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Chair's Introduction

| am pleased to present the annual report and financial statements of the Network Rail Defined
Contribution Pension Scheme (the ‘Scheme’) for the year ending 31 December 2023.

There are now 12,380 active members (12,148 last year) while the total membership (including
leavers who still have funds invested) has increased to 34,047 (from 32,276 last year). The total value
of the Scheme’s assets at 31 December 2023 was £558.2 million, an increase of £69.6 million (from
£488.6 million at 31 December 2022) in the last year.

Your Trustee Directors continued to work hard on your behalf during another year of geopolitical and
economic uncertainty. The main areas we have focussed on during the year were:

Investment Strategy

We continue to review the Scheme’s investments, in consultation with the investment adviser - at least
every quarter at our Board and Investment Sub-Committee meetings and we will also continue to call
ad-hoc meetings should the need for urgent decisions arise.

The implementation of the investment strategy changes to the default and self-select fund range,
which was deferred in 2022 due to the gilts crisis, was ultimately implemented in August 2023
following a light-touch review to ensure the changes remained appropriate.

Changes to your Trustee Board and Network Rail Pensions Team

As you will see on page 1, there has been a small number of changes on the Board since the last
report.

During 2023 Andrew Fielding (Unite) resigned as a Trustee Director and was replaced by lan Waters.
Mark Engelbretson also resigned as a Trustee Director and was replaced by Lisa Leeds. | would like
to thank Andrew and Mark for their time served on the Board and welcome lan and Lisa as their
replacements.

Robert Arnold's term as Member Nominated Director expired on the 31 March 2024. Following a
nomination and ballot process of eligible members, the successful candidate, lan Iceton, has been
appointed as the new Member Nominated Director from 1 April 2024 to 31 March 2028. | would like to
thank Robert for his time on the Board and would like to welcome lan.

| look forward to working with all of my Trustee Director colleagues as we embark on another full
programme of work in the coming year.
Samantha Pitt

Samantha Pitt
Chair of the Trustee
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The Trustee of the Network Rail Defined Contribution Pension Scheme (the “Scheme” or “NRDC”)
presents its annual report together with the investment report, summary of contributions, compliance
statement and financial statements for the year ended 31 December 2023.

Scheme constitution and management
The Scheme

The Scheme commenced with effect from 31 March 2004 as a tax registered pension scheme
established by way of a definitive Trust Deed and Rules. The Trust is managed by Network Rail
Pension Trustee Limited (‘The Trustee’), whose registered address is Waterloo General Office,
London, SE1 8SW, which also acts as Trustee of the Network Rail CARE Pension Scheme (‘NR
CARE’), established on 1 November 2008.

The Scheme is a money purchase pension scheme and is one of three pension schemes offered to
employees of Network Rail. The Scheme is used to automatically enrol all eligible employees into a
workplace pension arrangement. The Scheme runs alongside the NR CARE and the Network Rail
Section of the Railways Pension Scheme (‘RPS’).

Since the Scheme was established, there have been several Deeds of Amendment, mainly to take
account of legislative changes. These amending deeds were formally consolidated with the definitive
Deed and Rules into a new Consolidated Trust Deed and Rules for the Scheme, executed on 1
December 2011. A further revised Consolidated Trust Deed and Rules was executed on 31 January
2013 covering detailed rule changes in respect of automatic enrolment legislation arising from the
Pensions Act 2008, various other legislative changes and also to reflect current best administration
practice of the Trustee.

Trustees
Appointment of Trustee Directors

There are eight directors, four appointed by Network Rail Infrastructure Limited (the Principal
Employer), three nominated by trade unions recognised by Network Rail and one nominated by
Eligible members' of NR CARE and NRDC. The employer nominated directors are appointed by
Network Rail Infrastructure Limited at its discretion. Network Rail's three recognised trade unions
(TSSA, RMT and Unite) nominate one person each to sit on the Trustee Board and the member
nominated director is appointed following an election process.

The term of office is normally four years, but operated by rotation. These arrangements are intended
to ensure the Scheme continues to be managed effectively and also meets its statutory requirements.

The Trustee’s main duties are to administer the Scheme in accordance with the Trust Deed and Rules
and in the interests of members in consultation with the Employer as appropriate.

*Nominations can be accepted from Eligible Members. There are two types of Eligible Members; firstly,
'active members' i.e. those who are either in NRDC or CARE who are still employed by Network Rail
and in respect of whom pension contributions are being paid; secondly, 'pensioner members' i.e.
members of the CARE Scheme who have retired and are receiving a CARE Scheme pension.
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Scheme governance

There were 8 board meetings held during the year ending 31 December 2023. The table below shows
the number of meetings attended by each Trustee Director from the number they were eligible to
attend:

Trustee Directors No. of meetings No. attended

Timothy Craddock

Mark Engelbretson (resigned 1 December 2023)
Andrew Fielding (resigned 8 September 2023)
lan Waters (appointed 1 December 2023)
Robert Arnold

Paul Norris

Louise Campbell

Gary Adams

Law Debenture, represented by Samantha Pitt

00 00 00 00 O — O 0o o
0 0 OoOI~N | 00~

In addition, the Trustee has the following sub-committees:

Audit and Risk sub-committee to identify, monitor and recommend methods of managing key
risks associated with the Scheme. The sub-committee met on 4 occasions during the year
ending 31 December 2023.

