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1. Introduction

1.1. What is the purpose of this Statement of Investment Principles
("SIP")?

This SIP sets out the policy of the Trustees on various matters governing decisions about the

investments of the Members of the Senedd Pension Scheme (the "Scheme").

1.2. Who has had input to the SIP?

This SIP has been formulated after obtaining and considering written professional advice
from Quantum Advisory ("Quantum"), the Trustees’ investment adviser, and will be shared
with the Senedd Commission.

The Trustees have decided to produce the SIP in line with best practice for funded pension
schemes.
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2. Objectives and strategy

2.1. Investment policy

The Scheme’s assets are overseen by the Trustees.

The Trustees will invest assets in the best and sole interest of the members and beneficiaries
and in a manner which helps ensure that the benefits promised to members are provided. It
has also been noted that investment powers will be exercised in a manner calculated to
ensure the security, quality, liquidity and profitability of the portfolio as a whole.

The Trustees recognise that the assets of the Scheme will consist predominantly of
investments admitted to trading on regulated markets and investment in assets which are
not admitted to trading on such markets must, in any event, will be kept to a prudent level.

2.2. Investment objectives

The Trustees, with the help of Quantum and in consultation with the Commission, carried out
a review of investment strategy following a consideration of its objectives and other related
matters in 2024. The following objectives have been identified:

e For the Scheme to remain fully funded, on a best estimate funding basis, by generating a
minimum return target.

e Ensuring a smooth funding level progression, with a low cost of failure and a low
expectation of significant unbudgeted contributions.

e The Trustees wish to avoid unnecessary complexity. A pragmatic investment strategy is
sought, which takes account of the value of Scheme assets, the current governance
structure and the payment of proportionate fees.

e The Trustees wish to delegate “day-to-day” investment decisions, as far as possible, to
third party investment professionals as they do not possess the resources, experience, or
desire to directly invest assets.

e The Trustees are aware of the growing body of evidence linking ESG issues, particularly
climate change, to good, future focused financial performance. The Trustees wish to
take into account these issues when implementing the investment strategy for the
Scheme. These considerations are further discussed in section 5.2 of this document.

e The Trustees seek to access a wide range of both passive and active funds from a range
of Investment Managers through an Implementation Solution. The Trustees utilise an
Implementation Solution through Mobius Life Limited (“Mobius Life”), after seeking
advice from the Scheme’s investment adviser. Further information on this can be found
in section 4.
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2.3. What did the Trustees consider in setting the Scheme's

investment strategy?

In setting the strategy, the Trustees considered:

the investment objective;
the Scheme's characteristics;
the annual management charges and other charges;

the fact that, contributions receivable by the Scheme may not exceed benefits and
expenses payable;

the risks and rewards of alternative asset classes and investment strategies;

the expectation that, over the long-term, equities and alternative assets are likely to
produce higher returns than bonds, but at the risk of short-term volatility or liquidity
constraints;

the need for appropriate diversification between different asset classes, especially
equity markets;

the difficulty for active managers to outperform markets, net of fees;

the financial strength and reputation of each investment manager;

the financial strength of the investment managers' custodian;

the environmental, social and governance policies of the investment managers;

the fact that the Scheme is a relatively small, fully-funded public sector scheme, with
limited influence in the investment market;

the fact that the Scheme does not have the scale to manage individual investments and
therefore relies on pooled funds; limiting the extent to which the Scheme can control its
individual investments; and

as the Scheme’s assets are invested in pooled funds, holdings can vary periodically as
the managers adjust their asset allocation. Pooled funds have been selected for the
Scheme given the relatively small asset size, which means that the Trustees are not able
to make individual stock selections, as the costs of attempting to do so may result in
higher charges and may not offer good value for money to the members or the
Commission. The Trustees will keep this under review.

