a
gradual switch to the Annuity Investment Programme as the member approaches retirement..
During the scheme year, most of the Scheme's members had some or all their funds invested in

this default option.

Further details of the objectives and the Trustees' policies regarding the default arrangement can
be found in a document called the Statement of Investment Principles (SIP). The SIP covering this
default arrangement is attached to this annual statement regarding governance. As noted above,

the aims and objectives of the Default Investment Arrangement are:
e Thedefaultinvestmentarrangement should be suitable for atypical member of the Scheme

e Thedefaultinvestment arrangement should be invested in a wide range of assets designed
to achieve growth over the long term but where risk is gradually reduced in the 8 years prior

to amember's planned retirement age

e Atretirement age the default investment arrangement is appropriate for members looking

to convert their pension savings into an annuity providing a guaranteed income.

Hub Financial Services have been appointed by the Trustees to act as an annuity broker for the
Scheme. This is to help members who choose to purchase an income with their pension savings

get the best possible annuity rates for their circumstances.

Members were not locked into the default option; there were two alternative life styling
programmes available whereby assets are invested in line with a pre-determined strategy. The
strategy changes as a member gets closer to accessing their retirement savings and takes into
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Chair's Statement

account the way in which they expect to access the savings. These alternative programmes target
income drawdown or cash withdrawal. There is also a self-select option to enable members to
choose which funds their money is invested in from a range of investments.

Areview of the default arrangement took place inthe 2022/23 year and this led to changes after the
yearend as setoutin 1.1.

1.1 The Statement of Investment Principles

We are responsible for investment governance: this means setting and monitoring the investment
strategy for the Scheme's default arrangement. The Statement of Investment Principles (SIP)
documents the principles governing our decisions about investments, both in relation to the default
funds and to the wider range of investment funds available to members. The strategy is designed to
ensure that the Scheme's assets are invested in the best interests of members and their
beneficiaries.

The most recent copy of the SIP which was updated to incorporate the latest disclosed transaction
costsis dated 14 February 2022 and is included later in this Statement. The SIP is reviewed in full at
least every three years or immediately if there is any significant change in the strategy or member
profile. Following discussions at the 20 October 2023 Trustee Board Meeting, a copy of the SIP
dated 14 February 2022 was reviewed. This concluded that the SIP accurately reflected the current
default arrangement as, although an investment strategy review was taking place, no investment
changes had yet been made and thus no updates to the SIP were required at that time.

The Trustees regularly monitor the performance of the default arrangement and will formally review
both this and the strategy at least every three years. The last completed review of the default
investment strategy took place in July 2020. A detailed review was undertaken in the 2022-2023
Scheme year with assistance from our investment advisors at Barnett Waddingham. In the Board of
Trustees' meeting on 7 February 2023 the Trustees made the decision to move from the current
default arrangement to Aviva's My Future Focus with a universal retirement target and this was
implemented in Q4 2023. A universal retirement target means that the funds are not lifestyled to
target an Annuity Investment Programme although members can still select this option. Instead the
funds are gradually moved (starting10 years before your selected retirement date) to reduce risk
but remain in a Lifetime diversified portfolio of assets.

In terms of transition to the new arrangements:

e Members that were invested in the Scheme's default strategy and were more than seven
years from retirement, were transferred to the Aviva My Future Focus Lifetime investment
programme.

e Members that were invested in the Scheme's default strategy and were less than seven
years from retirement, were transferred to the Aviva My Future Focus Target Annuity

Lifetime investment programme.
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e Members that were self-selected in the Scheme's drawdown lifestyle strategy, were
transferred to the Aviva My Future Focus Target Drawdown Lifetime investment

programme.

The new defaults were implemented for new members in October 2023, and for existing members
in December 2023.

If a member had self-selected one of the individual funds outside of the lifestyle strategies, the
money invested in those funds was not impacted by the above changes, and contributions being

paid into those funds also continue unaffected by the above changes.

The Aviva My Future Focus funds were introduced to the Trustees as part of the investment
strategy review and selected for a number of reasons. The Trustees believe that the universal
targetis better aligned with how our members take their retirement benefits. They also offer

members:

e adiverserange of asset classes within the different lifestyle strategies,
e Dbettervalue for money with reduced annual management charges, and

e arange of funds that are managed with a focus on environmental, social and governance
(ESG) factors.

The move to the new default completed successfully during December 2023.

During the year to July 2023, the Trustees took quarterly advice from Barnett Waddingham LLP at
each Board Meeting. Barnett Waddingham is the Trustees' appointed investment consultant.
Barnett Waddingham is authorised and regulated by the Financial Conduct Authority (FCA) and
licensed by the Institute and Faculty of Actuaries for a range of investment business activities.

The day-to-day management of the Scheme's assets is delegated to Aviva.

1.2 Investment Review

The Trustees review the performance of the Scheme's investment arrangements against their
objectives at each quarterly Trustee meeting. This review includes an analysis of fund performance,
manager performance and updates and takes account of the current market conditions and
anticipated risks. It allows the Trustees to raise any questions and for the Investment Consultant to

bring matters of interest to the attention of the Trustees.

During the year, the Trustees reviewed the Implementation Statement. This describes how the
Trustees have followed the investment policies laid out in the SIP. The Implementation Statement

can be read here: https://vfm.aviva.co.uk/university-of-reading.

Contributions paid into the Scheme are invested in accordance with the investment strategy which
is documented in the SIP. Contributions are invested in pooled funds, which means that the
Trustees do not own the assets or shares directly and cannot vote at the AGMs of the companies
that the fundinvestsin. Instead, the fund managers do this on their behalf and the Trustees monitor

the fund manager's performance against their own requirements, including those relating to
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environmental, social and governance (ESG) factors. The Trustees expect the fund managers to
promote good governance and environmental and social practice and to use their votes
appropriately to ensure good corporate performance as this is essential in generating good long-
term returns for members.

In addition, the Trustees also pay regard to Aviva's Global Responsible Investment annual review,
which describes the work done by Aviva's Investment Managers regarding ESG. Aviva is authorised
and regulated by the Financial Conduct Authority.

2. Administration and Core Financial Transactions

The Trustees must ensure that "core financial transactions” are processed promptly and
accurately. Core financial transactions are (broadly):

e Investment of contributions made to the Scheme by members and their employer:
e Transfersinto and out of the Scheme of assets relating to members;
e Switches of members' investments between different funds within the Scheme; and

e Payments from the Scheme to or in respect of members (e.g., payment of death benefits).

The Trustees have appointed Aviva to carry out the administration of the Scheme including the
processing of core financial transactions.

The Trustees agree a Payment Schedule with the University that sets out timescales for the
University to remit monthly contributions to the Scheme in accordance with legislative
requirements. However, in practice contributions are paid in advance of these timescales. The
process for deduction and payment of contributions is carried out by the University. Once received,
contributions are invested in accordance with the timescales set out in the Administration
Agreement with Aviva. Aviva reports to the Trustees on a quarterly basis confirming the amounts
and receipt dates of contributions. Additionally, the Scheme Auditor, Mazars LLP, checks on an
annual basis that contributions are paid in accordance with the Payment Schedule.

All Scheme administration processes carried out by Aviva are covered by a Service Level Agreement
andthe Trustees monitor Aviva's performance against the agreed service levels at least quarterly to
make sure that all the administrative tasks, not just core financial transactions, are completed in line
with the service levels agreed. Between quarterly Trustee meetings the Scheme Secretary has
regular calls with Aviva to monitor performance and to raise any other issues as they arise. This
means that we can try to resolve any issues before they impact core financial transactions.