Investment sub-committee to review with fund managers and the investment consultant, the
investment performance of the pension funds and make recommendations to the Trustee on any
aspects relating to the investment of the fund. The sub-committee met on 6 occasions during the
year ending 31 December 2023.

Benefits sub-committee comprises any two Trustee Directors or any Trustee Director and the NR
Pensions Manager. The Trustee has delegated authority to this committee to exercise discretion
and make decisions regarding the payment of benefits in certain circumstances where referral to
the full Board is not deemed necessary. This will usually involve deciding who is to receive lump
sums and dependants’ benefits on the death of a member and approving member requests for
early retirement on grounds of incapacity. Cases are usually reviewed by the sub-committee
electronically and decisions made via memorandum. If a decision cannot be reached, then a
meeting is convened to discuss. If there is no consensus then the case is referred and decided
by the full Trustee Board.

Changes to Scheme

During the year ending 31 December 2023, no Deeds of Amendment were executed.
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Trustee directors’ training

Since inception, arrangements have been in place to ensure that those with responsibility for the
Scheme receive appropriate training and access to information to carry out their significant
responsibilities effectively. All Trustee Directors are conversant with all of the main Scheme
documents. As part of a Trustee Director’s induction, they are provided with an introduction to each
document so that they understand the part it plays in the running of the Scheme. Directors also have
direct access to each of the Scheme’s documents to be able to carry out their duties. An annual
review of the Trustee’s training policy and individual Trustee Directors’ training needs was conducted
in order to monitor compliance with the Pension Regulator's Trustee Knowledge and Understanding
(TKU) Code of Practice.

Under the Trustee’s training policy, new Trustee Directors are required to complete the Pensions
Regulator’'s e-learning Trustee Toolkit within six months of appointment. Trustee Directors are also
encouraged to gain the Pensions Management Institute (‘PMI’) Award in Trusteeship qualification.
With the exception of the most recent appointments (lan Waters and Lisa Leeds), all of the current
Trustee Directors have either completed the Trustee Toolkit or gained the PMI Award in Trusteeship
or both. Training sessions are held at most Board and sub-committee meetings during the year. This
year the Trustee Directors have received training from various facilitators at Board meetings on areas
such as the new general code, ESG and private markets. The Trustee Directors also attend a number
of externally arranged seminars and conferences on topical matters to help develop their knowledge
and understanding to carry out their role. A full training log for each Director is held by the NR
Pensions Management.

Directors’ Continuous Professional Development (“CPD”) hours in the year ending 31 December 2023
are set out below:

Trustee Director CPD hours CPD hours

logged Trustee Director logged
Tim Craddock Andrew Fielding (resigned 8 September

29 2023) 1

Paul Norris 24.05 lan Waters (appointed 1 December 2023) -
Mark Engelbretson (resigned
1 December 2023) 20 Robert Arnold 50.25
Louise Campbell 15.5 Gary Adams 22.25
Lisa Leeds (appointed 8
January 2024) -

In addition, Samantha Pitt, representing Law Debenture, is a fully accredited professional trustee who
is required to complete a minimum of 25 hours CPD per year.

Trustee Advisers

The Trustee must appoint suitable professional advisers and give full consideration to the advice it
receives. The Trustee’s appointed advisers are listed on pages 1 and 2.

The Trustee continually monitors the performance of its advisers and undertakes formal reviews when
deemed necessary.
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Financial developments and financial statements

The financial statements included in this Annual Report and Financial Statements are required by the
Pensions Act 1995. They were prepared and audited in compliance with regulations made under
sections 41(1) and (6) of that Act.

A summary of the Scheme’s Financial Statements for the year ended 31 December 2023 and the prior
year ended 31 December 2022 is set out in the following table:

2023 2022

£000 £000
Member related income 46,040 43,088
Member related payments (20,880) (15,332)
Scheme expenses (14) (16)
Net additions from dealings with members 25,146 27,740
Net returns on investments 44,441 (80,272)
Net increase in the fund during the year 69,587 (52,532)
Net assets at start of year 488,638 541,170
Net assets at end of year 558,225 488,638

During the year ending 31 December 2023, there were no significant developments affecting the
financial position of the Scheme.

Recent events - going concern

The Trustee reviewed the Scheme’s investment strategy in 2022/23 to ensure it remains appropriate
to the Scheme’s members, changes were implemented in August 2023 following this review. The
Trustee continues to monitor closely its investment strategy and is well placed to make amendments if
necessary. The Trustee continues to review the impact of current issues such as the gilt crisis and
market volatility on the Scheme’s investments via advice from its Investment Advisor.

The Trustee Directors have continued their training programme with regular training sessions at Board
/ Committee meetings, and attendance at a number of industry seminars, webinars and conferences
during 2023.

The Trustee has undertaken an annual going concern review and is of the opinion that these financial
statements are appropriately prepared on the going concern basis.
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Statement of Trustee's responsibilities

Trustee's responsibilities in respect of the financial statements

The financial statements, which are prepared in accordance with UK Generally Accepted Accounting
Practice, including the Financial Reporting Standard applicable in the UK (FRS 102) are the
responsibility of the Trustee. Pension scheme regulations require, and the Trustee is responsible for
ensuring, that those financial statements:

. 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 its assets and liabilities,
other than liabilities to pay pensions and benefits after the end of the Scheme year, and

. contain the information specified in Regulation 3A to The Occupational Pension
Schemes(Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996, including a statement whether the financial statements have been prepared in
accordance with the relevant financial reporting framework applicable to occupational pension
schemes.

