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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report

This report relates to the operation of The University of Warwick Pension Scheme (“the Scheme”) during
the year ended 31 March 2020. The Investment Report on pages 13 to 17 forms part of this report.

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

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

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

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

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

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

Professor Emeritus Stuart Beaumont Palmer Employer 24/05/2010
Professor Saul Domenico Jacka Employer 07/05/2015
Mr James McMeehan Roberts Employer 23/10/2014
Mr Quentin Compton-Bishop Members 19/10/2016
Mr James Hunt Employer 26/06/2017
Ms Jennifer Elizabeth Davies Members 13/03/2019

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

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

The Trustee has delegated the day-to-day management and operation of the Scheme's affairs to
professional organisations
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report (Cont)

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

Scheme Actuary
Advising Actuaries

Administrators

Auditor

Bankers

Custodian
Investment Advisors

Investment Fund Managers

Legal Advisers
Secretary to the Trustee

Pension Manager

Lloyd Cleaver FIA
Willis Towers Watson

Barnett Waddingham LLP (DB Section)
Zurich Assurance Limited (DC Section)

KPMG LLP

National Westminster Bank plc

State Street Bank and Trust Company
Willis Towers Watson

AQR Capital Management LLC (to December 2019)
BlackRock Advisers (UK)

Capstone Asset Management (from February 2020)
First State Investments UK Ltd (from January 2020)
Fulcrum Asset Management (to December 2019)
Insight Investment

Legal and General Investment Management
Magnetar Capital LLC (to December 2019)
JPMorgan Asset Management (UK) Limited
Nephilia Capital

Putnam Investments (to December 2019)

Sankaty Advisers LLC (to May 2019)

State Street Global Advisors

TCW Securitized Opportunities (Cayman) L.P.
Towers Watson Investment Management Ltd (from November 2019)
Wadhwani Asset Management (to October 2019)
Wellington Management

Zurich Assurance Limited (DC Sections)

Prudential (AVCs)

Sackers
Joseph Devlin

Joseph Devlin

There have been no other matters relating to Scheme advisers during the Scheme year under review.
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report (Cont)

There have been no changes to the Scheme Rules during the year under review.

The name and address of the Principal Employer is as follows:
The University of Warwick, Coventry, CV4 7AL

The following Employers, all of which are associated in business with the Principal Employer, have also
participated in the Scheme during the year under review:

The University of Warwick Science Park Limited
Warwick University Enterprises Limited (Enterprise DC Section only)

During the year the value of the net assets increased by £17,825,193 to £252,749,442 as at 31 March
2020. The increase comprised net withdrawals from dealings with members of £168,686 together with
a net increase from the return on investments of £17,825,193.

The financial statements on pages 22 to 38 have been prepared and audited in accordance with
regulations made under sections 41(1) and (6) of the Pensions Act 1995.

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee's Report (Cont)

Active members 485
adjustments 29
left (preserved pensioners) (25)
died 4)
retired (46)
439
Preserved pensioners 912
adjustments (10)
new 25
transferred out (2)
retired (33)
commuted pension 4)
888
Pensioners and dependants 1,015
adjustments 4
new 79
new dependants 11
commuted pension (22)
died (32)
1055
Grand total members 2,412 2,382

Included within the pensioners and dependants are 129 (2019: 129) pensions paid from annuities held
in the name of the Trustee.

Adjustments relate to late notifications and a data cleanse on the active and preserved membership.

Active members 1,966 2,247
Preserved pensioners 1,006 1,484
Grand total members 2,972 3,731

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report (Cont)

Pensions in payment were increased during the period as follows:

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

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

e That part of the pension appropriate to service between 6 April 1999 and 5 April 2006 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 5%,
therefore 2.5%.

e That part of the pension appropriate to service between 6 April 2006 and 31 March 2010 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 3%,
therefore 2.5%.

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

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

Subsequent to the Scheme’s year-end, there has been significant volatility in markets as a result of the
Coronavirus (COVID-19) pandemic. The Trustee considers the outbreak to be a non-adjusting post net
asset statement event and as the situation is fluid and unpredictable, an estimate of the precise financial
effect is not possible at the date of issue of the financial statements. The Trustee is monitoring the
situation closely and liaising regularly with its investment adviser to consider any necessary actions to
respond to the emerging issues.

The Trustee believes the Scheme's investment strategy is already significantly de-risked and does not
expect there to have been a material change to the Scheme's funding position as a result of COVID-19.
The funding level of the Scheme is kept under review by the Scheme’s investment advisers and Scheme
Actuary.

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

The Trustee of the Scheme is aware that the issue will affect the Scheme and will be considering this at
a future meeting and decisions will be made as to the next steps. As noted on page 11, the total impact
on the Scheme’s actuarial liabilities has been estimated at 0.25% of the total liabilities of the Scheme
(excluding the expenses reserve).

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

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report (Cont)

On 25 May 2018 the Data Protection Act 1998 was replaced by the General Data Protection Regulation
(GDPR) and the Data Protection Act 2018. The GDPR and the 2018 Act introduced some significant
changes, including new contractual obligations, enhanced reporting obligations and tougher
enforcement and / or sanctions for non-compliance.

Under the new regulations, pension scheme trustees continue to be classed as data controllers, with
legal responsibility for compliance falling to them. Scheme Actuaries are also classed as data controllers
(jointly with the trustees) in accordance with guidance issued by the Actuarial Profession. Barnett
Waddingham LLP act as a data processer as the administrators of the Scheme. The Trustee has worked
with its advisers to receive relevant training, and continues to do so to ensure continued compliance
with data protection legislation.

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

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

httpo://www.thepensionsregulator.gov.uk/guidance/guidance-record-keeping.aspx

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

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

Telephone: 0333 1111 222

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

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

Pensions Administration
HR Department
University House
University of Warwick
Coventry

Cv4 8UwW

Alternatively you may contact the team online at: hr.pensions@warwick.ac.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee’s Report (Cont)

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

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

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

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

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

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

e making available each year, commonly in the form of a Trustee’s annual report, information about
the Scheme prescribed by pensions legislation, which it should ensure is consistent with the
financial statements it accompanies.

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

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020
The Trustee’s Report (Cont)
' iabiliti

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

The most recent full actuarial valuation of the Defined Benefit section of the Scheme was carried out as
at 31 March 2019. The table below shows the results of this valuation.

Valuation date 31 March 2019

£m

Value of technical provisions (Em) 240.3
Value of assets available to meet technical provisions (£m) 2217
Assets as a percentage of technical provisions 92%

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

Method

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

Significant actuarial assumptions

The principal assumptions that were used for the actuarial valuation as at 31 March 2019 are set out
below. The assumptions as at 31 March 2019 were derived having regard to the agreed Statement of
Funding Principles dated 5 June 2020 and market conditions at 31 March 2019.

All assumptions have been derived with reference to the full gilt yield curve and implied inflation curve,
from the Willis Towers Watson Investment Model. Detailed in the table below are the single equivalent
financial assumptions. These represent the equivalent single assumptions which taken in isolation would
produce the same liability figure as that derived from using the full curves for each respective financial
assumption.

www barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020
The Trustee’s Report (Cont)
i

Assumed future rate of: 31 March 2019

% pa

Discount rates:

- Short term discount rate 2.50
- Long term discount rate 1.70
- Initial time horizon 10 years
Salary increases: 2.55

Deferred increases on pension in excess of GMP *:

- Pre6.4.09 2.55
- Post 54.09 2.50
Pension increases in payment:

- Pre 6.4.97 (inc. GMP) (fixed 3%) 3.00
- Post 5.4.97, pre 6.4.99 (RPI, min 3%, max 5%) 3.85
- Post 5.4.99, pre 6.4.06 (RPI, max 5%) 3.15
- Post 5.4.06, pre 1.4.10 (RPI, max 3%) 2.30
- Post 31.3.10 (RPI, max 2.5%) 2.00

Mortality in retirement
- Base mortality tables

Male Pensioners SAPS (S3) normal tables with a
multiplier of 114%

Female Pensioners SAPS (S3) normal tables with a
multiplier of 102%

- Future improvements in longevity CMI 2018 core projections (including
core values for the extended
parameters) with a 1.5% pa long-term

trend

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

* GMP receives statutory fixed rate revaluation in deferment

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

Towers Watson Limited, a Willis Towers Watson Company

23 June 2020

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Trustee's Report (Cont)

Further disclosures required by legislation are provided in the Investment Report.

This report and the accompanying Investment Report were approved by the Trustee on

Date: ) I S okt e 9.0 DA

Signed on behalf of the Trustee:

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Investment Report

The Trustee maintains a Statement of Investment Principles (“SIP"), as required by Section 35 of the
Pensions Act 1995, and a copy of the statement is available on request. This outlines the Scheme’s
investment governance structure and asset allocation strategy.

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

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

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

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

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

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

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

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

The Trustee believes long-term sustainability to be an important and relevant issue to consider
throughout the investment process. In particular the Trustee recognises that:

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

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

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Investment Report (Cont)

The Trustee applies the principles outlined above via the selection and monitoring of the DCIO (and its
associated approach to ESG and broader sustainability issues). In particular, the Trustee has delegated:

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

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

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

Further information on this can be found in the Scheme’s SIP.

The asset allocation at the beginning and end of this accounting year was as follows:

Global equities (Inc. Emerging) | . 98% 10.0%
Diversifying strategies 17.9% 18.0%
Global high yield 1.3% 1.0%
Loans 2.6% =
Securitised credit 4.5% 3.4%
Emerging Market Debt 3.0% 2.6%
REITs 4.8% 3.0%
Infrastructure 4.7% 3.4%
Secure Income Assets 7.2% 6.9%
Global sovereign credit** | 3.7% - - -1l
Downside risk hedging | 5 0.7%
Matching assets (including cash) 40.5% 51.0%
Total 100% 100%
Liability hedge ratio* ! €.94% c.94%

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

** The Scheme was in the process of transitioning the global sovereign credit allocation to a new manager during 31/03/20 and
therefore this allocation is reflected in the matching assets line item

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

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

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

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Investment Report (Cont)

As COVID 19 morphed into a global pandemic towards the end of the period in question, central banks
eased aggressively to provide liquidity and mitigate the demand shock. The US government announced
a $2 trillion loans and transfer package to households and businesses (c10% of US GDP). Also, the
Federal Reserve (the Fed) announced a set of liquidity and loan measures that could double the size of
its balance sheet from $4 trillion to $8 trillion (c40% of US GDP). These were short-term responses but
will likely have important long-term implications for businesses and investors.

The Bank of England reduced base rates from 0.75% to 0.25% on 11 March 2020, and then announced
a further reduction to 0.10% on 19 March, in a bid to shore up the UK economy. In the US, The Fed cut
the target range for its benchmark policy rate in July 2019 by 0.25% to 2.00-2.25% and then there was
a further rate cut to 1.75-2.00% in September 2019. The Fed again reduced rates to 1.00-1.25% on 3
March 2020, and then made a further reduction to 0.00-0.25% on 15 March, commenting that the action
was intended to help support economic activity, strong labour market conditions, and inflation returning
to the Committee's symmetric 2% objective.