The service standards and performance for some of the key financial transactions as well as key

controls to ensure accuracy are shown:

Key Transactions Service Level (working days) Service Level achieved (%)
Fund switch request * 1 98

Payment —transfer out 5 100

Process transferin 5 100
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Process contributions 2 100
Pay retirement benefits 5 100
Death Claim 5 75

* Fund switch SLA information cannot yet be provided stand-alone, so the service level relates to
the broader category of ‘customer amendments' which includes fund switches

Both Aviva and the Trustees operate within a controls’ framework designed to ensure the delivery
of good outcomes for members. In relation to the processing of core financial transactions the key

controls are:

e Trustees and their Auditors review Aviva's AAF01/20 Assurance Report which summarises
their overall control framework and the performance of those controls during the year. Key

controls for processing core financial transactions are:

e All payments require dual authorisation. For high value payments the second
authoriser must be of a higher grade than the processor

e Allauthorisations are set within the administration platform and cannot be bypassed
e Daily reconciliations of funds and units held

e Allincoming payments are held in a nominee account which is protected according
to the requirements of the FCA Client Assets Sourcebook (CASS)

e All processes are allocated an owner with each process being reviewed at least

annually to ensure they remain fit for purpose.

Trustees engage an independent Auditor to complete an annual audit as part of the production of
the Scheme Report and Accounts. This included a review of the contributions' payments process
and financial records to ensure that there were no discrepancies and payments were properly

authorised.

Trustees' audit the data quality of member common and Scheme specific data held on Aviva's
systems. Where the data falls below data quality standards specified by The Pensions Regulator the

Trustees are working with Aviva on ways to update and improve the data.

A representative from Aviva attends each Trustee meeting to present the Administration Report,
provide updates to the Trustees and answer any queries. The Report covers the following

information relating to core financial transactions:
e Performance against service levels and end to end servicing times

e Contributions paid including dates of receipt and investment, including members' Additional
Voluntary Contributions

e Transfersinto and out of the Scheme

e Retirement lump sums paid
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o Death benefits paid

e Customer Amendments including fund switches

Aviva ensured that core financial transactions were processed within the agreed service levels
wherever possible.

Overall, the Trustees are satisfied that core financial transactions have been processed in line with
service level expectations over the period 1 August 2022 to 31 July 2023 and that Aviva operated
appropriate controls during this period. Where service levels did not meet expectations the Trustees
received appropriate explanation from Aviva and were satisfied that adequate action was being taken
toimprove the performance.

In addition, the Trustees have in place a Risk Register which is reviewed at each Governance and
Board Meeting. This helps the Trustees manage any potential risks to ensure that any impact to the
Scheme is minimised.

3. Charges and Transaction Costs

The Trustees are required to report on the charges and transaction costs for the investments
available to members. Currently costs associated with the administration, investment and
communications from the Scheme are shared between the Trustees and members.

We have a specific duty to make sure that costs and charges borne by members of the Scheme are
compliant with regulations and represent good value for money. We have taken account of statutory
guidance when preparing this section. The charges reported are:

e directcharges, such asthe Annual Management Charge (AMC), and additional expenses that
are disclosed by the fund managers as part of the Total Expense Ratio (TER);

e indirect charges, such as the transaction costs borne within the fund for activities such as
buying and selling of particular securities within the fund's portfolio.

Any relevant charges are deducted as a percentage of a member's funds. This can have a significant
impact on the level of investment returns and therefore pension savings that members build up.
Note that costs of the professional services (pension governance, investment advice, legal advice
and audit) provided to the Trustees and also the costs of the administration services are met directly
by the University and are not borne by members.

During the period this Statement covers the majority of members had their pension savings invested
within the default arrangement which is the Annuity Life styling Programme. The Trustees can
confirm that the default funds remain within the charge cap of 0.75% of funds under management.

TER
Fund Name Annual Additional | Total Total
Management | Expenses Transaction Costs
Charge (p.a.) (p.a) Costs(p.a.) (p.a)
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Liquidity Fund

Aviva Pension MyM BlackRock (30:70) 0.58% 0% 0.08% 0.66%
Currency Hedged Global Equity Index

Fund

Aviva Pension MyM HSBC Islamic Global 0.52% 0.30% 0.02% 0.84%
Equity Index

Aviva Pension MyM BlackRock Over 5 Year 0.52% 0% 0.05% 0.57%
Index-Linked Gilt Index

Aviva Pension MyM Legal & General (PMC) 0.59% 0% 0.02% 0.61%
Future World Annuity Aware™

Aviva Pension MyM LGIM Diversified Fund 0.70% 0.01% 0.00% 0.71%
Aviva Pension MyM BlackRock Sterling 0.52% 0% 0.01% 0.53%

*Future World Annuity Aware — previously known as Pre-Retirement

3.1 lllustration of Costs and Charges

Charges can affect the value of a member's pension savings over time. We have included here

illustrations to demonstrate the possible effects of these charges on the value of a member's

pension. These have been produced in accordance with statutory guidance.

As each member will have a different amount of savings within the Scheme and any future

investment returns, costs or charges cannot be known in advance, the illustrations involve

assumptions about what these might be. The following have been considered:

e Savings potsize;

e Contributions;

e Realtermsinvestmentreturn gross of costs and charges;

e Adjustment for the effect of costs and charges; and

e Time.

However, nobody can predict the future and actual returns could vary significantly from those

provided here.

These llustrations show that a younger member saving £100 per month for 35 years would:

e Buildup apot after costs and charges of £37,900 if invested in the Black Rock Sterling Liquidity

Fund. Charges have reduced the value of the pot by £3,600.

e Build up a pot after costs and charges of £73,700 in the HSBC Islamic Global Equity Index.

Charges have reduced the value of the pot by £13,800.

Please bear in mind that the figures quoted are for illustrative purposes and are not intended to be

actual projections. They should never be relied on when making decisions about pension savings.
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Your pension scheme

AVIVA

University of Reading Pension

Scheme

Costs and charges illustration for a contributing member

What is this illustration for and how
could it help you?

The information in this document is an ‘illustration’. This is to show
you the possible effect of costs and charges on your pension savings
to help you plan for your retirement. The figures shown in it are not
personalto you and do not showthe actual pension benefits you
could get from the pension scheme

Your pension scheme benefits depend on manythings such as
contributions from you or your employer, how your investment funds
have performed, and costs and charges. You may get back lessthan
you put in

Aviva: Confidential
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How charges affect your pension
scheme’s investment funds

On page 12 are tables which show how different costs and charges
can impact the pension pot over certain periods of time, based on a
selection of investment funds. Table 1 shows your section's default
investment option, as well asexample funds with a high and low total
cost and charge associated to your section of the scheme. Table 2
shows the fundsincluded in your scheme's default arrangement.

Under each default investment option or investment fund, there are
two columns. The first shows the projected pension values assuming
no costs and charges are taken. The second shows the projected
pension values after costs and charges are taken. Bycomparing the
two you can see how much the costs and charges over the years will
impact your pension pot.