2.4. What risks were considered and how are they managed?

In order to achieve their objectives, the Trustees recognise that there is a varying element of
risk in all investments. The Trustees identified the following investment risks:

not meeting future benefit payments;
investment returns in general may not achieve expectations;

the investment managers may not achieve the expected rate of return;
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e the value of liabilities may increase due to changes in actual and expected inflation;

e the value of liabilities may increase due to unexpected factors such as life expectancy;
e mis-match between the value of Scheme assets and liabilities;

e ashortfall in the liquid assets held by the Scheme relative to its immediate liabilities;

e the performance of any single investment within the Scheme assets may
disproportionately affect the ability of the Scheme to meet its overall investment
objectives;

e misappropriation, unauthorised use or mis-delivery of Scheme assets; and

e ESG factors; including climate change; could adversely impact the value of the Scheme’s
assets if this is not given due consideration and/or misunderstood.

The Trustees recognise these different types of risk and seek to minimise them as far as
possible using regular monitoring of investment performance, through a policy of
diversification, by taking account of future payments and by regularly reviewing the
appropriateness of the investment strategy against the Scheme’s objectives.

Given the complex and correlated nature of these risks, the Trustees consider them as part
of each formal investment strategy review. Some of these risks may also be modelled
explicitly during such reviews.

2.5. Investment strategy

The Scheme’s assets are currently invested with multiple investment managers, in a mix of
passively and actively managed collective investment funds which are managed against
appropriate benchmarks relative to the strategy.

The Scheme allows the investment managers to use derivatives for efficient portfolio
management and risk reduction purposes.

The Trustees recognise that the assets of the Scheme must be properly diversified in such a
way as to avoid excessive reliance on any particular asset, issuer or group of undertakings
and so as to avoid accumulations of risk in the portfolio as a whole. Investments in assets
issued by the same issuer or by issuers belonging to the same group must not expose the
Scheme to excessive risk concentration.

Further details of the Scheme’s investments are set out in Appendix 1.

2.6. Fund managers, style and target returns

The funds in which the Scheme invests are pooled funds, which the Trustees believe are
appropriate given the size and nature of each section of the Scheme. Details of the funds,
managers, benchmarks and target returns can be found in Appendix 1.
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2.7. Re-balancing & cash flow

The benchmark allocation for the Scheme and agreed tolerance ranges is outlined in
Appendix 1.

The asset allocation relative to the tolerance ranges will be reviewed on a quarterly basis
through the Scheme’s quarterly reports. If any tolerance ranges are breached then the
Scheme’s investment adviser will contact the Trustees to discuss any possible rebalancing of
assets, considering the costs and possible risks to the Scheme. If a rebalancing of assets is
considered necessary, any contributions accumulated in the Trustees’ bank account (or
disinvestments required for cash flow) will be given consideration for rebalancing purposes.

The Trustees recognise that rebalancing is not an exact process; therefore, it is important to
avoid the additional costs arising from the diminishing benefits associated with trying to
precisely replicate the Scheme’s strategic allocation. In the absence of specific views on
markets, the Trustees use cash flows to rebalance assets to the strategic asset allocation.
Investments and disinvestments are made so as to assist the Scheme in maintaining the
strategic asset allocation.

For the avoidance of doubt, the rebalancing procedure is with recourse to the Trustees.

The Scheme receives contributions which are currently larger than routine benefit
payments. However, it is anticipated that this situation will change over the course of the
next few years. The Trustees recognise the unpredictability of future benefit payments
given: (i) they are estimated based on assumptions set by the Scheme’s actuary; and (ii)
given their occupations (and uncertainty around elections), the members of the Scheme do
not typically adhere to the normal retirement age. The Trustees acknowledge this feature
and have noted the potential for future liquidity and cash flow management.