Brexit uncertainty continued over the period. On 12 March 2019, the UK Parliament rejected the Brexit
deal negotiated by Prime Minister May for the second time. Parliament then went on to reject leaving
the European Union without any deal. The UK and the EU agreed to a short-term Brexit extension, until
22 May, when May'’s deal was again rejected. Theresa May stepped down after these three unsuccessful
attempts to get her Brexit deal ratified in the Parliament, with Boris Johnson announced as her successor.
On 13 December, the Conservative Party secured a parliamentary majority in the UK general election
with a strong mandate to get Brexit done.

Negotiations between the US and China continued over the period. In December 2019, China agreed
to: i) Buy $40bn worth of US agricultural products; ii) Protect US intellectual property rights; iii) Place
restrictions on forced transfer of technology from US firms; iv) Improve access of US firms to Chinese
financial services; and v) avoid RMB currency manipulation. In return, the US pledged to not place levies
on $160bn worth of additional Chinese goods and cut tariffs on $120bn worth of goods from 15% to
7.5%, but maintain a 25% tariff on $250bn worth of Chinese goods.

The US also announced tariffs on $7.5bn worth of Eurozone imports from mid-October. This followed a
WTO ruling finding that subsidies given by the EU to Airbus (a European company) were illegal and
unfair in its competition to Boeing (a US company).

Equity market returns were negative over the 12 month period, with the FTSE World Index returning
-6.0% in sterling terms. Chinese equities were the best performing region, returning -1.0% in sterling
terms. Emerging market equities lagged developed, with the FTSE Emerging Index returning -13.0% in
sterling terms.

Crude oil returned -64.2% (West Texas Intermediate Crude Oil) in sterling terms over the 12 months to
31 March 2020.

At the start of 2020, oil prices declined following the reduction in demand from China as the COVID
outbreak forced the economy to freeze. An oil price shock then occurred in March 2020, with the OPEC
oil states and Russia failing to reach an agreement to cut oil production to help balance supply and
demand - the economic impacts of COVID slowed current and expected oil demand. The situation
escalated with Saudi Arabia — the largest OPEC producer — cutting its oil selling price and increasing its
production which caused a further oil price crash.

Commercial UK property (as measured by the IPD Monthly Index) returned 0.3% over the 12 month
period.

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Investment Report (Cont)

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

Quarter +2.0
Year +8.9
3 years (annualised) +5.7

The following table provides a breakdown of returns since 1 January 2013, when the current investment
structure was put in place:

Global equities:

Global equities (including Emerging) 5.4

Alternative betas:

Diversifying Strategies 14

Alternative credit:

Global high yield' 6.3
Securitised credit? 0.1
Emerging Market Debt? -4.2

Private markets:

Infrastructure 10.6
REITs* -1.9
Secure Income Assets® 36
Credit:

Global sovereign credit® 45
Downside risk hedging

Downside risk hedging’ 145.0

Matching assets:

Matching assets (including cash) 211

Total Scheme 9.8
1 Global High Yield inception date - 01/12/2015
2 Securitised Credit inception date — 01/06/2016
3 Emerging Market Debt inception date — 30/11/2017
4 REITs inception date — 10/11/2016

5 Secure Income Assets inception date - 01/12/2018 -performance as reported by the Scheme’s performance measurer (State Street)
is lagged as at 31 December 2019.

6 Global sovereign credit inception date — 01/04/2016
7 Downside Risk Hedging inception date — 01/05/2019

www.barnett-waddingham.co.uk
RESTRICTED 16




THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

The Investment Report (Cont)
DC Section

DC Section investment returns for the last 12 months are summarised below:

UPS Balanced Growth (4.20) (4.50) 0.30
UPS Equity Growth (6.20) (6.60) 0.40
UPS Money Market 0.70 0.50 0.20
UPS Pre-Retirement 8.80 8.80 0.00
SW Money Market CS1 0.56 0.54 0.02
SW Passive Multi-Asset Il CS1/CS3 0.67 0.30 037
SW Passive Multi-Asset Il CS1 (4.06) (4.46) 0.40
SW Passive Mutti-Asset IV CS1 (7.74) (7.68) (0.06)
SW Passive Multi-Asset V CS1 (8.82) (8.67) (0.15)
SW Passive Annuity Purchase CS1 10.03 10.38 (0.35)

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

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

Summary of Contributions payable in the year

During the year, the contributions payable to the Scheme under the Schedule of Contributions were as
follows:

Employer normal contributions 1,911,899
Employer deficit contributions 1,379,107
Members’ normal contributions 514,998
Employer normal contributions 2,245,984
Members' normal contributions 1,213,641
Employer additional reserve fund 23,356

Total contributions payable under the Schedule of Contributions and

reported on by the Scheme auditor 1,288,385
During the year, the contributions not payable per the Schedule of

Contributions were as follows:

Members’ Additional Voluntary Contributions 64,400
Members’ Additional Voluntary Contributions 20,712
Total contributions reported in the financial statements 7,374,097

Signed on behalf of the Trustee:

Date: S - PJ(?*Q e \, 0, ) e
|
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Independent Auditor’s Statement about Contributions
to the Trustee of The University of Warwick Pension
Scheme

We have examined the summary of contributions payable under the Schedule of Contributions to the
University of Warwick Pension Scheme in respect of the Scheme year ended 31 March 2020 which is set
out on page 18.

In our opinion contributions for the Scheme year ended 31 March 2020 as reported in the summary of
contributions and payable under the Schedule of Contributions have in all material respects been paid
at least in accordance with the Schedule of Contributions certified by the Actuary on 1 February 2018.

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

As explained more fully in the Statement of Trustee's Responsibilities set out on page 18, the Scheme's
Trustee is responsible for ensuring that there is prepared, maintained and from time to time revised a
Schedule of Contributions showing the rates and due dates of certain contributions payable towards
the Scheme by or on behalf of the employer and the active members of the Scheme. The Trustee is also
responsible for keeping records in respect of contributions received in respect of the Scheme and for
monitoring whether contributions are made to the Scheme by the employer in accordance with the
Schedule of Contributions.

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

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

Iryndeep Kaur-Delay Date: 25 September 2020
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill

Snowhill Queensway

Birmingham

B4 6GH
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

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

We have audited the financial statements of The University of Warwick Pension Scheme (“the Scheme”)
for the year ended 31 March 2020 which comprise the Fund Account and the Statement of Net Assets
(available for benefits) and related notes, including the accounting policies in note 3.

In our opinion the financial statements:

e show a true and fair view of the financial transactions of the Scheme during the Scheme year
ended 31 March 2020 and of the amount and disposition at that date of its assets and liabilities,
other than liabilities to pay pensions and benefits after the end of the Scheme year;

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

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

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

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

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast significant
doubt over the use of that basis for a period of at least a year from the date of approval of the financial
statements. In our evaluation of the Trustee's conclusions, we considered the inherent risks to the
scheme, and analysed how those risks might affect the Scheme’s financial resources or ability to
continue operations over the going concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
absence of reference to a material uncertainty in this auditor's report is not a guarantee that the Scheme
will continue in operation.

The Trustee is responsible for the other information, which comprises the Trustee's report {(including the
Report on Actuarial Liabilities and the summary of contributions), and the actuarial certification of the
Schedule of Contributions. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or any form of assurance conclusion
thereon in this report.

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

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

As explained more fully in their statement set out on page 9, the Scheme’s Trustee is responsible for:
supervising the preparation of financial statements which show a true and fair view; such internal control
as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing the Scheme’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern; and using the going concern
basis of accounting unless they either intend to wind up the Scheme, or have no realistic alternative but
to do so.

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue our opinion in an
auditor's report. Reasonable assurance is a high level of assurance, but does not guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
the financial statements.

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

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

Iryndeep Kaur-Delay Date: 25 September 2020
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

One Snowhill, Snowhill Queensway
Birmingham, B4 6GH
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The Financial Statements

Employer contributions
Employee contributions

Total contributions

Transfers in
Other income

Benefits paid or payable
Payments to and on account of
leavers

Administrative expenses

Other payments

Investment income
Change in market value of
investments

Investment management
expenses

10
11

12
13

14

3,291,006 2,269,340 5,560,346 5,004,662
579,398 1,234,353 1,813,751 1,538,816
3,870,404 3,503,693 7,374,097 6,543,478

S 55,457 55,457 61,173

33,970 79,176 113,146 129,951
3,904,374 3,638,326 7,542,700 6,734,602
(6,225,604) (267,835) (6,493,439)  (5,606,215)
(127,069) (187,051) (314,120) (529,315)
(665,558) (107,283) (772,841) (661,873)
(40,262) (90,724) (130,986) (131,404)
(7,058,493) (652,893) (7,711,386)  (6,928,807)
(3.154,119) 2,985,433 (168,686) (194,205)
19,446,285 478 19,446,763 10,702,886
241,386 (1,145,150) (903,764) 4,435,944
(490,789) (58,331) (549,120) (543,947)
19,196,882 (1,203,003) 17,993,879 14,594,883
16,042,763 1,782,430 17,825,193 14,400,678
220,693,136 14,231,113 234,924,249 220,523,571
236,735,899 16,013,543 252,749,442 234,924,249

The notes on pages 24 to 38 form part of these financial statements.
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Pooled investment vehicles

Cash in transit
AVC investments

16
13
17

21

22

224,894,428 15,698,015 240,592,443 232,885,541
9,828,938 = 9,828,938 =
976,786 = 976,786 946,505
235,700,152 15,698,015 251,398,167 233,832,046
1,306,148 339,511 1,645,659 1,634,474
(270,401) (23,983) (294,384) (542,271)
236,735,899 16,013,543 252,749,442 234,924,249

The financial statements summarise the transactions of the Scheme and deal with the net assets at the
disposal of the Trustee. They do not take account of obligations to pay pensions and benefits which
fall due after the end of the Scheme year. The actuarial position of the Scheme, which takes into account
such obligations for the Defined Benefit Section is dealt with in the Report on Actuarial Liabilities on
pages 10 to 11 of the Annual Report and these financial statements should be read in conjunction with

this report.

The notes on pages 24 to 38 form part of these financial statements.

These financial statements were approved by the Trustee on

{ &\Q \W:\\Y‘,ﬁ/v” 92 J / D )

Date: 2 S

Signed on behalf of the Trustee:
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Notes to the Financial Statements

Details of general information for the Scheme are available in the Trustee’s Report.