The figures are based on a monthly contribution of £100. See page 13
for the assumptions we use.
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Table 1

lllustration of effect of costs and charges for the default arrangement and a range of funds within your scheme —

University of Reading Pension Scheme

Annuity Investment Profile Av MyM BlackRock Sterling Liquidity | Av MyM HSBC Islamic Global Equity Index
Default Investment Programme Lowest charge fund Highest charge fund
Assumed growth rate 5.4% Assumed growth rate 2.5% Assumed growth rate 6.5%
Assumed costs and charges 0.67% Assumed costs and charges 0.53% Assumed costs and charges 0.82%
Proje.cted eI Projected value Pro]e.cted e Projected value Proje-cted I Projected value
At end of year a:::nl:‘:r;::::s after costs and a::;n';:\;gr;;c:rsets after costs and a::;"::‘:f;:::::s after costs and
ek charges are taken iaken charges are taken faken charges are taken
1 £1,210 £1,200 £1,190 £1,180 £1,210 £1,210
2 £2,460 £2,440 £2,370 £2,360 £2.470 £2.450
3 £3,750 £3,710 £3,560 £3,530 £3,780 £3,730
4 £5,000 £5,020 £4,750 £4,690 £5,140 £5,050
5 £6,480 £6,360 £5,930 £5,850 £6,550 £6,410
10 £14,200 £13,600 £11,900 £11,600 £14,500 £13,900
15 £23,300 £22,000 £17,800 £17,100 £24,100 £22,500
20 £34,100 £31,500 £23,700 £22,500 £35,700 £32,600
25 £46,800 £42,500 £29,700 £27,800 £49,800 £44,300
30 £62,000 £55,000 £35,600 £32,900 £66,900 £57,900
35 £80,000 £69,400 £41,500 £37,900 £87,500 £73,700
40 £101,000 £85,800 £47,500 £42,700 £113,000 £92,000
45 £125,000 £103,000 £53,400 £47,400 £143,000 £113,000
50 £141,000 £114,000 £59,300 £52,000 £179,000 £138,000
Table 2
List of funds included in the Default Investment Option
Total Cost and| Growth Rate
Fund name
Charge (p.a.) (p.a.)
Av MyM BlackReck {30:70) Currency Hdgd Global Equity Tracker 0.68% 6.50%
Av MyM LGIM Diversified 0.71% 5.60%
Av MyM BlackRock Sterling Liquidity 0.53% 2.50%
0.59% 3.50%

Av MyM Legal & General {PMC) Future World Annuity Aware

Aviva Life & Pensions UK Limited.
Registerad in England No. 3253947, Registered office: Aviva, Wellington Row, Yerk, YO90 1WR. Authorised by the Prudential Regulation Authority and regulated by the Financial

Conduct Authority and the Prudential Regulation Authority. Firm Reference Number 185896, aviva.co.uk TEMP GFING071309 09/2018

Aviva: Confidential
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How we worked out the figures in
the tables

It’s important to understand the difference that costs and charges
make to your pension pot, but we can’t predict exactly what will
happen in the future so we’ve had to make some assumptions. The
values shown are estimates and are not guaranteed

These assumptions are:

1 We’'ve assumed someone doesn’t have anything in their
pension pct when they start saving. Contributions are assumed
tobe paid £100 monthly increasing in line with assumed
earnings inflation of 2.5% each year

Z The figures illustrate the pension pot value in ‘today’s maney’
which means they take inflation into account by
discounting values at Z.5% a year. Seeing the figuresin
this way shows you what they could be worth today. It’s
important to note that inflation reduces the warth of all savings
and investments. The effect of this Is shown in theillustration
and could mean the fund may reduce as well as growin ‘today’s
money’.

3, Transaction costs may not have been included where data was
not available from the fund managers.

4 As your scheme's default Investment option moves your
investments te lower risk funds when you’re approaching
retirement, the growth rate and charges within the investment
option may change. We've modelled these expected changes
within the projections. The growth rate and charges shown in
the default investment programmeillustration are welghted
averages and are for information only. Full details of the
individual funds that make up the default investment
programme are shown intable 2,

Aviva Life & Pensions UK Limited.

Some important things to remember

Yoursection of the scheme will offer cther funds to those illustrated,
with different growth potential and different costs and charges, and
may also offer other lifestyling Investment options. If you have
selected another lifestyling Investment option your pension pot will
automatically be moved into different funds as you approach your
retirement date and your scheme literature will provide details of how
this works. As the individual funds used in a lifestyling approach have
different growth potential and different charges, the overall growth
rate and overall charge will change over time.

For these reasons, we have shown a range of funds with a range of
charges which are available to you and which could apply to your
pension pot during the life of your plan. A personal projection of your
pension potis included inyour annual benefit statement and you
should read thatto get an individual view of your projected pension
benefits. You'll also find details of the actual charges applicable to
you in your scheme literature,

The figures shown here:

¢ Shouldn’t be used to make investment decisions, sc if you need to
dothat, we recommend that you take financial advice,

¢ Maynot be relevant o your personal circumstances. Your money
may beinvested in different funds, forexample.

Registerad in England No. 3253947, Registered office: Aviva, Wellington Row, York, YO90 1WR. Authorised by the Prudential Regulation Authority and regulated by the Financial
Conduct Autherity and the Prudential Regulation Authority. Firm Reference Number 185896, aviva.co.uk TEMP GFING071309 09/2018

Aviva: Confidential
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3.2 Investment Returns

The below tables provide the net investment returns for each of the default investment options
available under the Scheme. These have been prepared in line with statutory guidance.

1.

Annualised returns net of charges for a single investment of £10000 in your scheme - University of Reading

PensionScheme
Duration lyears 3years 5years 10years 15years 20years
(annualised) (annualised) (annualised) {annualised) {annualised) {annualised)
Time period 31/07/2022 31/07/2020 31/07/2018 31/07/2013 31/07/2008 31/07/2003
(start date - end date)
31/07/2023 31/07/2023 31/07/2023 31/07/2023 31/07/2023 31/07/2023
AvMyM BlackRock (30:70)
Currency Hdgd Global Equity 9.29% 10.58% 6.37% 7.90% Dataunavailable Dataunavailable
Tracker
AvMyMLGIMDiversified -0.89% 2.91% 2.92% Dataunavailable Dataunavailable Dataunavailable
AvMyM BlackRock Sterli ) :
i afiqu‘i’jtf‘e”“g 2.99% 0.84% 0.59% 0.28% Dataunavailable | Dataunavailable
AvMyM BlackRock Over 5 Year
Index-Linked GiltIndex Tracker -23.43% -15.77% -6.02% 0.94% Dataunavailable Dataunavailable
AvMyM Legal & General (PMC) ~ ® B ® N ® . . .
FutureWorld Annuity Aware 16.09% 12.90% 4.37% Dataunavailable Dataunavailable Dataunavailable
AvMyM HSBClslamic Global . . .
e Equitifﬂcexo 9.42% 12.39% 13.38% Dataunavailable Dataunavailable Dataunavailable

Annualised returns net of charges for a single investment of £10000 using each lifestyling strategy in your scheme -

University of Reading Pension Scheme

Duration lyears 3years Syears 10years 15years 20years
(annualised) (annualised) (annualised) {annualised) {annualised) {annualised)
e Ageatstart 31/07/2022 31/07/2020 31/07/2018 31/07/2013 31/07/2008 31/07/2003
programme ofperiod
31/07/2023 31/07/2023 31/07/2023 31/07/2023 31/07/2023 31/07/2023
[0} [0} [0} i H i
P SR 25 4.11% 6.73% 4.71% Dataunavailable | Dataunavailable | Dataunavailable
Profile71 > R ©
rorie 5 4.11% 6.73% 4.71% Dataunavailable | Dataunavailable | Dataunavailable
55 4.11% 6.26% 2.20% Dataunavailable | Dataunavailable | Dataunavailable

Note: the ‘default arrangement'(s) for the scheme has been selected in line with Regulation 3 of the Occupational Pension
Schemes (Charges and Governance) Regulations 2015 (amended)

Note: NRA assumed to be 65

For the arrangements where returns vary with age such as for the default strategy, returns are

shown over the scheme year for a member aged 25, 45 and 55 at the start of the period the

returns are shown.
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2. The costs that members pay during the year are paid for by deduction from benefits. This can
have a significant impact on the level of investment returns and therefore pension savings that
members build up.