In discharging the above responsibilities, the Trustee is responsible for selecting suitable accounting
policies, to be applied consistently, making any estimates and judgements on a prudent and
reasonable basis, and for the preparation of the financial statements on a going concern basis unless
it is inappropriate to presume that the Scheme will not be wound up.

The Trustee is also responsible for making available certain other information about the Scheme in the
form of an Annual Report.

The Trustee also 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 including the maintenance of an appropriate system
of internal control.

The Trustee is responsible for the maintenance and integrity of the pension and financial information
included on the Network Rail Defined Contribution Pension Scheme website.

Trustee's responsibilities in respect of contributions

The Trustee is responsible under pensions legislation for securing that a payment schedule is
prepared, maintained and from time to time revised 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 Trustee is also responsible for
keeping records in respect of contributions received in respect of any active member of the Scheme
and for adopting risk-based processes to monitor whether contributions are made to the Scheme by
the employer in accordance with the payment schedule. Where breaches of the schedule occur, the
Trustee is required by the Pensions Acts 1995 and 2004 to consider making reports to The Pensions
Regulator and the members.
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Contributions

The Scheme Rules require that the Employer will contribute the appropriate percentage of the
member’s Pensionable Earnings, basic pay plus London or South East Allowance, corresponding to
the rate of contribution chosen by the member as follows:

Members’ Contribution Employer’s Contribution
% of Pensionable Earnings % of Pensionable Earnings
0% 3%

1% 4%

2% 5%

3% 6%

4% 7%

These rates are now subject to a minimum contribution underpin introduced for qualifying employees
under automatic enrolment legislation (set out below).

Automatic Enrolment into the Scheme

Automatic enrolment legislation was enacted via the Pensions Act 2008 and subsequent Regulations.
The Principal Employer, with the agreement of the Trustee, resolved to use the NRDC Scheme as the
qualifying scheme for automatic enrolment purposes, so that existing employees who meet the
relevant earnings and age criteria are automatically enrolled (new employees are contractually
enrolled) in a manner which complies with the requirements, unless the employee chooses to join
another Network Rail Infrastructure Limited (NRIL) qualifying scheme. Members may opt-out of NRDC
or just opt-out of the contribution underpin requirements whilst remaining in active membership.

Automatic enrolment requires minimum contributions, known as an ‘underpin’, to be paid which will be
increased over time as set out in Regulations. These are calculated using ‘qualifying earnings’,
broadly gross pay, rather than pensionable earnings. Consequently, a minimum contribution underpin
applied in the year as follows:

Minimum Contribution
underpin % of Qualifying Earnings

Member Employer
April 2018 to April 2019 3% 2%
April 2019 onwards 5% 3%
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Membership and benefits

The changes in membership during the year are as follows:

Active Deferred

members members Total
At 1 January 2023 12,148 20,128 32,276
Adjustments to prior period (74) 44 (30)
New members joining 2,668 1 2,669
Retirements - (15) (15)
Members leaving without refunds (30) - (30)
Deaths (11) (12) (23)
Transfers out (1) (719) (720)
Members leaving with deferred benefits (2,271) 2,271 -
Others (14) (31) (45)
Opted Out (35) - (35)

At 31 December 2023 12,380 21,667 34,047

Adjustments to prior year reflect timing differences between the effective date of leaving or retiring and
the actual date the administration system was updated.

Transfer values

The cash equivalents paid during the year were calculated and verified in a manner prescribed by
regulations under section 97 of the Pension Schemes Act 1993, and none were less than the amount
for which section 94(1) of that Act provides.

Investment management

The platform provider continues to be Legal & General Assurance (Pensions Management) Limited
(“L&G”) who were appointed by the Trustee on 1 January 2020.

Investment Adviser

The Trustee has formally appointed Schroder Solutions as the Scheme's Investment Adviser and
asset allocation manager.

Investment principles

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment
Principles, which sets out its policy on investment issues, including risks, performance targets,
diversification of investments and details of the key elements of the investment arrangements of the
Scheme.

The Statement of Investment Principles ("SIP") sets out how the Scheme takes into account financially
material considerations, including Environmental, Social and Governance ("ESG") factors, in its
investment decision making process.

A copy of this statement is available for inspection and may be obtained from the contact listed for
further information about the Scheme.

-10 -
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Investment performance

Performance of the Scheme’s assets against the objectives is shown in the following table:

Fund 1 year 3 years 5 years

% p.a. % p.a. % p.a.
Global Growth Fund (1) 10.9 4.2 8.2
Long-Term Target(2) 7.9 10.6 8.3
Global Multi-Asset Fund (1) 9.8 0.9 5.2
Long-Term Target(2) 6.9 9.6 7.3
Global Diversified Retirement Fund (1) 6.8 -3.1 1.6
Long-Term Target (2) 5.9 8.6 6.3
Annuity Protection Fund 7.8 -10.3 -2.1
Benchmark 3.8 -10.0 -2.8
Cash Fund 4.5 1.9 1.3
Benchmark 4.7 2.0 1.4
Emerging Markets Equity Fund 2.3 1.7 21
Benchmark 2.6 -1.3 45
Global Equity Fund 11.2 8.2 8.9
Benchmark 11.4 7.9 9.2
Aggregate Bond Fund 6.3 -7.0 -1.2
Benchmark 6.4 -6.9 -1.2
Property Fund 8.0 2.7 0.5
Long-Term Target (2) 8.0 21 1.4
Index-Linked Gilt Fund 1.7 -13.4 -5.2
Benchmark 1.8 -13.3 -5.0
Positive Impact Equity (3) 0.5 n/a n/a
Benchmark 46 n/a n/a
Infrastructure Equity (3) 0.4 n/a n/a
Benchmark 0.6 n/a n/a
HSBC Islamic Global Equity Index 27.3 11.0 16.7
Benchmark 27.5 11.3 17.2

Source: Legal & General (data, as at 31 December 2023), Underlying managers (data, as at 31
December 2023), ONS (CPI data, as at 31 December 2023). Performance is shown net of fees.