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

The financial statements are prepared on a going concern basis, which the Trustee believes to be appropriate as
they believe that the Scheme has adequate resources to realise its assets and meet benefit obligations in the normal
course of affairs (continue to operate) for at least the next twelve months. Contributions have continued to be paid
into the Scheme post year end. In reaching this conclusion, the Trustee has considered severe but plausible
downsides which consider the impact of the COVID-19 outbreak and have taken into account the impact on
investments, future income and capital growth, portfolio liquidity, cashflow requirements and the employer
covenant. This assessment, gives the Trustee confidence to prepare the financial statements on a going concern
basis.

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

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

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

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

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

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

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

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

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

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

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

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

. Expenses are accounted for on an accruals basis.

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

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

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

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

. Investment income arising from the underlying investments of the pooled investment vehicles is reinvested

within the pooled investment vehicles and reflected in the unit price. Thus, it is reported within “Change in
market value”.

www.barnett-waddingham.co.uk
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Notes to the Financial Statements (Cont)

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

Unitised pooled investment vehicles have been valued at the latest available bid price or single price
provided by the pooled investment manager. Shares in other pooled arrangements have been valued at the
latest available net asset value (NAV) determined in accordance with fair value principles, provided by the
pooled investment manager.

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

With profit insurance policies are reported at the policy value provided by the insurance company based on
the cumulative reversionary bonuses declared and the current terminal bonus.

Employer contributions 3,290,000 1,714,662 5,004,662
Employee contributions 613,444 925,372 1,538,816
Total contributions 5 3,903,444 2,640,034 6,543,478
Transfers in 6 - 61,173 61,173
Other income 7 25,052 104,899 129,951
3,928,496 2,806,106 6,734,602

Benefits paid or payable 8 (5,458,048) (148,167) (5,606,215)
Payments to and on account of leavers 9 (330,257) (199,058) (529,315)
Administrative expenses 10 (608,699) (53,174) (661,873)
Other payments 11 (39,165) (92,239) (131,404)
(6,436,169) (492,638) (6,928,807)

(2,507,673) 2,313,468 (194,205)

Investment income 12 10,702,822 64 10,702,886
Change in market value of investments 13 3,568,837 867,107 4,435,944
Investment management expenses 14 (501,605) (42,342) (543,947)
13,770,054 824,829 14,594,883

11,262,381 3,138,297 14,400,678

209,430,755 11,092,816 220,523,571

220,693,136 14,231,113 234,924,249
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Notes to the Financial Statements (Cont)

Pooled investment vehicles
AVC investments

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions

www.barnett-waddingham.co.uk

16 218,785,021 14,100,520 232,885,541
17 946,505 S 946,505
219,731,526 14,100,520 233,832,046
21 1,334,490 299,984 1,634,474
22 (372,880) (169,391) (542,271)
220,693,136 14,231,113 234,924,249
1,911,899 2,245,984 4,157,883
1,379,107 e 1,379,107
= 23,356 23,356
3,291,006 2,269,340 5,560,346
514,998 1,213,641 1,728,639
64,400 20,712 85,112
579,398 1,234,353 1,813,751
3,870,404 3,503,693 7,374,097
2,032,686 1,691,958 3,724,644
1,257,314 S 1,257,314
- 22,704 22,704
3,290,000 1,714,662 5,004,662
548,029 897,681 1,445,710
65,415 27,691 93,106
613,444 925,372 1,538,816
3,903,444 2,640,034 6,543,478
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Notes to the Financial Statements (Cont)

Salary sacrifice contributions have been included within employee normal contributions.

Total employer contributions of £3.29m per annum are being paid to the DB Section of the Scheme until 31 March
2027 in accordance with a Recovery Plan to improve the Scheme's funding position. These contributions comprise
normal contributions for active DB members, the provision of death in service benefits, the expenses of
administering the Scheme (including PPF levies) and deficit shortfall contributions.

Individual transfers in from other schemes - 55,457 55,457
Individual transfers in from other schemes - 61,173 61,173
Claims on term insurance policies 33,970 79,176 113,146
Claims on term insurance policies 25,052 104,899 129,951
Pensions 4,595,048 S 4,595,048
Commutations and lump sum retirement benefits 1,482,117 178,368 1,660,485
Lump sum death benefits 148,439 89,467 237,906

6,225,604 267,835 6,493,439
Pensions 4,225,377 S 4,225,377
Commutations and lump sum retirement benefits 1,168,143 37,372 1,205,515
Lump sum death benefits 64,528 110,795 175,323

5,458,048 148,167 5,606,215
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Notes to the Financial Statements (Cont)

Refunds to members leaving service
Individual transfers to other schemes

Refunds to members leaving service
Individual transfers to other schemes

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
PPF Levy

Miscellaneous

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
Secretarial fees

PPF Levy

Miscellaneous

S 4,099 4,099
127,069 182,952 310,021
127,069 187,051 314,120

(14) 1,671 1,657
330,271 197,387 527,658
330,271 199,058 529,315
287,349 68,034 355,383
234,570 S 234,570

12,100 12,100 24,200
38,554 22,519 61,073
91,414 4,544 95,958
1,571 86 1,657
665,558 107,283 772,841
259,135 39,345 298,480
177,463 S 177,463
9,960 9,960 19,920
53,122 3,600 56,722
8,100 S 8,100
97,325 = 97,325
3,594 269 3,863
608,699 53,174 661,873

The Scheme bears all other costs of administration. The administration fees payable to the University’s HR

Department were £76,133 (2019: £69,690).
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Notes to the Financial Statements (Cont)

Premiums on term insurance policies

Premiums on term insurance policies

40,262

90,724

130,986

39,165

92,239

131,404

A policy is held with Aviva Life & Pensions UK Ltd to cover the Scheme against lump sum payments in the event of

a Member’s death during service.

Income from pooled investment vehicles
Annuity income

Currency gain

Interest on cash deposits

Income from pooled investment vehicles
Annuity income

Currency gain

Interest on cash deposits

www.barnett-waddingham.co.uk

19,308,040 e 19,308,040
61,431 478 61,909
72,616 = 72,616

4,198 & 4,198

19,446,285 478 19,446,763

10,438,419 S 10,438,419
61,320 = 61,320

200,461 e 200,461
2,622 64 2,686
10,702,822 64 10,702,886
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Notes to the Financial Statements (Cont)

Pooled investment vehicles 218,785,021 227,958,833 (221,995,596) 146,170 224,894,428
AVC investments 946,505 64,400 (129,335) 95,216 976,786
219,731,526 228,023,233  (222,124,931) 241,386 225,871,214
Cash in transit - 9,828,938
219,731,526 235,700,152
Pooled investment vehicles 14,100,520 4,383,891 (1,641,246) (1,145,150) 15,698,015

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

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

to members and the Trustee as follows:

Members
Trustee

Administration, management and custody
Advisory

Administration, management and custody
Advisory

www.barnett-waddingham.co.uk

13,739,781 11,868,663

1,958,234 2,231,857

15,698,015 14,100,520
190,789 58,331 249,120
300,000 S 300,000
490,789 58,331 549,120
201,605 42,342 243,947
300,000 S 300,000
501,605 42,342 543,947
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Notes to the Financial Statements (Cont)

The Scheme is a registered pension scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is therefore

exempt from income tax and capital gains tax.

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

Equities
Bonds

LDI

Cash
Multi-Asset
Property
Derivatives
Hedge funds

Multi-Asset
Bonds
Equities
Cash

37,559,046 38,432,925
18,555,165 35,705,399
66,453,014 58,975,240
43,922,679 29,558,526
49,682,965 13,671,065
7,052,778 10,566,068
e 7,347,191

1,668,781 24,528,607
224,894,428 218,785,021
12,180,309 10,393,978
2,630,974 2,786,060
736,931 809,783
149,801 110,699
15,698,015 14,100,520

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

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

amounts of AVC investments are as follows:

Prudential Assurance Company Ltd - with-profits insurance policy

www.barnett-waddingham.co.uk

976,786

946,505
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Notes to the Financial Statements (Cont)

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

Level 1: The unadjusted quoted price in an active market for identical assets or liabilities that the entity

can access at the measurement date.

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

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

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

Pooled investment vehicles
AVC investments
Cash in transit

Pooled investment vehicles

Pooled investment vehicles

AVC investments
Cash in transit

Pooled investment vehicles

www.barnett-waddingham.co.uk

43,922,679 172,599,432 8,372,317 224,894,428
= = 976,786 976,786

9,828,938 = e 9,828,938
53,751,617 172,599,432 9,349,103 235,700,152
= 15,698,015 = 15,698,015
53,751,617 188,297,447 9,349,103 251,398,167
29,558,526 134,613,153 54,613,342 218,785,021
e S 946,505 946,505
29,558,526 134,613,153 55,559,847 219,731,526
- 14,100,520 = 14,100,520
29,558,526 148,713,673 55,559,847 233,832,046
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Notes to the Financial Statements (Cont)

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

e  Credit risk — this is the risk that one party to a financial instrument will cause a financial loss for the other
party by failing to discharge an obligation.
e Market risk — this comprises currency risk, interest rate risk and other price risk:

1. Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in foreign exchange rates.

2. Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will
fluctuate because of changes in market interest rates.

3. Other price risk: this is the risk that the fair value or future cash flows of a financial asset will
fluctuate because of changes in market prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.

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

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

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

The Scheme is subject to credit risk in three ways:

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

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

3. By holding cash balances in a bank account.

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled
arrangements being ring-fenced from the pooled manager, the regulatory environments in which the pooled
managers operate, and diversification of investments amongst a number of pooled arrangements.

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

Alternative Investment Fund Manager (AIFMD) 0.5
Open-ended investment company (OEIC) 79
Société d'investissement a Capital Variable (SICAV) 8.5
Irish Collective Asset-management Vehicle (ICAV) 58.0
Qualifying Investor Alternative Investment Fund (QIAIF) 57.9
Unit Linked Insurance Contracts 36.6
Investment Company with Variable Capital (ICVC) 2.0
Trust Company 9.6
Undertakings for the Collective Investment in Transferable 43.9
Securities (UCITs)

Total 2249
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As DCIO, Towers Watson Ltd carries out due diligence checks on the appointment of new pooled investment
managers and monitors incumbent managers on an ongoing basis, in particular where there are any changes to
the regulatory and operating environment of the pooled manager.

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

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

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

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

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

Pooled investment vehicles - 115.0 115.0

Pooled investment vehicles - 66.0 66.0

Cash 53.5 - 535
53.5 181.0 234.5

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

Pooled investment vehicles 0.5 16.4 16.9

Pooled investment vehicles 66.0 - 66.0

Cash 53.5 - 53.5
120.0 16.4 1364

The Scheme is subject to currency risk because some of the Scheme’s investments are held in overseas markets via
pooled investment vehicles. The Trustee limits overseas currency exposure by imposing a minimum allocation to
Sterling of 50% within the Fiduciary Management Agreement.
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The Scheme is subject to interest rate risk through its credit holdings, the Downside Risk Hedging and on the
Liability Driven Investments (LDI) which comprises government bonds, cash, interest rate swaps, inflation swaps and
repurchase agreements held in pooled vehicles. The purpose of the Scheme’s LDI investments is to match the
interest rate (and inflation) sensitivity of the Scheme’s liabilities. Therefore when considering the Scheme’s liabilities,
these investments are risk reducing.