3. Returns are net of the fund specific charges and factor in the transaction costs incurred by the
funds.

4. Thereturns have been provided by Aviva as of 31 July 2023.
4. Value for Members’ Assessment

From 1 October 2021, The Pensions Regulator (TPR) introduced a new regulation that smaller
defined contribution (DC) pensions schemes prepare a more rigorous value for members (VFM)
assessment.

The regulations mean trustees of DC schemes with less than £100 million in assets must compare
their scheme's costs, charges and investment returns against three other schemes. They must also
carry out a self-assessment of their scheme's governance and administration in line with seven key
metrics.

The Trustees are required to assess the extent to which the Scheme delivers value for members
across three main areas:

Assessment area Type of Assessment

Costs and charges Comparative assessment against three larger DC arrangements,
considering the level of ongoing member-borne charges and
transaction costs.

Net investment performance Comparative assessment against three larger DC arrangements,
considering investment performance net of allmember-borne costs

and charges.

Governance and administration Standalone assessment of the Scheme's governance and
administration arrangements, covering: core financial transactions;
record keeping; default investment strategy; investment governance;

Trustee knowledge and understanding; member communications; and

management of conflicts oninterest.

The Trustees carried out a value for members assessment as at 31 July 2023. The conclusions of
this assessment are set out in the table below:

Assessment area Conclusion

Costs and charges The Trustees have assessed the scheme as offering reasonable value
from a costs and charges perspective. At a high level, the Scheme's
charges do not appear as competitive as the comparator

arrangements. However, some comparator arrangements apply
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additional charges not reflected in the analysis and due to the
Scheme's bespoke investment solutions, it is not possible to conduct
a true 'like-for-like' assessment.

Net investment performance The Trustees have assessed the Scheme as offering good value from
a netinvestment performance perspective. The default arrangement
has performed in line with or ahead of those of the three comparator
schemes. Performance of the popular self -select funds has been
more mixed in comparison, On balance, we consider the investment

performance to deliver good value.

Governance and administration The Trustees have assessed the Scheme as offering good value from
a governance and administration perspective. The arrangementsin
place ensure the well running of the Scheme.

Overall Overall, considering the three areas set out above, the Trustees have
assessed the Scheme as offering good value for members.

The Trustees are working to move the members' investments to
Aviva's standard investment options and will assess whether this will
enhance the value members receive in respect of costs and charges,
and take further steps if necessary.

When considering the report on Value for Members the Trustees bear in mind areas in which there
may be scope for improvement despite the overall good rating. These areas are reviewed and any
actions identified are managed via the Scheme's overall Operating Plan. During the coming year, the
Trustees will consider the following areas identified in the report for the year ended 31 July 2023:

e Dataquality and improvements to data scores

e Member feedback provided to Trustees.

The Trustees continue to keep value for members under review and will report again following the
end of the current Scheme year.

Life Assurance: The Scheme provides members with life assurance cover of 6x salary in addition to

the death benefits provided under the Scheme Rules at no additional cost.
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5. Trustee Knowledge and Understanding (TKU)

The Scheme is run by a Board of Trustees who must act in the best interests of members and ensure
that the Scheme meets regulatory governance standards, complies with the law affecting pensions and
meets the requirements laid out in the Scheme Rules and associated documentation. The Board of
Trustees currently comprises an independent Chair, two employer nominated Trustees, two member
nominated Trustees and is assisted by The Secretary to the Scheme. All Trustees served throughout

the Scheme year and there is a range of experience amongst Board members.

The member nominated Trustees are appointed through a documented recruitment process which
ensures that candidates meet the required standards and are fit and proper to undertake the duties of
a Trustee. Employer nominated Trustees are selected due to their aptitude, experience, and knowledge
they will bring to the running of the Scheme. There is a robust documented Conflicts of Interest Policy
in place to ensure that the Scheme is governed independently at all times. Each Trustee has a
documented induction providing them with the information needed to take up the role through a mix
of meetings with the Secretary to the Trustees / Secretariat, online training, emails, signposting to
websites etc. New Trustees are also provided with copies of Scheme documents such as the Rules,

Operating Plan, Risk Register and Statement of Investment Principles etc.

The Scheme's Trustees are required to maintain adequate knowledge and understanding that allows
them to exercise their duties, taking into account the complexity of the Scheme. The requirements are
a combination of statutory provisions, codes of practice, guidance and common law principles. Having
adequate knowledge means that the Trustees are able to manage the Scheme with the necessary
independence, recognise when advice is needed and make decisions that have a positive effect on
member outcomes. The Trustees and their advisers regularly consider training requirements in order
to identify any new requirements or address any knowledge gaps. The Trustees regularly assess their
individual and group training requirements through the completion of self-assessment questionnaires.

Training is delivered in a variety of ways on a regular basis through the year, these include:

e Delivery during quarterly Board Meetings;

e Stand-alone training sessions

e Monthly news and training update email

e Attendingwebinars

e Completingthe Trustee Toolkit and other online content published by The Pensions Regulator.

Individual training undertaken is captured in a training log. Examples of training completed during the
year are:

e Training sessions on the Pensions Regulator's General Code of Practice. Five training sessions
have been delivered throughout the year and attended by all Trustees
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e The Pension Regulator's Trustee Toolkit (by three board members throughout the year)
e Presentation on decumulation options (16 November 2022, all Board members)

o Default Investment Strategies (19 October 2022, all Board members)

e  Turbulent Market conditions (Individual training)

e Pensions Dashboards (Individual training)

o Deemed Defaults (18 April 2023, all Board members)

The Trustee Board has a Governance Sub-Committee and a Discretions’ Panel. In the case of the
Discretions' Panel, this has been set up to decide on matters where knowledge of the Rules needs to be
applied to a particular situation, for example in relation to the death of a Scheme member where the
distribution of the correct beneficiary benefits needs to be agreed.

The Governance Sub-Committee is responsible for maintaining the annual Scheme Operating Plan,
reviewing all scheme policy, and governing documents on a regular basis, advising the Board where
changes may need to be made, for example where regulation or legislation has changed and needs to
be reflected in the Scheme documents or practice. This work demonstrates the level of knowledge held
by the Trustees and application of that knowledge in the day to day running of the Scheme. Some
examples of the evidence of where the Trustees have demonstrated their skills and knowledge are

summarised in the following table:
Requirement Relevant Discussion Date

Demonstrate a working Trustees have exercised discretion 7 February 2023
knowledge of the trust deed and regarding the death of 1 member of the
rules Scheme who died during the current

scheme year.

The Trustees have appointed legal
advisers they can consult should any
ambiguities arise or decisions over the
interpretation of the Rules

Demonstrate a working Trustees conducted a review of the ESG 9 February 2023
knowledge of the current SIP Policy documented in the SIP

Trustees discussed actions arising from
the latest review of the SIP

The Trustees have appointed qualified
investment advisers that provide guidance

for SIP reviews and updates.