Past performance is not a guide to future returns. The value of investments and the income
from them can fall as well as rise and you may not get back the full amount originally invested.

(1) The following funds were renamed as part of the 2023 strategy review, the historic returns have
been combined in the table above: Global Growth Fund (formerly Higher Risk Fund), Global
Multi-Asset Fund (formerly Balanced Risk Fund), Global Diversified Retirement Fund (formerly Lower
Risk Fund).

(2) The Long Term Target used for each blended fund is defined in the table below. Data for this target
is sourced from ONS.

(3) The Positive Impact Equity and Infrastructure Equity funds were launched on 1 August 2023. As
such, performance metrics as at 31 December 2023 represent five months performance from 1 August
2023 to 31 December 2023.

-1 -
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The funds within the Managed Lifestyle arrangement outperformed their targets/benchmarks over the
12 month period to 31 December 2023. This was driven by a combination of strong market
performance across the majority of asset classes and a fall in inflation (from the multi-decade high
levels of inflation experienced over 2022). The latter resulted in a fall in the previously amplified
inflation related benchmarks for the Global Growth and Global Diversified Retirement Funds.
Focussing on the Pick ‘n’ Mix funds (excluding those already mentioned above):

L]

L]

The passively managed funds (Global Equity Fund, Aggregate Bond Fund, Index-Linked Gilt
Fund, Emerging Markets Equity and HSBC Islamic Global Equity Index) effectively tracked their
respective benchmarks over the 12 month period to 31 December 2023.

The Annuity Protection Fund, which invests in corporate bonds and gilts, outperformed its
comparator. Due to a recent change to this fund, shorter term deviation from the benchmark is
expected, however we would expect this fund to track its benchmark over the longer time periods,
which it continues to do effectively.

The Global Multi-Asset Fund outperformed its target over the 12 month period to 31 December
2023 as a result of strong equity market performance.

The Property Fund marginally underperformed its long-term target over the 12 month period to
31 December 2023 due to the continued economic slow down borne out of central banks' rate
hikes.

The Cash Fund performed in line with its benchmark after fees.

Return targets for the member funds are shown below:

Fund Active/Passive Benchmark/Long-Term Target

Global Growth Fund Passive CPI + 4% p.a.

Global Multi-Asset Fund Passive CPI + 3% p.a.

Global Diversified

Retirement Fund Passive CPI + 2% p.a.

Annuity Protection Fund Passive FTSE Annuities Index

Cash Fund Active SONIA
Emerging Markets Equity

Fund Passive FTSE Emerging Markets Index

Global Equity Fund MSCI World ESG Focus Low Carbon

Screened Index (50% GBP Currency

Passive Hedged)

Aggregate Bond Fund 50% FTSE A Government (All Stocks)

Passive Index,

50% iBoxx £ Non-Gilts Index

Property Fund 75% FTSE EPRA/NAREIT Developed

Passive Real

Estate Index - GBP Hedged
25% MSCI QPFI All Balanced Funds

Index-Linked Gilts Fund FTSE UK Gilts Index-Linked Over 5

Passive Years Index.
Positive Impact Equity Active MSCI AC World
Infrastructure Equity FTSE Developed Core Infrastructure

Passive Index
HSBC Islamic Global DJ Islamic Market Global Titans 100
Equity Index Passive Index

Source: Legal & General (data, as at 31 December 2023).

-12 -
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Employer related investments

As at 31 December 2023, the NRDC investment assets included £167,926 invested in Network Rail.
The combined percentage of the Employer related investments was 0.03% of total NRDC investment
assets.

Investment Strategy Overview

Following a review of the Scheme's investment strategy, the Trustee agreed to make some changes
to the fund range offered to members. These changes took place over August 2023 and are
summarised as follows:

Managed Lifestyle

. Members invest in the Global Growth Fund (formerly High Risk Fund) rather than the Global
Multi-Asset Fund (formerly Balanced Risk Fund) if further than 20 years from their selected
Target Retirement Age.

. The transition from the Global Growth Fund to the Global Diversified Retirement Fund (formerly
Lower Risk Fund) starts five years earlier, at 20 years to retirement.

e The underlying funds in which the Global Growth Fund and Global Diversified Retirement Fund
invest are changing.

. Members no longer transition to the Annuity Protection Fund in the last three years and instead
will target an income drawdown retirement option. This is where you keep your money invested
at retirement (usually with an insurance company) and take lump sums or a regular income from
it as required (please note that Scheme doesn't offer drawdown in retirement, so if members
want to take this option, they will need to transfer the value of their pension savings to another
provider).