As at 31 March 2020, the capital allocated to the liability matching portfolio represented ¢.28% of the total
investment portfolio based on the fair value of the investments.

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

Equities - v v - v
Credit v v v v -
Property - 4 = - v
Listed infrastructure - v v - v
Diversifying strategies - v v 5 v

Liability Driven Investments

(High guality bonds and cash v v - v 5
equivalents)
Cash v v . - .

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

The investment funds offered to members are white label funds provided by the investment provider as follows:
e Equity
e Bonds
e (Cash
e Multi-assets

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

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

¢ The equity fund is exposed to foreign exchange and other price risk.

¢ The bond fund is exposed to foreign exchange and other price risk.

¢ The cash fund is exposed to foreign exchange and other price risk.

¢ The multi asset fund is exposed to foreign exchange, interest rate and other price risk.

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

Insight LD! Solutions Plus Long Fixed Fund
Insight Liquidity Fund

Towers Watson Diversifying Strategy Fund GBP
Towers Watson Diversifying Strategy Fund USD
Towers Watson Secure Income Fund

GPDK Robeco Global Sustainable

Insight LDI Solutions Plus Short Real Fund

Contributions due from employer in respect of:
Employers
Employees

Other debtors

Prepayments

Cash balances

Contributions due from employer in respect of:
Employers
Employees

Other debtors

Due from DC Section

Cash balances

42,093,321 167 29,530,310 126
38,095,000 15.1 27,845,000 119
24,138,655 9.6 S e
17,662,060 7.0 S e
16,111,023 6.4 15,682,549 6.7
15,466,936 6.1
15,028,038 5.9 19,505,406 83
274,522 197,866 472,388
41,613 110,659 152,272
8,581 = 8,581
7,564 e 7,564
973,868 30,986 1,004,854
1,306,148 339,511 1,645,659
274,167 153,389 427,556
44,213 82,265 126,478
12,797 - 12,797
92,239 e 92,239
911,074 64,330 975,404
1,334,490 299,984 1,634,474

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

the Schedule of Contributions.

Included in the DC Section bank balance is £26,291 (2019: £363) which is not allocated to members.
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Unpaid benefits (121,482) (4,696) (126,178)
Accrued expenses (143,796) (19,287) (163,083)
Other creditors (5,123) - (5,123)

(270,401) (23,983) (294,384)
Unpaid benefits (257,476) (63,966) (321,442)
Accrued expenses (110,287) (13,186) (123,473)
Due to DB Section - (92,239) (92,239)
Other creditors (5,117) - (5,117)

(372,880) (169,391) (542,271)

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

Transactions with related parties of the Scheme have been disclosed in the Annual Report as follows:
e  Contributions receivable from the Employer are disclosed in note 5.
e The Scheme is administered by the Employer's HR department and the fees payable are included in note
10 under Administration expenses.

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

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

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

The Trustee of the Scheme is aware that the issue will affect the Scheme and will be considering this at a future
meeting and decisions will be made as to the next steps. Under the ruling schemes are required to backdate benefit
adjustments in relation to GMP equalisation and provide interest on the backdated amounts.

Based on an initial assessment of the likely backdated amounts and related interest the Trustee does not expect
these to be material to the financial statements and therefore have not included a liability in respect of these matters
in these financial statements. They will be accounted for in the year they are determined.
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Subsequent to the Scheme's year-end, there has been significant volatility in markets as a result of the Coronavirus
(COVID-19) pandemic. The Trustee considers the outbreak to be a non-adjusting post net asset statement event
and as the situation is fluid and unpredictable, an estimate of the precise financial effect is not possible at the date
of issue of the financial statements. The Trustee is monitoring the situation closely and liaising regularly with its
investment adviser to consider any necessary actions to respond to the emerging issues.

The Trustee believes the Scheme’s investment strategy is already significantly de-risked and does not expect there
to have been a material change to the Scheme’s funding position as a result of COVID-19. The funding level of the
Scheme is kept under review by the Scheme’s investment advisers and Scheme Actuary.
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Certificate of Adequacy of Contributions

Actuarial Centification of Schedule of Contributions

“ame of Scheme The University of Warwick Pension Scheme
Effastive cate of valustion 31 March 2818

Adequacy of rates of contributions

i haraby certfy that. in my ooinion, The rates of sonrizations showr inthiz Schedule of Contrbutions ars
such 3t tha Statutory Suncing Objective could have been sxpasied on 31 Rarch 2078 15 be met oy the
=rd of the period specified in the recsvery olan dated & June 2020

Adherence to Statement of Funding Principles

haraly catdfy that, in my opinion, the Sohecule of Tomrioutions gated & June 2030 is consistent with the
Ztstement of Funaing Frincioles dated £ June 2020

The setificatan of the adequacy o the rates of contrinutions for the ourpose of securing that the
Stawtery Funding Objectve can be sxpected 10 be met is not a cerifeation of their adequacy for the
ourpose oF securing the Scohems's danilties oy the purchase of annuitias. if the Scheme wers wourd uo.

Zignawre . Date: & June 2030 e,

Lloyd Cleaver The Colmore Building
Fellow of the Institute and Facuity of Actuaries 20 Colmore Circus Queensway
Towers Watson Limited, a Willis Towers Watsan company Birmingham

B4 6AT
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Schedule of Contributions

Yame of Soreme The University of Warwick Pension Scheme

ir aznondance with Section 227 of the Fansions Aci 2008 PSS Farsion Trustes Limvited (the Trustes"
-a- preparad the Sallowing Schadule of f‘o*t’m..t.:r‘s for The University of Wanwick Pensicn Scheme
('Yma Sobemma™ after obtaining the aavice o Lioyd Claawer,
discussed and agr = this Sohedule of Contributions with the University of Waraack, on oeh
oaricipating amployesrs (cofactvaly reisred o 33 “the Lniversity' b

na Zehame Actusry, The Trustse nas
aif 2F all

Contributions to be paid towards the Scheme from 1 June 2020 to 31 March 2027
Member Contributions — DB Section

Jrther than woduntary contribations, comrioutions of 5.8% per annum, expressed 3s a parcentage of
Sensizrable Eamings, are payabkie iowards the Scheme by, oron hebalf of, sctive members.

University Contributions — DB Section

The Trustas and the Lrnivarsizy have agreed that oversl! Ast rate cominbuticns of E3.28m par anmum are
ﬁsyable towarcs the S-‘h;-nn by the University in mantnly insialreants, which comprises comributions in

aspect of future acorual of barefits of active DB Section memiers, tne provision of death-in-senvice
aeneﬂ= e Eﬂ‘ﬁFﬂ:‘l":’S of acminisiering the Schems lincluding FPF [avies! and defizit shorfal
contributions.,

i resgect of future acorual of Densfits of acthve 52 Secticn members, the provision of death-in-sendos
benefitz and the expenzes of adminiziering the Schame {including FFF ‘evies), regular contibutions of
2E.6% par annum, exprassed as a pereceniage of B ewsu:xr'able Eamings, are included within the cwerall
A&t rate contrioution figure of £2.28m per annum et out aboy

I accordance with the =‘-=v:o'.'er,r Flan dawed & June 2020, the remaining soniribution within the overal! Sas
rate sontribution figure of £3 28m per annum (after :=kmg intz accourt the regular contributions of 25.5%

per annum, exprassed as & persertage of Persicnabiz Zamings. set out sbove! will be used to eliminate
whe funding deficit.

Member and University Contributions — Heritage DC Section

Active members of the Feritzge DT Szcticn osn choose from Compulsory Contribution rates of 3%, 4% or
£9% of Fensionable Eamings.

The leve of University contributions wil depend on the rate of Compuiscry Conributions the memper
chooses 1o pay 35 5t cul in the tabie below:

NMember Comoulzary Conribution rate (asa % Urniversity contrib ution rate (35 3 % of
of Fersionable Zamings: Pensinnalzle Exmingsl
3% 8%
4% 2%
% 10%

Im addition o the Comoulsory Contrbutons sst out 3dbova, 3 wmember may, with the Trusiee’s agreemeant,
alsc pay additicna! woluntary contributiors |AVCs)l There are no JWIA’“F‘::T.'}' matehing conwbutions in
razpect of any #"Cs ANCs are trnoze member only sartributions paid over the madmum Comoulisory
Contrinution of 5%,
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Member and University Contributions — Enterprise DC Section
Active members 2F the Entergaze DO Section must contribute at the rate of £% of Qualifying Eamings.

The leyve of Lnivarsity contributons wi be 3% of Juslifying Zarmings.

=t out aoove, 3 merer may. with the Truste
ng cootioutens o respect of 3oy AV paio.

i~ adation o the Compulsory Sontributons
slso pay AWVCE. Thers ars no Jriversity mai

Reserve Account

The Trostes maiciains 3 Reserve Account whish, subjact enuaty. 15 3vaiabis o e apolied 31 the
dirs “'n::r' cf tha Frincios! Empioyer i'e w3lue of the Fesarve Lccount shall paver b lezs than zerc. Atthis
i ine with the Letter of Direction i sloyer cirects that the

2 2 Aount e used 10 m~=c-t E"'. : of fife assurance and
inczpacity enefits

-

ne with the Letier of Direcson dated 7 Decembar 2017, contributions 1o the Resarve Aosountin respect
of the Heritage DC Zaciior were set to ol win effect froe 1 Janusny 20120 eétn @ anrual review by
dnivarsity managenent o sat aporooriate ‘uture contribution lavels.

b

miine gt the Leter of Direction dateo 1 Decembear 2017, corntrilautions 1o the = Wa Accountin respect
of the Erterprize DD Saction were set tz 1.5% of Pepsionaive Eamings wits :—ﬁ‘:-:t from 1 danuary 2018,

N P EnNUal review oy Jnivetsiny 'z'xs"t:-.geme.':r. 10 221 BporopT

Faying contributions

Al cortibutions 327 out within this schedule are pavsbie manthly and are ta b2 mace on or befors the
1ot of the month inmediately fjvcw ingi the mont~ te wnich they relsts.
Sarmembers of any section paricipating in Fersicns 2alany Zacrifice, the memoer's sontibutons will os
2aid by way oF salary seorifice in zccorcance with the terms of Pensions Ssiary ;-a;:='7ﬁce~. The taia
Jnivarsity contrbusion rate for sthess members will be the sum of the member's spolicabie contrituton rats
and the respactive University contribwtion rats.
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Administration expenses

Adminisiration expenses are met fom the Scheme's assels. The Technical Frovisions znd coneroution
some oy the Soteme, including allowance for PRF levies.

rates includs an allowanos for the expenses

“Yame: Frof Bwarn Paimer Harma: Hugh James Fumt
2osition: Trusies Position: Trusise Chairman
Date: & Jume 2020 Zate: & Jume 2020

Hame: Andrew Smits

Position: Firanee Diractor - University of \Warwick

CTiater & Jure 2020
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b
Chair’s Statement
UPS Pension Trustee Limited
Chair's annual statement regarding defined contribution benefits held in the

University of Warwick Pension Scheme (“the Scheme
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The starling pot 228 s assumed 1o be £2.000.