The Scheme maintains a Cash fund which the Trustees, during times of high cash flow
requirements (such as those before an election), may make use of for cashflow purposes.
Further details on the Cash fund can be found in Appendix 1.
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3. Appointment of investment managers

3.1. How many investment managers are there?

The Trustees have decided to appoint six investment managers and eight funds. The
Trustees invest in two Diversified Growth Funds (“DGFs”), a Private Markets fund, two Equity
funds, a Property fund and a Multi Asset Credit (“MAC”) fund. Furthermore, the Trustees
maintain a Cash fund for cash flow purposes, which does not form part of the Scheme’s
strategic asset allocation. All of these funds are accessed via the Mobius Life
implementation solution.

3.2. What formal agreements are there with the investment
managers?

The Trustees select investment managers and funds which are appropriate to implement
the investment strategy.

The Trustees have signed a policy document with Mobius Life on behalf of the Scheme.

The relationship with Mobius Life and each underlying investment manager is open ended
and is reviewed on a periodic basis. The Trustees keep the appointment of Mobius Life and
all investment managers under review and will seek to replace any managers, or funds,
which no longer remain appropriate to implement the Scheme’s investment strategy.

3.3. What are the investment managers’ responsibilities?

The investment managers are responsible for the day-to-day investment management of
the investments and are responsible for appointing custodians if required.

The managers are authorised under the Financial Services and Markets Act 2000 to carry
out such activities.

3.4. Custodians and administrators

The Scheme’s investments are through pooled investment vehicles. There is, therefore, no
need for the Trustees to formally appoint custodians as the investment comprises policy
units rather than the underlying stocks and shares. However, each manager has appointed
a third party for the safe custody of assets held within the policies.

As all of the funds are held via Mobius Life, custody of the assets is held under the Mobius
Life name.
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4. Implementation solution

4.1. What is an implementation solution and why use it?

An implementation solution is a service that enables pension schemes to buy, sell and hold
their investments all in one place. This allows greater flexibility and efficiency when
switching investments as the Scheme strategy changes or fund managers have to be
replaced.

The centralisation of funds also allows consolidated reporting to be obtained more easily
and more regularly, assisting in ensuring that an investment strategy and associated flight
path can be effectively tracked and monitored. All of these features allow pension schemes
greater administrative efficiency, enhanced ease of strategy implementation, potential for
access to wider fund universe, and potential fee reductions through economies of scale.

4.2. How to access an implementation solution?

Pension schemes enter into a unit linked life policy through a Trustee Investment Policy
(“TIP™). The policy’s value is linked to the underlying investments, which the implementation
solution provider, in this case Mobius Life, has been directed to purchase. Mobius Life is
responsible for investing into the underlying funds and takes responsibility for the
relationship with the underlying fund managers. This includes transactions, reporting and
governance. This differs from a traditional relationship that a pension scheme would have
had with their fund managers where they would have invested directly with these managers
and maintained a number of these individual relationships.
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5. Other matters

5.1. What is the Trustees’ policy on the realisation of investments?

The investment managers have discretion over the timing of realisation of investments of the
Scheme and in considerations relating to the liquidity of investments.

When appropriate, the Trustees, on the Secretariat's recommendation, will decide on the
amount of cash required for any outgoings and inform the investment managers of any
liquidity requirements. In the first instance, the realisation of investments will be used to
rebalance funds to the target asset allocation set out in Appendix 1.

5.2. What is the Trustees’ policy on Financially material
considerations, non-financial matters and stewardship
policies?

5.2.1. Financially material considerations

The Trustees acknowledge the potential impact upon the Scheme’s investments (both in
terms of risk and return) arising from financially material matters. The Trustees define these
as including, but not limited to, ESG factors (including climate change).

With specific regard to ESG factors, the Trustees consider how these are integrated into the
investment processes when: (i) appointing new investment managers; and (ii) monitoring
existing investment managers. The Trustees also periodically consider publicly available
ESG related publications pertaining to the incumbent investment managers. Furthermore,
the Trustees review the ESG credentials of the managers through the Implementation
Statement and questions their investment adviser on the managers’ approach to ESG at
Trustees’ meetings. The Trustees will continue to ensure that ESG principles are embedded
in their investment processes.