The Trustees completed their annual

Implementation Statement which sets out
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how the policies in the SIP had been
followed over the course of the previous
year. The Trustees are currently
undertaking their latest Implementation
Statement updates to cover the period
from 1 August 2022 - 31 July 2023. The
final Implementation Statements are
published on
https://vfm.aviva.co.uk/university-of-

reading/

Demonstrate a working
knowledge of alldocuments
setting out the Trustees' current

policies

The Governance Sub-Committee
reviewed the Terms of Reference and
obtained approval for the changes from
the Board of Trustees. The Trustees all
have fullaccess, oversight and knowledge
of their policies. Policies include, but are not

limited to the following:

Conflicts ofinterest policy

Risk policies

Training policy and self-assessment
Terms of Reference for Governance
Committee and Discretions Panel

e CMAobjectives forinvestment
advisers

The Trustees reviewed the Scheme's
Communications Strategy. At the Trustee
meetings and governance committee
meetings, which were held over the year,
advisers reported on forthcoming changes
toregulations, their potential impact on the
Scheme and the actions required to ensure
compliance. In doing so, the Trustees
remained informed about changes to
pension and trust laws and their dutiesin
relation to those laws.

The Trustee appoints legal advisers. The
Trustees consults with their legal advisers
as and when queries arise. Having the legal

advisers to consult with helps the Trustees

15 June 2023 & 13 July
2023

15 June 2023
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remain conversant with important powers

and duties set out in pension and trust law.

Demonstrate sufficient
knowledge and understanding of
the law relating to pensions and
trusts

The Trustees received training on The
Pension Regulator's General Code of
Practice to ensure compliance onceitis

enacted

16 December 2022
18 January 2023
20 February 2023
22 March 2023

1 June 2023

Demonstrate sufficient
knowledge and understanding of
the relevant principles relating to
the funding and investment of

occupational schemes

The Trustees completed a review of the
Investment Strategy and made the

decision to change the current strategy.

The Trustee appoints aninvestment
consultant who advises on the relevant
principles relating to the DC investment

and funding of the Scheme.

13 July 2023

Demonstrate that their
combined knowledge and
understanding, together with
available advice, enables them to

properly exercise their functions.

The Trustees completed a review of
recommendations from the Value for
Members' Report

The Trustees approved the annual Risk
Register

The Trustees appoint qualified advisers
including the DC consultants, investment
advisers, legal advisers and professional
administrators. These advisers regularly

attend meetings and keep the Trustees up
to date with any relevant training and assist

themin exercising the functions properly.

7 February 2023

23 November 2022

Where there has been any ambiguity involving decisions relating to the Scheme Rules, the Trustees
would have taken independent legal advice as part of the decision-making process. Legal advice has
been sought as part of the exercise to review the Trustees' Powers, Discretions and Delegations'

document.

The Trustees assess their knowledge, understanding and skills on an annual basis in an Effectiveness
Review, to help them identify strengths and weaknesses and address those weaknesses in a training
plan. A review was completed during the Scheme year which had identified two areas for potential
future training, these being Diversity, Equality and Inclusion and llliquid Assets. The Trustees will have

scheduled training in these topics.
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Considering the various activities described, and the appointment of the Scheme's professional
advisers, who provide additional expert support, as the Chair | expect that the Trustees meet the
necessary knowledge and understanding requirements and are able to properly exercise their
functions as Trustees of the Scheme.

The Trustees are always happy to hear from members and use any comments or feedback when
considering future interactions with the administrators or other Scheme developments. If you would
like to provide us with any feedback please email pensions@reading.ac.uk.

Chair's declaration

This statement has been prepared in accordance with Regulation 23 of the Occupational Pension
Schemes (Scheme Administration) Regulations 1996 as amended by the Occupational Pension
Schemes (Charges and Governance) 2015 (together 'the Regulations’) and | confirm that the above
statement has been produced by the Trustees to the best of my knowledge.

Signed by the Chair on behalf of the Trustees of the Scheme

Y ) \'\\.
Print name: J AMOWN Date: 21 February 2024

Monday 26 February 2024 Page 21


mailto:pensions@reading.ac.uk

Chair's Statement

Further Information

Any queries about your individual pension entitlement or the Scheme in general should be directed to
The Pensions Office in the first instance:

The Pensions Office
Room 110
Whiteknights House
PO Box 217
Reading

RG6 6AH

pensions@reading.ac.uk

However, if you would like to direct any questions to the Trustees, please contact the Secretary to the
Trustees:

Mrs HBurnell

The Pensions Office

The University of Reading
PO Box 217
Whiteknights

Reading

RG6 6AH

h.burnell@reading.ac.uk

Website: www.reading.ac.uk
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1. Introduction

1.1, This Statement of Investment Principles ("the Statement”) has been prepared by the Trustees of the
University of Reading Pension Schema (“the Trustees”) and relates te the defined contributien (DC) benefits
provided through the University of Reading Pension Scheme (“the Scheme) ). The Statement sets down the
principles which govern the decisions about the investments that enzble the Scheme to meet the
reguirements of:

# the Pensions Act 1995, as amended by the Pensions Act 2004; and

= the Occupational Pension Schemes (Investment) Regulations 2005 as amended by the Cccupational
Pension Schemes (Investment) (Amendment) Regulations 2070 and the Occupational Pension Schemes
{Charges and Governance) Regulations 2015.

=« the Occupational Pension Schemes (Investment and Disclosure) (Amendment and Modification)
Regulaticns 2018

= the Occupaticnal Pension Schemes (Investment and Disclosure) (Amendment} Regulaticns 2019,

1.2, In preparing this statement the Trustees have consulted the University of Reading, the Principal Employer,
and obtained advice from Bamett Waddingham LLP, the Trustees' investment consultants. Barnett
Waddingham is authorised and regulated by the Financial Conduct Autherity and licensed by the Institute
and Faculty of Actuaries for a range of investment business activities.

1.3, This statement has been prepared with regard to the 2001 Myners review of institutional investment
{(including subsequent updates).

14.  The Trustees will review this Statement at least every three years or if there is a significant change in any
of the areas covered by the Statement or the demographic profile of members,

1.5.  The investment powers of the Trustees are set out in Clause 17 of the Definitive Trust Dead and Rules,
dated 14 July 2011. This statement is consistent with those powers.

2. Choosing investments

2.1, The Trustees carefully consider thair Investment Objectives, shown in Appendix 1, when designing the
range of investment options to offer to Scheme members. The Trustees alsc acknowledge that members
will have different attitudes to risk and different aims for accessing their retirement savings — and therefore,
whilst seeking good member outcomes net of fees, they also consider the level of risk that is appropriate
based on the anticipated needs of the membership profile of the Scheme.

2.2, The Trustees’ policy is to set the cverall investment objectives (as outlined at the beginning of Appendix 1)
and then monitor the performance of their investment managers against those objectives, The Trustees’
policy is to offer a default investment arrangement suitable for the Scheme's membership profile plus a
core range of investment strategies and funds into which members can choose ta invest their contributions
and those contributions made by the employer. Details of these are given in Appendix 1. In daing so, the
Trustees consider the advice of their professional advisers, whom they consider to be suitably qualified and
experienced for this role.

2.3. The day-to-day management of the Scheme's assets is delegated to Aviva. The Scheme's investment
managers as selected by the Trustees are detailed in Appendix 1 to this Statement. The investment

n | Urniversity of Reading Persion Scherre | Stezerremtof nuvestrent Prrciples | "4 February z0z2
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managers are autherised and regulated by the Financial Conduct Authority, and are responsible for stock
selection and the exercise of vating rights.