Connutions are assemed to ke £930 per montn for actve maaskerss with ne contribunions from
daferred memners
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i% 0.40% sboee wflation
e (1 50% shave inflatinn
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1.

14

[ %]
Las

Introduction

Thiz Statement of vestment Pinciples Mne Statement’ has been pregared by UPS Pension Trustes
Limited {"the Trumiee’; and relstes to the defined contribuiion (DO benafitc Jthe DO Secion™ provided
through The University of Warwick Penzion Scneme (the 5cheme”). The Statement sets out the poindiples
which govern the decizions abaut the investments that enabie the Scheme to meet the reguirements of

¢+ the Penzions At 1885, 3z amenced b the Percions Act 2002

¢+ the Dccupational Penzien Schemes dnvestment) Regulstions 2002 22 amended oy the Occupational
Penzion Schemes (avestment: [Amendment; Pegulations 2000 ang the Occunational Pension
Schemes [Charges ang Govemnance) Regulations 2013, incorporating changes as required by The
Pension Protection Fund [Pensicnabie ervice) and Occupational Pension Schemés (invesiment ang
Tisclosure, (Amencment and Modification) Regulstions 2018 and

o the Socupationsl Penzion Schemes (investment and Disclozure) JAmendment) Regulatiors 201%

I preparing thiz statement the Trustes has conauited the University of Wangick, the Principal Emplover,
and obtained advice from Barmett Wagdingham LLP. the Truziees investment concultarts.  Barnett
‘Wwaddingham iz authorized and regulated by the Financial Condudt Autnority.

This statement hac been prepared with regard fo the 2001 Myners redew of instiufional investment
fincluging subsequent updates

The Trustes wili review thiz Statement af least every thres vears ar if there i3 3 significant changs in any of
the areas cavered by the Statement or the demograpnic and profile of mambers

The irvesiment powers of the Trustee are set out in Section 15 of the Do Trust Deed and Bules, dated
March 2810, Thiz statement i conzistent with those powers.

Choosing investments

The Trustee carefully considers i Investment Dbjedtives, shown inthe Appendic when designing the range
of investment options to offer to i members, The Trustes alzo acknowledges that memoers will have
different aftitudes to risv and different aims for acceszing their retirement savings - and therefore, whilst
seeking good member autcomes net of fees, i also considers the level of risk that s approoriate based on
the articipated need: of the membership profile of the DT Sechion,

The Trusfee's policy 12 to offer @ range of If2stye investment arrangements and a core range of imvesiment,
funds that are suftabie for the DO Seciion’s membership profile and into which memcers can chooze to
inwest their contribuiions and those contributions made by the emplover. Details of these are given inthe
Appendiz, In doing 20, the Truttee considers the advice of their professional advisers, whom they corzider
to be sutanly guaiified and experienced for this role

The DT Section is a bundled zrrangevent that is insured and invested with Scottizh Widows, The day-to-
day manzgement of the D7 Secion's assed iz delegated to Scottizh Widows and through Scotizh Widows

The Uity ol Werask T e D Smaliaee d gl bewesst el Brin o At T

-~
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the Trustee can access pooled funds from 3 range of other investment managers aswel 32 Scottish Widow s
ous funds,

Z4,  Tne DO Sechion's Default OpHon (cwdines in the sopendi) o structurad 22 3 ‘governed’ invesiment
solution which iz designec and imolementes by Scotlich Widows, Scoffizn Widows is respansizle for the
seledtion and deselecion of the underlying invastmert managers used through the Defaul Dpdion a5 well
azthe ongoing refatonshios with the ivestment manzqers. The Trustee undesstands that Scoftizh Widows
will appeint investment manzgers to be wad oy the Default Sotion with sn expactafior of a long-term
parnership, which encourager scive stevardship of the Scheme’s zoets,

L

. The D Sedhion's invesmment managers are cetailed in the Appendis w0 thiz Stetemznt The investment
manager; are authorizes ang regulatzd oy the Sinancial Concut Authorty, and are respensibility = for
stoce seleciion and the ewergize of woling rghts,

[

26, Tne Trustes reviews the approgriateness of the DC Sadtior - imvestment stratagy on an cagoing casis and
iz suppaded inthis regarg oy i Investment Suc-Committee 1500 The 1500 has 3 terme of referance which
sets out i rodes, responsilites and powers, Thiz ongeing review indiudes conzideration of the continued
comegetence of Scottich Widows and iz ongoing managament of the Defzult Tpticr 22 wall as ary other

investment managers utiized thirough the DC Sedion with respedin thelr pamormance zgzinattheir date
alyectives and cenchmares

Tne Trustes will conault the emplasar bafore amending the investment srztagy,

[

3. Investment objectives

35 The Trustee nas discunsed and sqresd key invedment oljectives inlight of an analysiz of the [T Sedtion’s
membersnip profile as well az the conslrsints the Trustes facer in achieving these chjadives, Theze are et
autin the Apoendix

4. Kinds of investments to be held

4,00 The D Secion s parmitiad o invest in & wade range of azzets inclucing ecuities, bonds, cazh. commerdia
progedy ang altematives,

5. The balance between different kinds of investments

S Members can choose toinvestin ary of the funds cstalss in the Aopendis or can elect to imvestin a
lifestie strategy, Where members go nat dheose wiere they contributions, ana thoze made on theyr
beha by the emplove:, are invested, the Trustes will ivest these contrioutions acconting o the defsult
investment opticn set out in the Apoendix

Lty
i~

The Trustee conziders the merits of toth adive ang passive manzgement for the varicus slements of the
DvZ Seciom's portiolic and may selec different aporoaches for aifferent asset clazses or shrategies
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33, The Trustes [ aware that the zporopriate bafance bebween diffarent vinds of irvesiments will vary over
time and the asset sllocation may change 25 the membership profile evolves,

6. Risks

&1, Riowin a cefineg contribution scheme ligz with the members themzewves. The Trustee has conzidered a
numier of rizks when desigring and providing suitable investrment cheices to members, A compreherzive
lisw of risks iz set cut in the Trustee rizk register. nowever, the main investment risks affecing all members

arg:

The rizk that the investments do not provide a return st least in line with inflation,
thus eroging the purchzsing power of the refirement s3vings, The Trustes makes
available investment opficns that are expeded to provide a long-term raal rate of
FEIITY,

Conversion
rish

The rizk that fluctustions in the assets held parfculady in the peried tefoe
redrement savings are accested, lead fo uncertzing over the benefit amount likely
to be recelved.  In the lifestyle arrangements made availsbie through the DO
ection (see Apoendix), the Trustee changes the proportion and Hvoe of
irsestments sa that in the run up to refirement the invesiments gradually start o
mare closely match how the Truztes expedz members to gccess their retiremeant
zavingz, The Trustee keeps under review the appropriateness of the srategies,

14

Batirement

income risk

The fis% that a member's retirement income faliz short of the amount expected
whether this i due to lower investiment eturns than espedied or insufficient
comiributions ceing paid, The Trustee periodically reviews the appropriateness of
the investment options offered to ensure member outcomes can be masimised.

Communications to members will seek to encourags them o reguiarly review the
level of their contributions, but ultimately this i a risk which lies with 2ach member,

Investment
manager risk

The Trustes monitors the perfarmance of the DC Saction's investment managers
an a reguiar basis in agditicn to having mestings with them from time fo time az
neceszary.

Concantration/

Maiket risk

Ezch investment manager i5 sxpected 1o manage properly diversified porfolios
and to zpreed assets acmss a number of individual shares and securitiss,

The Scheme may gain exposure to overseas curendies by investing in assets that
are denominatad in & foreign currency or via currency management

invastment

The rizh of losz of investment by the investrent manage: and custodian will be
sressed by the Trustes, This inciudes losses beyond tose caused by market
mavemants (e default risk, operational errors or fraug

www.barnett-waddingham.co.uk
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7. Expected return on investments

T4 The Trustee nas regarg o the relztive investment returr, net of f2es and rise that each aszet class is
gipeCied to provide. The Trustes is advized oy itz professiondl advizors on these matiers, whom t bas
desmes to ce aopropriately cualified. Howewsr, the day-to-day selection of investments is celegatad to
e irvesoment managers

T2 Toe Trustes recogrises the need to distinguish setween nomingl and real returns ana fo make appropriate

allowance for inflation wnen making ceciziors and comparizons

8. Realisation of investments

&' TneTrust2e has delegsted the rezporsibility for ouving and selling Ivedimantz 10 1 investment managers,

9. Socially Responsible Investment, Corporate Governance
and Voting Rights

1, Atthe dme of writing the Trumes is 2t a relatively early mage in developing it policy with regards to the
M TEgUiRTonY reguirements ©n r2sponsible investing, Sewardship and sustainzbility, Az developments
oo, the Trustee wil revigw i policy nthis area and ameand £ from dme to time,

be zn impodant and relevant iszue to consider throughout

82, TneTrustee peligves iong-term sustainaziliy ta
shee recognizes that

the invesiment process, In particalzr the Tru

(2 =)
(%]

1 Aninvestment s abilite to meetthe Trustes's oojectives can be influenced by 2 wide rangs of factor:
ncleding environmental, zocial ard goverrance (ESG izmuer snd stevardohic

Ly
i
-

ESG corciderations and stewarasnip are therefore impodant zsoecs of resporsinde finandal rizk
Tanzgement in orcer to proted: the value of investments anc chould imsprove long-term member
financial ourcemes,

A
L

Where ESG factors, dawardship and broader sustainable investmert considerstions are ceemed fo be
francially maerial, the Trusee belbeves thet they should be aten irte account within the invesment
decision-maring progess,

S84, The Trustes may concider non-financisl matte: as part of i overall cecizion making and setling of
investmient sTategy induding as and when views are proactively raized by mamoers and wil continue to
MoEor anad review 1o aporoach inthis area.