The Trustees also actively consider ESG factors when determining future investment
strategy decisions. In doing so the Trustees will be mindful of the need to comply with the
investment objectives set out in section 2.2 and recognise the risks set out in section 2.4.

The Scheme incorporates ESG considerations when selecting its equity funds, their DGFs,
private markets fund and MAC funds The Trustees will over time, and based on professional
advice, continue to invest in pooled funds which align with their ESG beliefs.

The Trustees have agreed and set ESG criteria fo measure the investment portfolio against
and will continue to seek to reduce exposure of the portfolio to the oil and gas sector over
time.
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5.2.2. Stewardship

The Trustees acknowledge the constraints that they face in terms of influencing change due
to the size and nature of the Scheme’s investments. They do, however, acknowledge the
need to be responsible stewards and exercise the rights associated with their investments in
a responsible manner.

The Trustees undertook a review of the Scheme’s stewardship priorities in 2024. Whilst the
Trustees feel that all ESG matters are important, they decided to focus its stewardship
efforts on:

¢ managing climate-related risks, as the Trustees recognise that a rise in global
temperatures could have an adverse effect on the Scheme’s investments; and

e board diversity/structure, as the Trustees recognise that a good level of diversity in
company boards can help improve long-term returns for investors.

Furthermore, the Trustees recognise that investment managers commonly provide voting
information on these two areas, which will allow the Trustees to assess whether or not their
voting activity aligns with these priorities. The Trustees will monitor and discuss instances
where the investment managers’ voting activity does not align with these priorities, and seek
to understand the reasons for this in the first instance. The Trustees will then escalate the
matter if it persists and may review their holding in the fund if this is deemed appropriate.

The voting and engagement for each fund is managed by the investment managers, who
each have a strong history of active engagement and who were selected by the Trustees in
part because of their active voting and engagement policies. Further details on the
approach these funds use is provided in the Scheme’s Implementation Statement.

The Trustees consider how stewardship factors are integrated into the investment processes
when: (i) appointing new investment managers; and (ii) monitoring existing investment
managers. The Trustees review the stewardship policies of the managers through the
Implementation Statement and questions their investment adviser on the managers’
approach at Trustees’ meetings. The Trustees will continue to ensure that the stewardship
policies of the managers are embedded in their investment processes.

5.2.3. Non-financial matters

The Trustees consider non-financial factors (where members have been forthcoming with
their views), however, the Trustees do not employ a formal policy in relation to this when
selecting, retaining and realising investments. The Scheme’s Secretariat communicates with
members using various means which to date have included newsletters and drop-in
sessions which invite members to get in touch with the Scheme and express their views.
Views represented to the Secretariat are fed-back to the Trustees.

5.3. How are the various parties who are involved in the investment
of the Scheme's assets remunerated?

Quantum is remunerated on a fixed fee basis. Quantum does not receive commission.
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The Scheme invests in pooled funds. The Trustees note that the investment strategy and
decisions of the fund managers cannot be tailored to the Trustees’ policies and the
managers dare not remunerated directly on this basis. However, the Trustees, with the help
of Quantum, set the investment strategy for the Scheme and select appropriate managers
and funds to implement the strategy.

The Trustees do not directly incentivise the investment managers to engage with the issuers
of debt or equity to improve their performance. The Trustees do, however, expect the
investment managers to participate in such activities as appropriate and necessary to meet
the investment objectives of the respective fund. The funds utilised typically include an
objective that is expected to result in a positive return over the medium-to-longer term and,
as such, the investment managers engagement with the issuers of debt or equity is expected
to be undertaken so as to target medium-to-long term value creation.

The Trustees consider the fees and charges associated with each investment before
investing.

The investment managers are remunerated on a fee that is calculated as a fixed
percentage of the total Scheme funds they hold under management. The private markets
fund has a performance related element to its fee, which is based on outperformance
relative to a high water mark. This structure has been chosen to align the fund managers'
interests with those of the Scheme. In addition, the fund managers may pay commissions to
third parties on trades they undertake in the management of the assets.