. Investment fees are reducing for all funds in which the Managed Lifestyle invests.

Pick 'n' Mix

. The Trustee has introduced two new investment options, the Infrastructure Equity Fund and the
Positive Impact Equity Fund.

. Two new Managed Lifestyle options are available through Pick 'n' Mix which target either a
Pension Annuity or Cash at retirement age.

e The NRDC Ethical Global Equity Index fund is closing and members' investments have been
moved to the Managed Lifestyle option.

. The underlying funds in the NRDC Higher Risk Fund, NRDC Balanced Risk Fund and NRDC
Lower Risk Fund invest, as well as the names of these funds have been updated to reflect what
they aim to achieve for members.

. The underlying funds in which the NRDC Global Equity Fund invests have been updated.

The 'NRDC' prefix has been removed from the Pick 'n' Mix fund range.

L]

The Scheme's assets are all invested through a unit-linked insurance policy, designed for company
pension schemes. The unit-linked policy invests in a wide range of investments through several
investment managers. Members are provided with a choice of 13 "member funds" to invest in,
collectively known as the "investment strategy". The funds in which the investment funds themselves
invest are known as "underlying funds".

The member funds are invested in a wide range of "underlying investments" (through the underlying
funds) in different asset classes, including stocks and shares (equities), bonds, cash and other types
of investment. The value of the member funds is worked out daily and will rise or fall. Members'
investments are directly linked to the performance (after any applicable fees or charges) of the
underlying funds in which money is invested.

-13 -
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For example, members may invest in the NRDC Cash Fund - this is a member fund. This fund is itself
100% invested in the L&G Cash Fund - this is an underlying fund. The L&G Cash Fund will hold
various cash investments - these are underlying investments.

The value of the total policy is also worked out daily, based on the total number of units each member
has in the unit-linked policy. As the value of the underlying funds rises or falls, so will the value of
members' holdings in the policy. The policy can be cashed in on any working day that reflects up to
date market valuations.

The investment strategy includes several options for members. The "Managed Lifestyle" arrangement
switches members across two member funds, called Core Options, and a Cash Fund as members
approach retirement. Each Core Option is made up of a variety of underlying funds, managed by
different investment managers. Each Core Option also has its own risk and return objective, thereby
taking account of members' changing needs as they approach retirement.

For members who choose not to use the Managed Lifestyle arrangement, the investment strategy
includes a range of self-select, or "Pick 'n' Mix" funds. This range includes the Core Options underlying
the Managed Lifestyle arrangement, as well as nine funds broadly representing more traditional
equities, bonds, cash and property.

To facilitate the investment strategy, an "investment platform" is necessary. The Trustee has
appointed Legal & General Assurance (Pensions Management) Limited ("L&G") as provider and
therefore assets are held by L&G.

Over the period the underlying funds comprised a series of funds managed by professional investment
managers (the "underlying managers"): Aviva Investors, Baillie Gifford Investment Management,
BlackRock, BNY Mellon (Insight), Columbia Threadneedle Investments, Fundsmith, HSBC Global
Asset Management, Legal & General Investment Management Limited, M&G Investments, Newton
Investment Management, PIMCO Investment Management and PineBridge Investments.

All assets held by the Scheme are held through Pooled Investment Vehicles ("PIVs").
Each of the underlying investment managers has a custodian that holds assets in safekeeping.

The Scheme's assets are held in a life fund where L&G owns the assets. The Trustee holds an
insurance contract with L&G on members' behalf, where the value of the contract is equal to the value
of the underlying investments.

-14 -
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Compliance

The purpose of this Statement is to provide information, which is required to be disclosed in
accordance with Schedule 3 of The Occupational Pension Schemes (Disclosure of Information)
Regulations 1996 or voluntarily by the Trustee. The information deals with matters of administrative
routine.

Financial Advice

The Trustee is not authorised to give financial advice. The Financial Services & Markets Act 2000
states who is able to provide investment advice, and any queries relating to specific arrangements
should always be referred to a Financial Adviser authorised to give such advice. Should a member
have any other queries, relating to their own Personal Retirement Account, they should contact WTW,
the Scheme administrator, at the address shown on page 17.

General Data Protection Regulations (“GDPR”)

The Trustee is registered with the Data Protection Registrar, as required by the Act and GDPR
(effective from 25 May 2018). The Trustee continues to review its processes and record keeping in
order to comply with the Act's provisions and GDPR requirements. Other appointed service providers
must also comply with the Act and GDPR and contracts for services will reflect this as part of the
contract provisions.

From 1 January 2021, the UK GDPR came into effect which will run alongside the Data Protection Act
2018, and the EU GDPR 2018. Our obligations as Trustee under UK GDPR are fundamentally the
same as our obligations under the EU GDPR and we continue to remain subject to UK Data Protection
laws.

The Trustee is registered with the Data Protection Registrar, as required by the Act. The Trustee
continues to review its processes and recording keeping, ensuring that the Act's provisions are
adhered to. Other appointed service providers must also comply with the Act and contracts for
services will reflect this as part of the contract provisions.

Taxation

The Scheme is a registered Scheme under the Finance Act 2004. The Trustee has no reason to
believe that there have been any changes to the tax status of the Scheme during the year.