2.4. The Trustees review the appropriatenass of the Scheme's investment strategy on an ongeing basis. This
review includes consideration of the continued competence of Aviva and the investment managers with
respect to their performance within any guidelines set. The Trustees will also consult the employer before
amending the investment strategy.

3. Investment objectives

31, The Trustees have discussed and agreed key investment objectives in light of an analysis of the Scheme's
membership profile as well as the constraints the Trustees face in achieving these objectives. These are set
out in Appendix 1.

4. Kinds of investments to be held

4.1.  The Scheme is permitted to invest in a wide range of assets including equities, bonds, cash, property and
alternatives.

5. The balance between different kinds of investments

5.1.  Members can choose to invest in any of the funds detailed in Appendix 1 or can elect to invest in a lifestyle
strategy. Where members do not choose where their contributions, and those made on their behalf by the
employer, are invested, the Trustees will invest these contributions accerding to the default investment
strategy set out in Appendix 1.

5.2, The Trustees consider the merits of both active and passive management fer the various elements of the
Scheme's portfolio and may select different approaches for different asset classes.

5.3, The Trustees are aware that the appropriate balance between different kinds of investments will vary over
time and the asset allocation may change as the membership profile evolves,
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6. Risks

6.1. Risk in a defined contribution scheme lies with the members themselves. The Trustees have considered a
number of risks when designing and providing suitable investment chaices to members. A comprehensive
list of risks is set out in the Trustees’ risk register, however, the main investment risks affecting all members

dre:

Inflation risk

The risk that the investments do not provide a return at least in line with inflaticn,
thus eroding the purchasing power of the retirement savings. The Trustees make
available investment options that are expacted to provide a long-term real rate of
return.

Conversion
risk

The risk that fluctuations in the assets held, particularly in the period before
retirement savings are accessed, lead to uncertainty over the benafit amount likely
to be received. In the lifestyle arrangements made available through the Scheme
(see Appendix 1), the Trustees change the propertion and type of investments sc
that in the run up to retirement the investments gradually start to more closely
match how the Trustees expect members to access their retirement savings. The
Trustees keep under review the appropriateness of the strategies.

Retirement
income risk

The risk that a member's retirement income falls short of the amount expected,
whether this is due to lower investment returns than expected or insufficient
contributions being paid. The Trustees periodically review the appropnateness of
the investment options offered to ensure member outcomes can be maximised.

Communicaticns to members will seek to encourage them tc regularly review the
level of their contributions, but ultimately this is a risk which lies with each member.

Investment
manhager risk

The Trustees monitor the performance of Aviva and the Scheme's underlying
investment managers on a regular basis in addition to having meetings with them
from time to time as necessary. The Trustees have a written agreement with Aviva
that contains @ number of restrictions on how they operate the Scheme's
Investments.

Concentration/
Market risk

Each investment manager is expected to manage properly diversified portfolics
and to spread assets aaross 2 number of individual shares and securities.

Currency risk

The 5cheme may gain exposure to overseas currencies by investing in assets that
are dencminated in a foreign currency or via currency management.

Loss of
investment

The risk of loss of investment by the investment managers and their custodians is
assessed by the Trustees. This includes losses beyond those caused by market
movements (e.g. default risk, cperational errers or fraud). The Trustees alsc
undertake an annual review of the internal controls and processes of the
investment managers.

Isste 1.0 =Varsion |
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7. Expected return on investments

7.1.  The Trustees have regard to the relative investment raturn, net of fees, and risk that each asset class is
expected to provide. The Trustees are advised by their professional advisers on thase matters, whom they
have deemed to be appropriately gualified. However, the day-to-day selection of investments is delegated
to the investment managers.

7.2.  The Trustees recognise the need to distinguish between nominal and real retums and tc make appropriate
allowance for inflation when making decisions and comparisens,

8. Realisation of investments

8.1. The Trustees have delegated the responsibility for buying and selling investments to the investment
rnanagers.

9. Financially material considerations, non-financial
matters, the exercise of voting rights and engagement
activities

@.1.  The Trustees have set policies in relation to these matters. These policies are set cut in Appendix 2.

10. Policy on arrangements with asset managers

Incentivising alignment with the Trustees' investment polices

10.1. Pror to appointing an investment manager, the Trustees discuss the investment manager's approach to
the management of ESG and climate related risks with the Scheme’s investment consultant, and how their
policies are aligned with the Trustees’ own investment beliefs.

10.2. When appointing an investrment rmanager, in addition to considering the investment manager's investment
philcscphy, process and policies to establish how the manager intends to make the required investment
returns, the Trustees also consider how ESG and climate risk are integrated intc these. If the Trustees deem
any aspect of these policies to be out of line with their own investment objectives for the part of the
portfelic being considered, they will consider using another manager for the mandate.

10.3. The Trustees carry out a strategy review at least every three years where they assess the continuing
relevance of the strategy in the context of the Scheme’s membership and their aims, beliefs and constraints.
The Trustees meniter the investment managers’ approach te ESG and climate related risks on an annual
basis.

104. In the event that an investment manager ceases to meet the Trustees' desired aims, including the
management of ESG and climate related risks, using the approach expected of them, their appointment
will be terminated. The investment managers have been informed of this by the Scheme's investment
consultant on behalf of the Trustees..
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10.5. Investment managers' ESG policies are reviewed in the context of best industry practice and feedback will
be provided to the investment managers.

Incentivising assessments based on medium to long term, financial and non-financial
considerations

10.6. The Trustees are mindful that the impact of ESG and climate change has a long-term nature. However, the
Trustees recogrise that the potential for change in value as a result of ESG and climate risk may occur over
a much shorter term than climate change itself. The Trustees acknowledge this in their investment
management arrangements.

10.7. When considering the management of objectives for investmeant managers (including ESG and climate risk
objectives), and then assessing their effectiveness and performance, the Trustees assess these over a rolling
timeframe. The Trustees believe the use of rolling timeframes, typically 3 to 5 years, is consistent with
ensuring the investment managers make dedsions based on an appropriate time horizon. Where a fund
may have an absolute return or shorter term target, this is generally supplementary to a longer term
performance target. In the case of assets that are actively managed, the Trustees expect this longer term
perfermance target to be sufficient to ensure an appropriate alignment of interests.

10.8. The Trustees expect investment managers to be voting and engaging on behazlf of the Scheme’s holdings
and the Scheme meniters this activity within the Implementation Statement in the Scheme's Annual Report
and Accounts. The Trustees do not expect ESG considerations to be disregarded by the investment
managers in an effort to achieve any shert term targets.

Method and time horizon for assessing performance

10.9. The Trustees monitor the performance of their investment managers over medium to long term periods
that are consistent with the Trustees’ investment aims, beliefs and constraints.

10.10. The Scheme invests exclusively in pocled funds. The investment managers are remunerated by the Trustees
based on the assets they manage cn behalf of the Trustees. As the funds grow, due to successful
investment by the investment managers, they receive more and as values fall they receive less.

18.11.The Trustees believe that this fee structure enables the investment managers to focus on long-term
performance without worrying about short term dips in performance significantly affecting their revenue.

10.12. The Trustees ask the Scheme's investment consultant to assess if the asset management fee is in line with
the market when the manager is selectad, and the appropriateness of the annual management charges are
considered regularly as part of the review of the Statement of Investment Principles.

Portfolio turnover costs

10.13. The Trustees acknowledge that pertfelio turncver costs can impact on the performance of their
investments. Overall performance is assessed as part of the guartery investment monitoring process.