Mobius Life are remunerated on an ad valorem fee basis, which is calculated as a fixed
percentage of the total value of the Scheme’s funds they hold under management. Mobius
Life also charges a Policy Administration Fee to the Scheme.

The Trustees obtain annual statements from Mobius Life and / or the investment managers
setting out all the costs of the investment of the Scheme assets.

5.4. How do the Trustees review the performance and
renumeration of investment managers?

The Trustees have appointed Quantum to assist in the selection and ongoing monitoring of
the Scheme’s investment managers.

The Trustees, with the assistance of Quantum, will monitor the performance of each fund
against its agreed objectives. The Trustees receive quarterly monitoring reports to assess
the managers’ performance.

In addition, the Trustees review the charges applicable to each fund on an annual basis to
ensure these continue to represent value for money.
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5.5. Do the Trustees take any investment decisions of their own?

The Trustees are responsible for the investment of the Scheme’s assets. They take some
decisions themselves and delegate others.

When deciding which decisions to make themselves, and which to delegate, the Trustees
consider whether they have the appropriate training and expertise in order to make an
informed decision.

The Trustees have established the following decision-making structure:

Trustees
e Set structures and processes for carrying out their role.

e Agree structure for implementing investment strategy.
e Select and monitor planned asset allocation.

e Select and monitor investment adviser and fund managers, and satisfy themselves as to
the value for money of the respective charges.

e Review strategy performance against the Scheme’s funding objective.
e Select and monitor direct investments.

e Prepare and maintain the SIP.

Investment adviser

e Provide monitoring, reporting and advice on all aspects of the investment of the
Scheme’s assets, including implementation, and in line with the funding objective.

e Advise on this Statement to ensure compliance with best practice requirements.

e Provide required training.

Investment (or fund) managers
e Operate within the written contracts and agreements.

e Select individual investments with regard to their suitability and diversification for the
individual pooled vehicles.

e Ensure the suitability of the chosen benchmark for the respective investment vehicle.

Implementation service provider
e Operate within the terms of the written contracts and agreements.

5.6. Monitoring the capital structures of investee companies

The Trustees have delegated the monitoring of the capital structure of the investee
companies to the investment managers. The Trustees require the investment managers to
take appropriate measures for their mandates to monitor the capital structure of investee
companies.

Statement of Investment Principles - Members of the Senedd Pension Scheme |13



5.7. How do the Trustees manage potential conflicts of interest?

The Trustees consider any potential and actual conflicts of interest (subject to reasonable
levels of immateriality) at the start of each Trustees' meeting and document these in the
minutes. In addition, the Trustees undertake an annual review of the investment managers
conflicts of interest policies in their Implementation Statement.

7
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6.

6.1.

6.2.

6.3.

Review

How often are investments reviewed?

Scheme strategy reviews are undertaken periodically, typically occurring alongside
triennial actuarial valuations of the Scheme; but more frequent reviews can occur in
light of a material change of circumstances.

Investment return experience and the performance of individual funds is reviewed with
assistance from Quantum as required. Any change in investment strategy may
necessitate a change in investment managers, regardless of the underlying
performance of the funds.

How do the Trustees monitor portfolio turnover costs and
portfolio turnover?

The Trustees have delegated the selection of holdings to the appointed investment
managers. The Trustees receive an annual report from the investment managers
setting out portfolio turnover and the associated costs.

The Trustees have not set a specific portfolio turnover target for each investment
manager and recognise that the manager has ultimate responsibility for the
underlying holdings within the funds. The Trustees will, however, compare the annual
turnover for each fund and draw out any potential inconsistencies with previous years
with the investment managers to ensure the investment manager’s process and
philosophy remain consistent.

How often is this SIP reviewed?

The Trustees will review this SIP at least every three years and following any
significant change in investment policy.

Signature Name

For and on behalf of the Trustees of the Members of the Senedd Pension Scheme.