Related Party Transactions

The Principal Employer has paid the majority of the costs of administering the Scheme for the year.
Further details of related party transactions are given in note 22 to the financial statements.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2023

The Pension Tracing Service, MoneyHelper, the Pensions Ombudsman and The Pensions
Regulator

In accordance with the Occupational and Personal Pension Schemes (Disclosure of Information)

Regulations 2013, members are advised that:

. information regarding the Plan has been registered with the Pension Tracing Service

. if they have general requests for information or guidance concerning pension arrangements
contact MoneyHelper:

Address: Holborn Centre, 120 Holborn, London EC1N 2TD
Telephone: 0800 011 3797
Website: www.moneyhelper.org.uk

. if they have a complaint or dispute concerning a workplace or personal pension arrangement
they have the right to contact The Pensions Ombudsman free of charge:

Address: 10 South Colonnade, Canary Wharf, E14 4PU
Telephone: 0800 917 4487

Website: WWw.pensions-ombudsman.org.uk

Email: enquiries@pensions-ombudsman.org.uk

In addition to the above the Pensions Regulator may intervene in the running of pension schemes
where trustees, managers, employees or professional advisers have failed in their duties.

Address: Telecom House, 125-135 Preston Road, Brighton, BN1 6AF
Email: customersupport@tpr.gov.uk

In addition to the above, The Pensions Regulator regulates company pension schemes and enforces
the law as it relates to them. It has wide ranging powers which include the power to:

o suspend, disqualify and remove a Trustee, or Director of a Trustee company, for consistently not
carrying out their duties;

o wind up schemes where necessary;

. apply for injunctions to prevent the misuse and misappropriation of scheme assets and apply for
restitution where necessary.

The auditor has a statutory duty to make an immediate written report to The Pensions Regulator if
they believe that legal duties concerned with the running of the Plan are not being carried out.

Information regarding the Scheme has been given to the Pension Tracing Service. You can trace your
pension by contacting the Pension Tracing Service:

Address: Tyneview Park, Whitley Road, Newcastle Upon Tyne, NE98 1BA
Telephone: 0845 600 2537
Website: www.pensiontracingservice.com

Internal disputes resolution procedures

Members who have a complaint with regard to any Scheme matter should contact the Pensions
Manager in the first instance at the address given on page 17 of this report.

However, if the complaint is not resolved informally in this way, members may make a formal
complaint under the Trustee’s two stage dispute resolution procedure. During the Scheme year, 1
complaint was dealt with under this procedure.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
TRUSTEE'S REPORT (continued)
YEAR ENDED 31 DECEMBER 2023

Contact for further information

Details of individual benefit entitlements can be obtained from the Scheme Administrator at the
following address:

Network Rail

WTW

PO Box 545

Redhill

Surrey RH1 1YX

Email: NetworkRailPensions@wtwco.com
Tel: 01737 230487

For further information about the Scheme generally, including requests to change contributions or
AVC investment options, or any complaints in relation to Scheme matters, please write to:

Network Rail Pensions Department
The Quadrant: MK

Elder Gate

Milton Keynes MK9 1EN

Tel: 01908 781010

Email: pensions@networkrail.co.uk

Further information about the Scheme is also available at: www.mynrpension.co.uk
Any questions or comments regarding information contained in this report should be addressed to:
Claire McCarthy

Trustee Governance Manager

Network Rail Pension Trustee Limited

The Quadrant: MK

Elder Gate

Milton Keynes MK9 1EN

Email: Claire.Mccarthy2 @networkrail.co.uk

The registered address for the Trustee is:

Network Rail Pension Trustee Limited

Waterloo General Offices

London SE1 8SW

Approval of the Trustee’s Report

The Trustee’s Report was approved by the Trustee on 19/06/24 and signed on its behalf
by:

Samantha Pitt Louise Campbell

Samantha Pitt Louise Campbell

Trustee Director Trustee Director
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
SUMMARY OF CONTRIBUTIONS
YEAR ENDED 31 DECEMBER 2023

During the year ended 31 December 2023, the contributions payable to the Scheme were as follows:

£

Contributions required by the schedule of contributions
Employers
Normal contributions 18,880,407
Special contributions 371,337
Salary sacrifice contributions 18,591,389
Employees
Normal contributions 1,646,193

39,489,326
Other contributions
Employees
Additional contributions 2,591,726
Total contributions receivable 42,081,052

The contributions payable to the Scheme during the year were paid in accordance with the Payment
Schedule dated 31 March 2016.

1 906/24

Approved by the Trustee on and signed on its behalf by:

Samantha Pitt

Samantha Pitt
Trustee Director

Louise Campbell

Louise Campbell
Trustee Director
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

INDEPENDENT AUDITOR’S STATEMENT ABOUT CONTRIBUTIONS, UNDER
REGULATION 4 OF THE OCCUPATIONAL PENSION SCHEMES (REQUIREMENT TO
OBTAIN AUDITED ACCOUNTS AND A STATEMENT FROM THE AUDITOR)
REGULATIONS 1996, TO THE TRUSTEES OF THE NETWORK RAIL DEFINED
CONTRIBUTION PENSION SCHEME

YEAR ENDED 31 DECEMBER 2023

Statement about contributions

We have examined the summary of contributions payable to Network Rail Defined Contribution
Pension Scheme in respect of the Scheme year ended 31 December 2023 which is set out on page
18.

In our opinion the contributions for the Network Rail Defined Contribution Scheme year ended 31
December 2023 as reported in the summary of contributions and payable under the Payment
Schedule have in all material respects been paid at least in accordance with the Payment Schedule
certified by the actuary on 31 March 2016.