LQ
Ly

A5 the DT Zedtion's invastiments 3re newd in cooled funds ESG consideration: are implemierted by the
investmient managers of 23ch fund. The Trustze monitors how 35, dimate change and sewardship ars
integrated within the invesiment process acopted by the invesment managers and conzicers thers zsuss
with reference o #o cwn beliefs 30 part of the orifeda when reviewing the suitacility of the DT Section’s
inrvestrment optiors
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86, The Trustes delegates the sxercize of right lincluding voling rights) atfached to the DC Sedhior's
investments 10 i investment maragers, The Trustee expects Scotisn Widows fo monitor ang repors
anmually on the investment managers’ approach to selecting investments, voting and engaging with
comzanies with reference to £5G iszues,

87 The Trustes considers itto be part of the role of their investiment managers 0 aszess and moniter how the
companies in which they are invesing are manzaing developmants around ESG related issues on benalf
of the DV Sacion.

&8  when seleciing invesiment to be used by the Default Ootion, the Trustee expach Scottizh Wicows to
appoint maragers with an expectation of 2 long-tarm partnerstip, which encourages active ownership of
the DC Sections assels, The Truztee especs Scotfizh widews to actively engage with the invesiment
manager: 1o ddve improved performance cver the madium to long-term within the wider contest of long-
term sustainable investment. The Tradee aizo expects Scotiish Widows to assess each invesiment
manager's epproach to sustainable investment {including engagement) prior to 5 inclusion within the
Default Cption anc fo monitor each manager:s approsch ko susiainabie investmert [inclucing
engagement; on 3 reguiar casiz,

88 Inselecting and revigwing i investent managers to the D7 Section, where appropriate. the Trustee will
consider investment managers” colicies on engagement and how these policies have been implemented.
If the Trustee deems any 2spect of these policies to be cut of line with their own investment ohjectives,
ey wili uze another investrent nmanzger for the mandate.

810, The Truztee carries out a sirategy review at least every 3 vears o aszess the continuing relevance of the
Default Opticn and zelf-seledt funds in the contert of the DC Section and their aims, beliefs and constraints.
The Trustee monitar: the investment managers” approeach o sustainable investment and £5G o an anaual
bazis uzing irformation provided by Scoltish Widsvs. This moritaring considers the performance of the
D Section’z investment managers ovel medium ang long-term time pariods consistent with the Trustes's
investment zims, beliefs and constraintz,

8,11, TheTrustee expects Sooftish Widows to report regularly on the costs incurred in managing the D Section =
assefs and this ncludes the costs aszociated with portfolio wmovern The Trustee formaldy reviews the
reported portfolio furnover costs, at least annuaily, 32 parm of the preparation of the Chairs Aanual
Statement,

812, For the open-ended pooled funds in whick the DC Section invests. there are no pradetermined terms of
agreement with the ipvesiment managers, The suitzbility of the DC Section's investrents and their ongeing
afigriment with the Trustes's investment aims, beliefz and constraints iz asseszed every three years or when
changes desem it approprigte to o 5o more frequently, A2 part of this review the ongoing appropriatensss
of the specific fund: wsed s assessed.

The Trustes will consider E55 and stewardship using information from their aduizers, investment managers
and industry specializt bodies and in doing 5o, consider whether 10 review 15 own policy and procedurss,
The Trustes will report on 5% ang stewardship atleast annualy, making thic avzilable to members,

Tl Loveraniw s d darel L B B St vt iy Armpond, 30
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Q14

10,

15
Pl

The DT fedions irvesiment consuttsrts, Bamet Waddingham, zre independent ang no am of their
buziness orovices azset mansgement services, Thiz and thelr PTA Regulsted statuz. mekes the Trustee
confident that the investmeant manager recommendaiions they make are fres from conflict of interect

Monitoring

Investment Parformancs: The Trustee reviews the pedormance of each investmeant opdion offered througn
the D Section agairst the sated performance objedive ard In doing this the Truses recsives 3
perfarmance monitering repolt at l2ast quamery. Thiz monitoring takes info account ooth short-term angd
long-erm performancs, The investanent manager o overall cuitability for each mandate will e monitorad
as frequertly az the Trustes consicess appropedate n light of botn 2 cedformance and other pravailing
Circunnatances,

Ohiectiven The Trustes maonitcrs the suitsbiling of the chjecives for the DO Sacion {35 ¢etaleg in the
Appencizl and cedformance et of feesi sgaingd these objecives st least every thies veas a

there is any sigaificant charge in fhe investmert nolicy, undarlying 2conemic conditions or the grafile of
the memoers,

MC 300 wWnen

frvestriert Cnzices The Trustee monitors the ongeing aoprogriateness of the iavestment cagices offered
o @ PENQCIC 2asis,

Engagement and Stewardship the Trustes monitors the engagemert and sewardchic adivities
undertzken Sy the investm2ntmanagers 4n an anrual Sasiz 4sing information provided by the DO Sediion’s
bunaled provider, Soottisn Wiaows

Agreement

Thiz Shatement was agreed by the Trustee, and replaces any pravious statements, Copigs of this Statement
ang any sebsequent amencmerts witl be made availsbie m the emcloyver the investmert managar. the
actuary and the Scheme suditor upon request,

[,
Signed:. ) Date... &, li

On behalf of the Trustee of The University of Warwick Pension Scheme
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Appendix 1 Note on investment policy in relation to the

current Statement of Investment Principles dated
August 2020

The bhalance between different kincs of investment
Tne Trustes’s main investment objectives are:

0 provide & suitable defzult investment option that i likely to be suitsbie for 2 fypical member of the
D Section,

+ o offer an aporoprizte rarge of alterrative investment opfionrs o that members who wish to make
their own investment choices aave the freedom fo do so, recognising that members may have different
imvestment needs ard objectives,

¢ seek to achisve good member owtcomes net of fees and subjedt to acceptable levels of rizk,

The Trustee it rasponsible far the design of the default irvestmenrt cption and for chocsing which
investment options to make availzble to members Membars are responsible for their cwn cnoice of
investment ogtions including where the default investrant option is zelected for them because they have
rot selected other funds;

The Trustee has made availzble 2 range of funds to cuit the individual needs of the D Sedion's members,
For exampie. a rangs of funds with greater eguity biac iz avzilable for those members wiling to accept 2
greater level of volatilty in pursuit of higher expected refiremant savings. Funds that held greater degrees
of invemiment in bonds or cach are offered for those members who are less comfortable with the dkely
walatility of the equity funds.

Alternatively, the Trusies has made available a range ¢f lfestyie arrangements. whereby a member’s assets
are automatically invested in line with 2 pre-determined sirategy that changes a: the member gelr clasar
to accessing their refirement savings, Emphasiz s placed on medium fo higher risk funds [ile. investment
largely in growth azsets) in search of long-term inflation-protecied growth whilst the member iz a long
way off accessing their refirement savings, switching progressively o lower sk assels aver the years
preceding the member's target retirement date 20 as o proted the purchazing power of the retirement
savings.

Tne fifestyle arrangements are conctrucied fram some of the funds mertionsd above that are offered 1o

members wanting to manage their own a6t aliocation decizions,

Default option

The Trustes scknowledges that members will have different stiitudes to risk and different sirw for
accessing their retirement savings, and 50 s not possible to offer 3 single investment option that will be
sutable for sach indivicua member, However, having analvsed the membership profile of the DC Sectior,

N - 1em Livdspondte ol Warmt Pon cuitn Codvmoon STatithint of Memadsamed Trnwipse Byl JN
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tne Trusiee decided that the lifestyle arrangement set Ut below reoresents 2 suitable default investment
option for the majority of members who do rot make 2 choice sbout how their contributions (and those
mace oa theil bahalf by the smglover) are invested. The zims, cojectives and policies relating o the default
option &re intenced o ensure that assets are irvested in the best interests of relevant members znd their
beneficiares

The defsult option is called the Passwe interim Ufertyle Strategy and iz a gowverned solution which iz
designed znd impiementad by Scothish Widows, it inverts in 2 range of risk targeted multi-asset funds
depending upon now far 2act member is away from their Mormal Retirement Age (TRA!,

© Wnen & member iz more then 42 wears from WRA, the Fazsive intedm Lifestyle Stretegy will invest
wholly in the Mult-Aszet v Fund

© From 42 years up to 7 vesrs pefore 2ach members MRA, the Passive interim Lifestyle Strateqy looks to
reduce the levet of imvestment sis« by automatically and gradually switching our of the Mult-Asset W
Furd, It initizly switches inte the Muld-Asset 1% Fund followed oy the Muiti-Asset Il Sund and then

the Muiti-Aszet | Fund, 427 vears from NEA B will invast wholly in the Muiti-Azset [ Fund,

Cwer the final 7 years to WRA, the Paszive Interim Lifestde Strategy will graduadly switch & proportion
of 2ach member's irvestments inte the Anouity Purchase Fund 3nd the Woney Market Fund. At NRA
it will target a padfclio that invess 35% in dhe Mulki-Asset Il Fund, 40% in the Annuity Purchase Fund
&nd 259 in the Maney Market Fund.

Thes process is illustrated in the araph below:

Tha ngjective of the Passive interim Lifestyle Strategy is to grow the value of 3 member s penefits over the
Ionger term whitst providing lezs volatility (out a potentially lower seturn) than investing solely in 2 portiolio
of glotal equities, In the speroach to MRA Itis designed to limit the extert to which members benefits
are excosed 1o large fluctuations invalue. i targes a pordclio that looks to proviae flexibitity 2t retirement
by ceing oroacly acpropriate regardless of how ezch memier takes their refrement income [e.q. cash,
annuity pdrchase of drewdowni
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Alternative investment options

Acknowiedging the chalenge of identifying the oest solution for different groups of members, the Trustee
focuses on the defeutt option, Alengside the cefaul investment option, the Tristes makes svziladle three
further lifestyle investment options which have keen designec to allow members o farget a spedific
retirament income cotion. Like the Passive [nterim Litestyle Strategy, these form part of Scotlish widows'
range of governed Invectment selutions so have been designed and implemented b Scothich Widows:

+  Pasaive Flebie Retirement Lifestyle: designed for thoce members that intend to drawdown income in
retirement

o Passive Immediate Spend Lifeshde: designed for those members that infeng to take their retirement
fund &5 czsh

o Passive Securing Lfslong Income Lifestle: designed for those memcers that intend to prowvids
retirement income through annuity purchase

Esch of these Lifestyle options holds the same underlying investment fungs as the Passive interim Lifestyle
Strategy it the eady vears of memoership, However, in the final 7 vears to MAA they are tailored o reflect

the target retirement income option.