10.14. During the investment manager appecintment process, the Trustees may consider both past and anticipated
portfolic turnover levels. When underperformance is identified, deviations from the expected level of
turnover may be investigated with the investment manager concerned if it is felt they may have been a
significant contributor to the underperformance.  Assessments reflect the market conditions and peer
group practices.
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10.15.

10.16.

11.

12.

12.1.

Duration of arrangement with asset managers

For the open-ended pooled funds in which the Scheme invests, there are no predetermined terms of
agreement with the investment managers.

The suitability of the Scheme's asset allocation and its ongoing alignment with the Trustees’ investment
beliefs is assessed every three years, or when changes deem it appropriate to do so more frequently. As
part of this review the ongoing appropriateness of the investment managers, and the specific funds used,
is assessed.

Monitoring

. Investment Performance: The Trustees review the performance of each investment option offered

through the Scheme against the stated performance objective and, in doing this, the Trustees receive a
performance monitoring report on a regular basis. This monitoring takes into account both short-term
and long-term performance. The investment managers' overall suitability for each mandate will be
monitored as frequently as the Trustees consider appropriate in light of both its performance and other
prevailing circumstances.

. Dbjectives: The Trustees monitor the suitability of the objectives for the Scheme (as detailed in Appendix

1) and performance (net of fees) against these objectives at least every three years and also when there is
any significant change in the investment policy, underlying economic conditions or the profile of the
members.

Investment Choices: The Trustees monitor the ongoing appropriateness of the investment choices
offered on a periodic basis.

Agreement

This Statement was agreed by the Trustees, and replaces any previous statements. Copies of this Statement
and any subsequent amendments will be made available to the employer, Aviva, the investment managers
and the Scheme auditor upon request.

SlgnedKMML“‘\\N Date:...,...‘fj.i.%..f. 2

On behalf of the Trustees of the University of Reading Pension Scheme
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Appendix 1 Note on investment policy in relation to the
current Statement of Investment Principles dated
14 February 2022

1. The balance between different kinds of investment

The Trustees’ main investment cbjectives are:

« to provide a suitable default investment cption that is likaly to be suitable for a typical memnber;

= to offer an appropriate range of alternative investment options so that members who wish to make
their own investment cheoices have the freedom te do so, recognising that members may have different
needs and chjectives;

« seek to achieve good member outcomes net of fees and subject to acceptable levels of risk.

The Trustees are responsible for the design of the default investment option and for choosing which
investment options to make available to members. Members are respensible for their own choice of
investment optiens (including where the default investment option is selected for them because they have
not selected other funds).

The Trustees have made available a range of funds te suit the individual needs of the Scheme’s members.
For example, a range of equity funds is available for those members willing to accept a greater level of
volatility in pursuit of higher expected retirement savings. Bond and cash funds are also offered for those
members who are less comfortable with the likely volatility of the eguity funds.

Altematively, the Trustees have made available a lifestyle arrangement, whereby a member's assets are
automatically invested in line with a pre-determined strategy that changes as the member gets closer to
accessing their retirement savings. Emphasis is placed on medium to higher risk funds (i.e. investment
largely in growth assets) in search of long-term inflation-protected growth whilst the member is a long
way off accessing their retirement savings, switching progressively to protection assets over the years
preceding the member's target retirement date so as to protect the purchasing power of the retirement
savings. The three lifestyle cptions are:

# The Annuity Investment Programme
# The Drawdown Investment Programme

= The Cash Investment Programme

So named te target either the purchase of an annuity at retirement, the purchase of a vehicle where assets
can be steadily drawn down during retirement, or the withdrawal of cash at retiremeant.

The lifestyle arrangements are constructed from constituent funds that are also coffered to members
wanting tc manage their own asset allocation decisions.
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2. Default option

The Trustees acknowledge that members will have different attitudes te risk and different aims for
accessing their retirement savings, and so it is not possible to offer a single iInvestment cption that will be
suitable for each individual member. However, having analysed the Scheme’s membership profile, the
Trustees decided that the lifestyle arrangement set out below represents a suitable default investment
option for the majority of membears whe do not make a choice about how their contributions (and those
made on their behalf by the employer) are invested. The aims, objectives and palicies relating to the default

opticn are intended to ensure that assets are invested in the best interests of relevant members and their
beneficiarias.

Annuity Investment Programme

00

w FL My BlackRock (30:70)
JD Currency Hadged Global Equity
70 Index tAguila C) Fund
G0 ] .
o B LG Diversified Fund
40
ag B . GIM Pre-Retirement Bond Fund
20
0 B BlackRock Institutional Sterling
0 Liguidity Fund
10+ 2 B 7 ) 3 4 1l 2 1 ]

Years to retirement

=

Target % invested in fund

Source: Aviva Friends Life

3. Alternative investment options

Acknowledging the challenge of identifying the best solutien for different groups of members, and in
focusing on its key objective, the Trustees have focused on the default strategy. Alongside the default
investment option, the Trustees also make available two further lifestyle options as set out belowr:
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Drawdown Investment Programme

o Eg FL MyM BlackRock (30:70) Currency

E 80 Hedged Global Equity Index (Aguila C) Fund
E 7

2 ag Il FL MyM LGIM Diversified Fund

E o B FL MyM Legal & General (PMC)

e 3 Pra-Retirement Fund

£ 3

% 212 B FL MyM BlackRock Institutional
fu 0 Sterling Liguidity Fund

0+ 9 8 7 6 5 4 3 2 1 IPED

Years to retirement

Cash Investment Programme

=z ng FL MyM BlackRock (30:70) Currency

2 80 Hedged Global Equity Index (Aquila C) Fund
c

7 & ' B FL MyM LGIM Diversified Fund

w

% ig B FL MyM Legal & General (PMC)

2 30 Pre-Retirement Fund

% 218 B FL MyM BlackRock Institutional
= 0 Sterling Liguidity Fund

10+ 9 B 7 6 5 4 3 2 1 IPED

Years to retirement
Seurce: Aviva Friends Life
Members can also self-select individual funds to invest in. These consist of the constituent funds of the
lifestyle programmes as well as two further funds, details of which are set out in the next saction.
4. Choosing investments

The Trustees have appointed Aviva to carry out the day-to-day investment of the Scheme. The Trustees
selected funds managed by the following investment managers:

+  BlackRock;
= legal & General Investment Management ("LGIM"} and;
«  HSBC.

Aviva and the investment managers are authorised and regulated by the Financial Cenduct Authority.