Scope of work on statement about contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported have in all material respects been paid at least in accordance with the Payment Schedule.
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 Payment Schedule.

Respective responsibilities of Trustee and the auditor

As explained more fully on page 8 in the Statement of Trustee’s Responsibilities, the Scheme’s
Trustee is responsible for ensuring that there is prepared, maintained and from time to time revised a
Payment Schedule 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 active members of
the Scheme and for monitoring whether contributions are made to the Scheme by the employer in
accordance with the Payment Schedule.

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

Use of our statement

This statement is made solely to the Scheme’s Trustee as a body, in accordance with the Pensions
Act 1995. Our audit work has been undertaken so that we might state to the Scheme’s Trustee those
matters we are required to state to it in an Auditor’s statement 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
and the Scheme’s Trustee as a body, for our audit work, for this statement, or for the opinions we
have formed.

RSM UK Audit LLP

RSM UK Audit LLP

Statutory Auditor, Chartered Accountants
Portland

25 High Street

Crawley RH10 1BG

Date: 20/06/24
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF NETWORK RAIL DEFINED
CONTRIBUTION PENSION SCHEME

YEAR ENDED 31 DECEMBER 2023

Opinion

We have audited the Financial Statements of the Network Rail Defined Contribution Pension Scheme
for the year ended 31 December 2023 which comprise the Fund Account, the Statement of Net Assets
(available for benefits) and notes to the Financial Statements, including significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards including FRS 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting
Practice).

In our opinion, the Financial Statements:

. show a true and fair view of the financial transactions of the Scheme during the year ended 31
December 2023, and of the amount and disposition at that date of its assets and liabilities, other
than the liabilities to pay pensions and benefits after the end of the year;

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

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

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor’s
responsibilities for the audit of the annual report and financial statements section of our report. We are
independent of the Scheme in accordance with the ethical requirements that are relevant to our audit
of the annual report and financial statements in the UK, including the FRC’s Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Scheme’s Trustee's use of the going
concern basis of accounting in the preparation of the Financial Statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Scheme’s ability
to continue as a going concern for a period of at least twelve months from when the Financial
Statements are authorised for issue.

Our responsibilities and the responsibilities of the Scheme’s Trustee with respect to going concern are
described in the relevant sections of this report.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF NETWORK RAIL DEFINED
CONTRIBUTION PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2023

Other information

The other information comprises the information included in the annual report, other than the Financial
Statements and our Auditor's report thereon. The Scheme’s Trustee is responsible for the other
information contained within the annual report. Our opinion on the Financial Statements does not
cover the other information and we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information, and in doing so, consider whether the other
information is materially inconsistent with the Financial Statements or our knowledge obtained in the
course of the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to a material misstatement in the Financial Statements themselves. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required
to report that fact.

We have nothing to report in this regard.
Responsibilities of the Trustee

As explained more fully in the Trustee's responsibilities statement, the Trustee is responsible for the
preparation of the annual report and financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the Trustee determines is necessary to enable the
preparation of annual report and financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the annual report and financial statements, the Trustee is responsible for 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 the Trustee either intends to liquidate
the Scheme or to cease operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the annual report and financial statements

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 an Auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 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
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these Financial Statements.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF NETWORK RAIL DEFINED
CONTRIBUTION PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2023

The extent to which the audit was considered capable of detecting irregularities, including
fraud

Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit
are to obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that
have a direct effect on the determination of material amounts and disclosures in the Financial
Statements, to perform audit procedures to help identify instances of non-compliance with other laws
and regulations that may have a material effect on the Financial Statements, and to respond
appropriately to identified or suspected non-compliance with laws and regulations identified during the
audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material
misstatement of the Financial Statements due to fraud, to obtain sufficient appropriate audit evidence
regarding the assessed risks of material misstatement due to fraud through designing and
implementing appropriate responses and to respond appropriately to fraud or suspected fraud
identified during the audit. However, it is the primary responsibility of management, with the oversight
of those charged with governance, to ensure that the entity's operations are conducted in accordance
with the provisions of laws and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud,
the audit engagement team:

. obtained an understanding of the nature of the environment, including the legal and regulatory
framework that the Scheme operates in and how the Scheme is complying with the legal and
regulatory framework;

. inquired of management, and those charged with governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged
instances of fraud;

. discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the Financial Statements may be susceptible to fraud.

As a result of these procedures we consider the most significant laws and regulations that have a
direct impact on the financial statements are the Pensions Act 1995 and 2004 and regulations made
under them and FRS 102, including the Financial Reports of Pension Schemes 2018 (the Pensions
SORP).

The audit engagement team identified the risk of management override of controls as the area where
the Financial Statements were most susceptible to material misstatement due to fraud. Audit
procedures performed included but were not limited to testing manual journal entries and evaluating
the business rationale in relation to any significant, unusual transactions and transactions entered into
outside the normal course of business.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at www.frc.org.uk/auditorsresponsibilities. This description
forms part of our Auditor’s report.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF NETWORK RAIL DEFINED
CONTRIBUTION PENSION SCHEME (continued)

YEAR ENDED 31 DECEMBER 2023

Use of our report

This report is made solely to the Scheme's members, as a body, in accordance with the Pensions Act
1995. Our audit work has been undertaken so that we might state to the Scheme's members those
matters we are required to state to them 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
and the Scheme's members as a body, for our audit work, for this report, or for the opinions we have
formed.