Memoers can aso self-seiect individual funds to invest in. These consist of the corsttuent fundz of the
lifestyie orogrammes (referred to above as well as four further funds, details of which are set outin the
section below,

Choosing investments

The Trustee nas apoointed Scottish Widows to carmy outl the cay-fo-day invertment of the DT Seclion, As
the default cption and range of lifestde strategier are designed and implemented by Scotlish Widows,
Scotiish Widows is responsibie for selecting the urderyving fund managers. The Trusies seleds the fund
manager: for all other fund: offered through the DC Section,

The investment managers to the D Secion are currently BlackRock ang Columbia Threadneedie, both of
which are suthorized and regulated by the Financial Zonduct Authority

The irvestment benchmarks and objectives for 2ach fund are given below:

Fitri T
¥y
BlackRack Sw Muit-Azzety S Pacsive Mulli Asset Vv Provide capital growth
Compasite Benchmark gver the iong term
SW Mutti-Aszel iy S Pasaive Multi Azset IV Provide capitsl growth
Zomposite Berchmark overthe long term
5w Muik-gozet !l 5 Paszive Wulti Asset B Provide capital growth
Composite Berchmark aver the long tarm
¢ Tha SHERE ¢ HE 5100y Ay
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over the ipng term
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Sefledt 1o some cegres
the change: in the cost of
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higher return cwer the
longer-erm

Toprovide 2 higher
refum over the longer-
term (compared to the
oher LIPS funds svailagls
To prowide seturas linken
to the song markets that
refledt to some extent.
movemerts in

the oricz of buying 3n
annuity
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of refurn

of the invesment manager: wil be monitores as frequently as the Trustes consiaers
The menitoning takes into account koth shot-term
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5.

Fee agreements

The arnual fe2 arrangements with the investment manzgers are summarised below:

Passive Muli- 2szet S 0.083% 0.503%
Pazsive Muld- Aszet IV oA41% 0.0%d% 0,504
Fazsiee Muli- Aszet 1 420% 0.097% 0.5:7%
Fassive Muld- Aszet il 2420% 0.084% 0.514%
Facsive Muld- Aszet CA10% 0.093% 0.503%
Pazsive Arruity Purchaze 231 S410% C0ES % 0,493%
Maney Market 251 Cadl% 0.136% 0,596%
LIPS Balanced Growth CA410% O0Ee% 0.456%
1IPE Equity Growth CA1L% 0.064% 0494%
UPS Morey Market 3.360% G.140% 05002
IUPS Pre-Retirament CA1% 0.087% 04973

The Trustee revigw: these charges pertodically as part of the Valueg for Member aszessments,

Additional Voluntary Contributions (AVCs; for the
Defined Benefit {DB) Section

Tne Trustee offers members of the DE Sechion the ability to acorue addiionsl retirament payments through
an AVT poiicy. Thiz AYC policy is managed by Prudendal and all AVC benefits are investes in the Prudentia:
With Profic Fund,

A With Profits Fung is 3 pooled investment vehicle, which combines the azsets of all investors to provide
exposure to a rangs of azset dlasses. The fund 2 manzged in line with its published Principles znd Praciices
of Firancial Management (PPFY however the orovider does have some discretion over how this is
achieved,

The value of 3 With Profit fund is net directy inked to the value of the underhving ssseta, instead, returms
over the peried are smoothed by retaining some profits in periods of higher growth angd paving out more
during pericd: of lower profits, This smoothing = achieved through a combination of reguiar bopuses and
firal bonuses,
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Reqular benuzes are pald annually and represent the amount that the with profit fund manzger belisves
aopropriate to be paszed an W members, There s uzually no guarantes that regular bonuzes will paid.
Once oaid however, they carnot be Taken away provicing the memiber keegs thelr investment in the oolicy
until ratirement or death,

Firal bonuses (alzo snown as =iminal Sonuszes) may be zdded when bensafits are gaid These are nok
guarzntesd and will depeas on a vadeh: of faciors including the fund performance over in2 percd,
bonuse: already paid, expenses el
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The Ungersity of Warwizk Person Semams 1

Section 1: Introduction

Underthe Pensions Aot 1595 (as amended hy the Pensions Act 20041 trustees are required to
prepare a statement of the orinciples goveming investment decigions. This Zocument contains that
stalement and deseribes the invesiment principles pursusd by the UPS Pension Trusiee Limiled the
Trustae™ of The University of Warwick Penzion Scheme DB Section (fhe Scheme™,

132 The Trustes nas consulied the University of Waraick (ne Smployer™ on the principdes sat out in this
statement and will consult the Emigloyer on any changes to it Howswer, the ullimate power ang
responsibitity for deciding investment policy iss solely with the Trustee.

1.3 Before drawing up thiz statement, the Trustes has obtained and considersd written agvics from the
Scheme's OB investmert consultants (curently Wilis Towers Watsoni The Trustes will review this
document reguiarty, atlzast every thres years. and without celay fellowing a sigrificant change in
investment oolicy.

Financial Services and Marke:s Aot 2000

.4 in accordance with e Financial Services and Markets Act 2000, the Trustes will set general
investment policy, but will delsgats the responaibility for the selection of specific investments 1c an
appointed investment manages or managers. Thg invastment managens) shall provids the skifi and
experiss necassary io manags the investments ¢f the Scheme competently.

] The Scheme operates for he exclusive purpese of oroviding retirement benefits and death bensfiz o
eligible paricipants and beneficiaries (Membsrs™.
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The Urrversite of Waraick Peoson Sonems 2

201 The Trustee has ulimate responeibility for dacision-making cn inveatment matters. In grder to snsurs
that invesiment decigions are (aker orly by cersons or srganisations with the skille. infermation ana
resources necessary to taks then sffectively. the Trustee 2zlegates some of tiese responsaibilites.

22 inparticusar, the Trustes delegates a number of fasks to an Investment Sub Commiittse (1527 az well

ag a Delegated Chisd vesiment Tfficer DT

\Wated

Willis Towers

, the lafter function being carres out by

Trustes toles and responsibilities

23 he Trusies s primary ‘investmient rois and responsibiiiny ig 1o set the overail evrategic investment
Obje..,tlv =5 for the Scheme, including a dsk & ‘.ldg-a'.. renm targst, sustzinable investrment policy, broad
slrateqic ssset sllocation policy, and broad risk-managemeant framswars for the Scheme daking advice

from the [5C gng DCID), anc ensudng 1hat these objectives remain ascropriate over Ime.

24 The Trustes dP‘egates a number of resgensginifities 1o te 15C and OCED {as ot cut Below!. Howsver,
the Trustes resenves e Adgint o make decisions ca all such matiers sulyact to informing the 15C and
CClO as soon ag cracticatie atter a fecisicn has been taken.

IST rodes and responsibilit

25 The ISCs roles and respongitiliites inclucs

~  &ssisting e Trustee in develosing an aporopriate overall invesimeant risk budget, returrn target
sustainanie investment policy. broaa strategic asest allocation policy, and road risk-management
framewiork for the Scheme.

- Monitesing the overall crogress of the Scheme ans the undertyl ng investment riskireturm balance
raiative to the Trustes's strategic ohiectves and paramsters, and reporing to the Trustes on an
agresd frequancy.

- Monitoring the activity and performancs of DCKS for the services srovided ag set out in DZI0's
agreement with the Scheme, and reporiing to the Trustes on an agreed fragqueangy.

DA roles and responsibilities

28 The Trustee nas celegaied reeponsinifity to the DCIC 1w implement the Trusies’'s agread invesment
slrateqy, INciucing making cerain decisions ancut investments (as eet out in the Fidusiany
Management and lnvestmant Tonsulting sem eg Agreement (the ug eement; with effectve dats of 1
Aprit 20121 in complianes with Sactions 34 and 28 of the Pensions Act. In padizular. as gan of the
Agreement the Trustes sets out (3N Updates as and when csemed approprats specific Investment
Guidelings for the DCIO within which to operate. The DCIO corsigers the Agreement, Investment
Guidelines and $he Trustee's policies set out within his statement when camying cut ite role ana
responsibiities, which snsures acoropriate incenivisaticn and aligameant of decigicn-making with e
Trustes's oversll Zajectves, strategy and cclicies.

» .=

2.7 The DDICs roles and responsikilites include:
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The Unversity of Warwick Person Sorame

)

- Assisting the 15C {and, where approoriate, the Trustes in the cevelopment of an overall invesiment
riax hucget. retum target, sustainaile investmeant policy, road strategic asset aliscalion policy, and
broad risk-managament framework for the Schame.

—~  \Nithin the constraints of the agresd invastment guidelines:

& determining asgst allecation

e liabilty nedging desion and imalementation

& refiecting Environmental Sceial and Govermance and broader sustainalde investment
cengiderations in the cortiolio fek management process, including both capital allesation and
stewardshiplengagement

®  salzgting and Ss-selzcling investmsnt managers

®  imoiementing all asset transitions (including rebalancing .

- Leading and completing negefations of investment manager agreements. including:
®  agreeing inveatment anc commercial terms
& obtaining, considering and acting on iegal advics as appropriate
& ex=cuting agreements on the Scheme’s benalf under a Power of Sttomey.

1

Underlying Investment Managers
28 Each underying investment manager's responsibilitias include:;

~  [Ciscretionary managemeant of the porfolio, including implementation (within agrasg guidetines) of
changes in the asset mix and selecting securities within sach asset class.

- Providing regular statements of the assets tney manage.

-~ The independent safekeesing of the assets and agoropriate administration (including income
ccllection and comorate actions within any pooled funds used by the Scheme.

lodal Custoalian and Performance Measurer
24 The Scheme currently contracts & global custodian, wnose responsibilities include:

- Registenng the Scheme's investmant holdings.
~ Providing indepenrdent transaction activity and valuaticn reperting on a monthly basis.

- Providing performancs measurement ssrvices.

230 The Trustee currently uses a single fim for both actuaral advice and investment advisory and fiduciary
management services as it believes thie arrangement has certain advartagses for the Schems, such as
cenmmicn medsls heing used for investment and funding purposes as weil s ease of communication
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I

The Ureersity of Warwick Persca Sorems

bebaeern lead advisers, both of which Llitimately facilitaie joined ao funding and investmen: journsy
planning.

Sicheme Actuary
217 The Schame Actuary's responsibilities include:

~  Performing the ennial cor more reavsntly, as reguired) valuations of the Schame and advising on
the approprats contibution levels for fhe funine.

- Liaiging with the investment consuitant an the suitability of the Schenis's investimant strategy oiven
the Anancial charzetenistics of e Scheme.
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oy

The Unwersity of Wareizk Person Senams

Section 3: Long-term objectives and
Investment strategy

Sihems obj

R The long-term ciiectve of the Trustee is for the Scneme to be fully funded on a gilt + 0.25% basis
(which is taken 1o be the same basis as that underlying he techrical crovisions but using a gilts +
0 25% ciscourt rate to aseess the lianilfties) by the year 2028

32 The Trustes Will review thie performanca obigclive regulardy and amend as apprepriats.

33 The Trustes tares advice to determine an approprate investment strategy for the Scheme consisiant
with the anove leng-term funging oupsctive. This inciudes a fisk Hudget and retum targst and a rangs
of invesiment paramieters, which are set cuiin 3 zet of Invesiment Guidelines. The DCIC then
imolements the agreed strategy by managing the Scheme's porifciio in ling with the agresd Investment

Guidelines.
34 The investment strategy makes use of

- arangs of inefruments that sesx to match changes in Fability values

—  adiversifiad range of return-seeking assets, including a spectrunt from index-tracking to actvely
managed portfolics

- arange of sustainable investment practices jsee below), recognising that this is part of good
firancial fisk managensnt.