Date
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7. Appendix 1 — Investment strategy and managers

This table sets out the Scheme’s strategic asset allocation and fund managers.

Asset class

Asset allocation

(%)

Tolerance

range (%)

Equity Legal and General Asset FTSE TPI Global (ex Fossil Fuels) Equity 20.0 +/- 4.5
Management (“L&G") Index - GBP Hedged'
Equity M&G Global Sustainable Paris Aligned? 20.0
Diversified Baillie Gifford Defensive Growth?® 10.0
Growth +/-35
Diversified Troy Asset Management Trojan Ethical* 10.0
Growth (“Troy”)
Private Markets Partners Group Generations® 15.0 +/-25
Property L&G Managed Property® 5.0 +/-1.0
Multi-Asset Credit M&G Sustainable Total Return Credit 10.0
7

Investment +/- 3.5
Multi-Asset Credit | Insight Responsible Horizons Multi Sector Credit® 10.0
Cashflow
Cash L&G Cash?® --1 --
Total 100.0 --
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'Scheme relationship initiated in January 2025. 2Scheme relationship initiated in January 2025. * Scheme relationship initiated in September 2022. 4
Scheme relationship initiated in August 2025. ° Scheme relationship initiated in February 2018. ¢ Scheme relationship initiated in February 2018.7
Scheme relationship initiated in January 2025. #Scheme relationship initiated in January 2025. °Scheme relationship initiated in February 2021.
°Please note that the Scheme utilises the L&G Cash Fund for cashflow purposes (and therefore it does not form part of the strategic asset
allocation).

Managers and fund details

The table below shows the benchmarks, outperformance targets and custodians for each fund the Scheme is invested in. All funds
are accessed through Mobius Life, and the fees shown are those charged by Mobius Life, including the platform fees. The Platform
Administration Fee is charged in addition by Mobius Life.

Asset class Benchmark Objective / Outperformance target Annual Custodian
management
fee (inc.
Mobius fee)
Return seeking assets
Equity L&G FTSE TPI Global FTSE All-World TPl - GBP To track the performance of the benchmark to within 0.175% Overseas
(ex Fossil Fuels) - GBP | Hedged with exclusions +/-0.6% per annum for two years out of three. securities: Citi
Hedged Bank
UK securities:
HSBC
Equity M&G Global MSCI World Index To provide a combination of capital growth and 0.65% State Street Bank
Sustainable Paris income that is higher than the benchmark over any International
Aligned five-year period.
Diversified | Baillie Gifford UK Base Rate To outperform the benchmark by 3.5% per annum 0.35% BNY Mellon
Growth Defensive Growth over rolling five-year periods.
Diversified | Troy Trojan Ethical UK RPI To provide capital growth (net of fees), ahead of 0.90% BNY Mellon
Growth inflation (UK RPI), over the longer team (5 to 7 years).
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Private Partners Group N/7A Outperform public markets over a full market cycle 1.175%* BNY Mellon Trust
Markets Generations (typically targeting a return of 9% - 13% per annum). & Depositary

(UK) Limited
Property L&G Managed MSCI/AREF UK Quarterly All | MSCI/AREF UK Quarterly All Balanced Property 0.65% HSBC

Property

Fixed income assets

Balanced Property Funds
Index.

Funds Index.

Multi- M&G Sustainable SONIA To outperform the benchmark by 3-5% (gross of fees 0.40% State Street Bank
Asset Total Return Credit p.a.), over any five-year period. International
Credit Investment

Multi- Insight Responsible SONIA To outperform the benchmark by 4% p.a. after fees 0.25% State Street Bank
Asset Horizons Multi Sector over five-year periods. International
Credit Credit

Cash

Cash

L&G Cash

SONIA

To outperform the benchmark (before fees).

0.10%

HSBC

* The Fund is subject to a performance related fee (with a high watermark) in addition to the Annual Management Charge of up to 20% per annum.
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