The investment benchmarks and objectives for each fund are given below:
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Investment

Fund Benchmark Objective
manager
BlackRock Aquila Life (3070} 30% FT5E All-share Index,  To track the benchmark
Currency Hedged 60% Developed Overseas
Glabal Equity Index Equities, 10% Emerging
Market Equities
Aquila Life Over 5 FTSE LK Gilts Index- To track the benchmark
Yaars Index-Linkad Linkad Over 5 Years Index
Gilts Index
Instituticnal Sterling 7 Day LIBID To track the benchmark
Liquidity Fund
LGIM Diversified Fund 50% FTSE World Total To provide long-term
Retum Index, 50% FTSE investment growth
World Total Return Indax
(GBP hedged}
{PMC} Pre-Retirement FTSE UK Level Adjusted To reflect the investments
Fund Annuity Index Series underlying a level annuity
product
HSBC Islamic Global Equity Dovwr Jones Islamic Market  To track the benchmark
Index Titans 100 Index

The performance of the investment managers will be monitored as frequently as the Trustees consider
appropriate in light of the prevailing circumstances. The monitering takes into account both shart-term
and long-term performance.
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5. Fee agreements

The fee arrangements with the investment managers are summarised below:

Investment Annual Management Charge
Fund

manager (% p.al)

BlackRock Aquila Life (30:70) Currency Hedged 0.53% (AMC)

Global Equity Index

Aquila Life Over & Years Index-Linked Gilts  0.52% (AMC)

Index
Institutional Sterling Liquidity Fund 0.52% (AMC)
LGIM Diversified Fund 0.70% (AMC)
{(PMC) Pre-Retirement Fund 0.58% (AMC}
HSBC Islamic Global Equity Index 0.52% (AMC) and 0.30%

(Additicnal charges)

The Trustees review these charges periodically as part of the Value for Money assessments.
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Appendix 2 Financially material considerations, non-
financially material considerations, the exercise of
voting rights and engagement activities

1. Financially Material Considerations

The Trustees view Environmental, Social and Governance (ESG} factors, including climate change, as potentially
financially material. The Trustees believe that the financial materiality of ESG factors may vary between asset
classes. The Trustees’ views cn ESG integration within each asset class are outlined below:

[ - the Trustees accept that when investing passively in equity index tracker funds that investment
managers cannot screen stocks. The Trustees de believe that positive engagement on ESG issues can lead to
improved risk-adjusted returns. Therefore, the Trustees look to the passive equity managers to engage positively
with companies regarding ESG factors.

: — the Trustees do net believe there is scope for ESG issues to improve risk-adjusted returns within
the Scheme’s cash fund holdings.

— the Trustees believe that ESG issues will be financially material to the risk-
adjusted returns achleved by the Scheme’s multi-asset fund and credit managers given these funds have a degree
of active management and some scope to select stocks by ESG factors. The investment process for each multi-
asset fund manager should take ESG into account in the selection, retention and realisation of investments.
Further to this, the process for incorporating ESG issues should be consistent with, and proportionate to, the rest
of the investment process.

The Trustees are aware of the different investment timeframes that members will have. Further to this, the Trustees
believe that ESG issues, and particularly dimate change, will be more material for members who are further from
retirement, Therefore, within the Scheme's default investment strategy, the Trustees consider the financial
materiality of ESG, including climate change. over vanous timeframes and will consider changes in relaticn te this
as part of their periodic invastrment reviews.

Before considering any new mandate, the Trustees will consider whether the manager is a signatary to the United
Nations supported Principles for Respensible Investment (PRI}. At time of writing, Aviva and all of the Scheme’s
underlying investment managers are PRI signatories.

The Trustees will take advice on ESG from their advisers and report on ESG at least annually, making this available
ta members.

The Trustees take ESG factors into account in the selection, retention and realisation of investments as follows:

Selection of investments: assess the investment managers' ESG integration credentials and capabilities,
including stewardship, as a routine part of requests for information/propesals as well as through other regular
reporting channels.

Retention of investments: Developing a robust monitoring process in order to monitor ESG considerations on
an ongeing basis by regularly seeking information on the responsible investing policies and practices of the
investment managers.
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Realisation of investments: The Trustees will request informaticn from investment managers about how ESG
considerations are taken into accourt in decisions to realise investments,

The Trustees will continue to monitor and assess ESG factors, and risks and opportunities arising from them, as
follows:

& The Trustees will obtain regular training on ESG considerations in order to understand fully how ESG
factors including climate change could impact the Scheme and its investments;

s« As part of engeing monitoring of the Scheme's investment managers, the Trustees will use any ESG
ratings information available within the pensions industry or provided by its investment consultant, to
assess how the Scheme's investment managers take account of ESG issues; and

#  Through their investment consultant the Trustees will request that all of the Scheme's investment
managers provide information about their ESG policies, and details of how they integrate ESG into their
investment processes cn an annual basis.

2. Non-financially material considerations

The Trustees dc not make specific allowance fer non-financial matters (such as member athical views) within
the investment strategy. However, the Trustees consider that it is important to ensure that a suitable range of
funds are offered for members who wish to express an ethical preference in their pension saving and review
these provisions from time to time.

3. The exercise of voting rights

Stewardship encompasses the exercise of nghts (including veting rights} attaching to the Scheme's investments,
and the engagement by and with investment managers. The Trustees delegate respansibility for stewardship
activities attaching to the Scheme's investments to its investment managers. Managers are expected to exercise
voting powers with the objective of preserving and enhancing long term shareholder value. In addition to the
exercise of voting rights, managers are expected to engage with key stakehclders (which may include issuers of
debt ar equity, corporate management, regulators and governance bodies) relating to their investments in
order toc improve corparate behaviours and governance, improve performance and sodial and enviranmental
impact and to mitigate finandal ricks.

The Trustees periodically review engagement activity undertaken by their investment managers to ensure that
the policies outlined above are being met and may explore these issues with its investment managers as part of
the ongeoing monitering of the ESG integration and stewardship activities of its investment managers.

Investment managers will be asked to provide details of their stewardship pelicy and engagement activities on at
least an annual basis. The Trustees will, with input from their investment consultant, manitar and review the
infarmation provided by the investment managers. Where possible and appraopriate, the Trustees will engage
with their investrent managers for more information and ask them to confirm that their policies comply with the
principles set out in the Financial Reperting Council's UK Stewardship Code which the Trustees are supportive of.

4. Engagement activities

The Trustees acknowledge the importance of ESG and dimate risk within their investment framework. When
delegating investment decision making te their investment managers they provide their investment managers
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with a benchmark they expect the investment managers to either follow or outperform. The investment managers
have discretion over where in an investee company's capital structure it invests (subject to the restrictions of the
mandate}, whether directly or as an asset within a2 pooled fund,

The Trustees are of the belief that ESG and climate risk considerations extend cover the entirety of a company's
corporate structure and activities, i.e. that they apply to equity, credit and property instruments or holdings. The
Trustees also recagnise that ESG and dimate related issues are constantly evolving and along with them so toa
are the praducts available within the investrment management industry to help manage these risks.

The Trustees consider it to be a part of their investment managers” roles to assess and monitor developments in
the capital structure for each of the companies in which the managers invest on behalf of the Scheme or as part
of the pocled fund in which the Scheme holds units.

The Trustees also consider it to be part of their investment managers’ roles to assess and meritor how the
companies inwhich they are invasting are managing developments in ESG related issues, and in particular climate
risk, across the relevant parts of the capital structure for each of the companies in which the managers invest on
behalf of the Schema.

Should an investment manager be failing in these respects, this should be captured in the Scheme's regular
perfermance menitoring.

It is not passible for the Scheme’s investment managers to invest in the Principal Employer's business.

Through their consultaticn with the Principal Employer when setting this Statement of Investment Principles, the
Trusteas have made the Princdipal Employer awarea of their policy on ESG and climate related risks, how they intend
to manage them and the impartance that the pensions industry as a whele, and its regulators, place en them.

The Scheme'’s investment censultant is independent and no arm of their business provides asset management
services. This, and their FCA Regulated status, makes the Trustees confident that the investment manager
recommendations they make are free from conflict of interest.

The Trustees expect all investment managers to have a conflict of interest policy in relaticn te their engagement
and ongoing operations. In doing so the Trustees believe they have managed the potential for conflicts of interest
in the appointment of the investment managers and conflicts of interest between the Trustees/investment
managers and the investee companies.

In selecting and reviewing their investment managers, where appropriate, the Trustees will consider investment
managers’ policies on engagement and how these policies have been implemented.
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