The balance within and between fhese invesimenis will be determidned from time ¢ ime with regarz o
miaximiging the chance of achieving the Scheme's funding and investment ohiectives.

o
W

36 The Scheme will hold assets in cash ang othsr meney market instrunents from time o time as may be
deemad approprate.
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Lo )

Section 4: Other investment policies

The Trusiee ales faces ciner requirements relating to investment, e they legisiative or considerad hest
pracice.

4.4

0sing investments

The Truates has 2elegated responsibility for the seiecton and deselecton of invesimanis, ana the
ongoing management of relationshics with aeset managers 1¢ the DIIC within Ihvesimen: Buidelines
eet by the Trustes. The DCIC will ensurs that, in aggregate. the codfolic | 3 th the policies
8210ut in this stalement and that the investment coisctives and guidelines of an wioval
manager’mandsts are alsc consisient with those policies selevant to the mandatz in queston. The
Trustee congiders the OCHs serformance in carnying out thess responsikilities as cart of its ongoing
oversight of the CCIC

The Trusies expects the DCIO to appoint investment managers with an sspactation of a long-tem
partpsrehip. which encourages active ownershic of the Scheme's assets. When assessing a
manegers perormance, he Trusies sxpscis the DO 1o focus on longertern cuicomes,
ommansurats with the Trustee's position as a long terms investor. Corsistent with inis view, the
Trastes coes nat 2xpect that e DCIC weuld terminats a manager's appoiniment based pursly on
s term periormance but recognises that 3 manager may be terminated within & snort timeframe
due ta other factors such as @ gignificant change in business erruciure or the invssiment izam. The
Trustes accpds the same leng term focus as pent of its ongoing oversight of the TCID.

For most of the Sensme's investments. the Trustee expects the DT to appoint managsrs with a
madium o long time horizon, consistent with e Scheme. I cadicular areas such as equity and crasit,
the Trustes sxpects the DCIC o work with managers whe will use fhsir eagagement activity to drive
imarovead cerformance over medium to bong term pericds within the wider contaat of long-terns
gustainan’e investment. The Trustes notes that e DIIC may invest 't candain strategies whare such
engagement is not deemed accropriate or possinle, sus to the nature of the swategy andior the
investment time horizon underying decisicn making. The Trustes expacts that tie appropriateness of
the Scheme's allesation 1o such mansatss is cetermined in the context of the Schame's cverall
olbjectives.

The Trustes expecis the DCID to assess the alignmeant of the Scheme’s underying managsrs’
approach to sustainabile investment (including engagements with its own before making ar investment
o the Scheme's behalf. In additicn, 1he Trustee expscte the DTIZ o review the managers approach
to sustzinanis investment finchiding engagement) on a regular basis and engage win the manager 4
ercdrage fuither alignment as appropriate. This menitoring process insludas scecifc consideration of
the sustainatis investeatESG charactenstics of the portslic and e managsrs’ 2ngagement
anmvities. f, following engsgement. the IO considers that the degres of alignnent renains
ungatsfactory, the Trusiss sipects the DCIO to desslzct the manager.

The Trusies sxpects the DCED to consider the fee structures of asset managers and the alignment of
imaresis created by insse fa2 structurss as cart of s investmiant decision making process both at the
appoinimeant of an assst managsr and on an ongaing sasie. Asost managers ars gensraily paid an ad
valoren fa2, in fins with nomal markat sractios, for o ghven scope of services which includes
censideraticn of long-term factors and engagement. The Trustes expacts the DCIC o2 review and
report 00 e Costs incwTss in managing the Scheme's assets regularly, which inclugss the costs
associated with portfolic tumaver, In assessing the appropriateness of the portdclic nrnover costs a1
an indivicual manager level, 112 Trustee especte the DCID to have regard to the actual portfalin
turngwer ane how this comparss witn 12 sxpectad tumever range for that mandate.
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Responsible investing, stewardship and sustainability
4.6 At the ime of writing the Trustee is &t a relatively sary stage in develezing e policy with regarde i

the new regulatory recuirements on reszonsitle investing, siewardship and sustainaiility. As
developments cocur, the Trustes will review ds policy in this arsa and amend it from fme to time.

47 The Trustee believes long-term sustainability to be an important ang reievant issue to consider
throughout the investmient crocess. In particular the Trustes recognises that:

- aninvestments firancial succass can be influenced by 3 wide rangs of fackors inciuding
envircnmental, sccial and governance [E5G! issues and stewsrdshic

- ESG considerations and stewardship are fersfors imponant agsects of responsibie financial fgk
management in order to protect the value of investments and should improvs leng-term member
financial sutcomes.

4.8 Where ESGE factors, stswardshiz and oroader sustainable investment considerations are deened to be
fnanciaily material the Trustee believes that they should be taken into aceount within the investment
decision-making process, The Trustse may consider non-financial matters as part of its overall
decision making and seting of investment strategy including as and when views are proactively raised
by memiers, and will continus to moniter and review its asoroach in this area

449 The Trustes will consiger ESG and stewardship using information fron their advisers, investment
managers and industry spacialist bodies and in deing g0, consider whether to review s can policy and
procedures. The Trustee wili regert on ESZ and stewardehip at least annually, making this avaitable to
miembers.

410  The Trustes sesks to apply the principles outlined above via the sgiection and monitering of the DCIC
[and its asecciated apgroach to ESG ang broader sustainability isaues. as set out below:. In particuar,
the Trustes has delsgated:

=S

- invsstment manager selection. de-selecticn and monitaring o the DCID

-~ the s=lection, retention and realisation of investments to the D20 and in fwm to the Scheme's
investment managers {in accordance with the Finandial Services and Markets Act Z0DC, the
seisction of specific invesiments is delegated o imvestment managers)

- responsibility for the exercising of rights (including veoting righta ! afiaching o investnrents to e
Seheme’s investment managers.

417 TheDOiC:

-~ hias a dedicated Sustairable Investment resource and a network of sulyjsct matter expens

- considers a range of sustainable investmant fastors. such as, sut not limited to, those arising from
ESG considerations, including climate change, in the cantext of @ broager risk management
framewcrk, The degree (0 which these factors ars relevant 1o any given strategy 15 a function of time
horizen, investment style, ohilusophy and particular expesures, which the DIZIT takes inlo account
in e assessment

- has appeointed Hermes ECS to undertake pubic policy engagement on its iehalf

www.barnett-waddingham.co.uk

RESTRICTED



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2020

Appendix 2 - DB Section Statement of Investment Principles (Cont)

The Unversity of Wareizk Person Sorars

[y %]

engaces with unterying managers whers approgdate regarcing 1air agsroach 1o stewarsship with
raspect ¢ relevant matters incluzing casital structure of investes companies, actual 3ns potential
conficts, other sianeholders and 256G impact of underlying holcings

ully emibeds the consideraticn of ESG issues in the investment manager e2'ection and portfolic
management process. with oversight underiaker on an ongoing Hasis:

e whilst noting there may be Imitations for each invesiment manaoer and asset strategy, e
CCIZ supects investment managers to have ESG processes that alion with e invastment risk
and return charactersics of the strategy

® whera an investment manager's processss ars ceemed insufficient y the DCET and the
investment manager does not take steps to Improve their appraach, the invesiment managers
position in the cordclic may be reviewad andicr a decision may e taken 0ot 12 crocead with
an investment

® the DCIo encourages and sxpacts e Stheme's investment managers 10 sign up to local or
other agplicabls Stewardehip Codes, In kescing with gond oractice, subjsct to the exmentof
materiality ior centain asest flasses

i= el @ signatory to the Princioles for Responsibie Investment (PRI and the UK Stewardship Code
and is acively involves in extemal collaboraticns and inttiatives,

Liguidity and realization of investments

4.2

$a
3
£

The Scheme s administrater (currently Bamet ‘Waddingham LLF | assesses e tkely zensfit outao on
a regular basis and enaures that sufficient cash ressrves are availanie.

The Trustee's policy is that thera shoubd e sufficient secure investmants in liguic or readify-realisable
assets o meel casnfiow regquirements in the magjority of foreessable circumstances so that realisation
of assets will ot disrupt the Scheme's overall investment policy.
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Section 5: Risk management

£ The Trustes recognises 3 number of risks involved in e Invaestment of the assets of the Schams:

- Solvency rigk and mismatching risk

®  are measured through a2 qualitative and quantitative assessment of the exzested development
of the assets relative o he labilities under surent and aliernatve investment policies

®  are managec through aseessing the progress of the actual growth of the asssts relative to
liabilities under current and alternative investment policies.

~  Manager risk

® iz measured by the expected deviation of the prospective risk and retum, as set cutin the
managers cbjectives, relative to the investment ooliey

® iz managed through giversification across investment managers and by the ongoing monitoring
of the performance of the inveatment manager as well as a number of qualtative factors
sucooting the managers investment process.
- Liguiidity rsk

® iz measured by e level of cashflow required by the Scheme over a specified peried

® iz managed by the Scheme’s administrators assessing the level of cash held in order to limit
the imigast of the cash fow requirements on the investment policy.

~  Cumrency risk

® iz measured by e level of overseas investmant and (e franslaticn sffsct of currencies leazing
to the rigk of an adveras influence on invesimant vakiss.

¢ s managed by reducing the transiation risk of investing overssas by hedging a progporion of
the cwerseas investments’ curency ranskation rigk for those overseas currencies that can be
hedged eficiently.
- Custodial risa
® s measured by assessing the crecit-worininess of the custodian tank ard the ahility of the
organisation to zetife tradss on time anc provide secure safekesping of the assels under
custody
® s maraged by monitaring the custodian's activities and discussing the performance of the
custodian with the investment managers whan aopropriate. In additicn, restrictions are agplied
as to wheo can authorise fransfers of cash and the accounts tc which transfers can be made.
- Politica! risk

® iz measured by 12 ievel of concentration of any cne market leading to the rgs of an adverse
influence on investment vaiuss arising from political intervention

® iz managed |y regular reviews of the actual invesimenis relative to policy and through regular
assesament of the lavele of diversification within the existing policy.
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- Sponsor dsk

& s measured by the leval of ability and willingness of the sponsor to suoset the continuaton of
the Scheme ant to make geod any curert or future defici

® iz maraged by assessing the interaction betwesn the Scheme anc the 01S0rs Husiness, as
measured by e numbsr of factors, including the credinyorthiness of the sponsor and the size
of the persian abiity relstive to the financial strength of the sponsor,

The Trustes contiouas to monitor thess risks alongside the DCIC.

n
[ghl

o N N

P L

Sigred for and on behalf of
UPS Pension Trustee Limited as Trustee of the Scheme
September 2020
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