RSM UK Audit- LLP

RSM UK Audit LLP

Statutory Auditor, Chartered Accountants
Portland

25 High Street

Crawley RH10 1BG

Date: 20/06/24
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

FUND ACCOUNT
YEAR ENDED 31 DECEMBER 2023

Contributions and benefits
Employer contributions
Employee contributions

Total contributions

Transfers in
Other income

Benefits paid or payable
Payments to and on account of leavers
Administrative expenses

Net additions from dealings with members

Returns on investments
Investment income
Change in market value of investments

Net return on investments

Net increase/(decrease) in the fund during the year

Net assets of the Scheme
At 1 January

At 31 December

Note

4

5
6

7
8
9

10
1

2023 2022

£ £
37,843,133 36,280,091
4,237,919 3,970,335
42,081,052 40,250,426
613,934 536,634
3,344,627 2,300,441
46,039,613 43,087,501
(11,936,202)  (7,995,072)
(8,943,720)  (7,336,360)
(13,987) (16,152)
(20,893,909) (15,347,584)
25,145,704 27,739,917
64,151 34,409
44,377,473 (80,306,805)
44,441,624 (80,272,396)
69,587,328 (52,532,479)
488,637,644 541,170,123
558,224,972 488,637,644

The notes on pages 26 to 39 form part of these annual report and financial statements.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS
AS AT 31 DECEMBER 2023

2023 2022
Note £ £

Investment assets 1
Pooled investment vehicles 14 556,335,635 486,886,446
Other investment balances 15 6,130 179,346

556,341,765 487,065,792

Current assets 20 4,396,898 3,886,345
Current liabilities 21 (2,513,691) (2,314,493)
Net assets of the Scheme at 31 December 558,224,972 488,637,644

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 financial statements were approved by Network Rail Pension Trustee Ltd and authorised for issue
on e and signed on its behalf by:

Samantha Pitt

Samantha Pitt
Trustee Director

Louise Campbell

Louise Campbell
Trustee Director

The notes on pages 26 to 39 form part of these annual report and financial statements.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2023

1. Basis of preparation

The 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 issued by the Financial Reporting Council and with
guidance set out in the Statement of Recommended Practice (Revised 2018).

The financial statements have been prepared on the going concern basis. Having considered
operational matters and the position of the Principal Employer the Trustee considers the
preparation of the financial statements on a going concern basis to be appropriate.

2. Statement of compliance

The Scheme is established as a trust under English Law. The registered address of the Scheme
is at Network Rail Pension Trustee Limited, Waterloo General Offices, London, SE1 8SW.

3. Accounting policies

The following principal accounting policies have applied in the preparation of the financial
statements. These policies have been consistently applied to all the years presented, unless
otherwise stated.

Currency

The Scheme's functional and presentational currency is ponds sterling, rounded to the nearest
pound.

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 transaction.

Gains and losses arising on conversion or translation are dealt with as part of the change in
market value of investments.

Contributions

Normal contributions, both from the members and from the employer, are accounted for as they
fall due in accordance with the latest Payment Schedule. Additional voluntary contributions from
the members are accounted for in the month they are deducted from the payroll.

Transfer from and to other plans

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 received or paid.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2023

3. Accounting policies (continued)
Benefits and payments to and on account of leavers

Retirement benefits are accounted for on the later of the period in which the member notifies the
Trustee of his decision on the type or amount of benefit to be taken, and the date of retiring or
leaving. If there is no member choice, on the date of retiring, leaving or notification of death.

Other benefits are accounted for from the date the member leaves the Scheme, or on requesting
an Uncrystallised Funded Lump Sum, or on death.

Refunds are accounted for when the Trustee is notified of the member’s decision to leave the
Scheme.

Where the Trustee agrees or is required to settle tax liabilities on behalf of a member (such as
where lifetime or annual allowances are exceeded) with a consequent reduction in that member's
benefits receivable from the Scheme, any taxation due is accounted for on the same basis as the
event giving rise to the tax liability and shown separately within benefits.

Administrative and other expenses

Administrative and other expenses, when incurred by the Scheme, are accounted for on an
accruals basis, net of recoverable VAT.

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

Income from pooled investment vehicles is reinvested within the funds and is therefore not
directly paid to the Scheme, but included within change in market value.

Investment management fees are accounted for on an accruals basis and shown separately
within investment returns.

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 and unrealised changes in market value.

Valuation and classification of investments

Investment assets and liabilities are included in the financial statements at fair value as
described below:

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.
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2023

4, Contributions

2023 2022
£ £

Employer contributions
Normal 18,880,407 18,156,639
Special contributions 371,337 27,929
Employers SMART contributions 18,591,389 18,095,523

37,843,133 36,280,091

Employee contributions
Normal 1,646,193 1,738,880
Additional voluntary contributions 2,591,726 2,231,455

4,237,919 3,970,335

42,081,052 40,250,426

There is a salary sacrifice arrangement (known as SMART) in place giving members the option
to increase their take-home pay as National Insurance Contributions payable by both employee
and employer are reduced.

5. Transfers in

2023 2022

£ £

Individual transfers in 613,934 536,634

6. Otherincome

2023 2022

£ £

Claims on life assurance policy 3,336,548 2,296,784
Other income 8,079 3,657

3,344,627 2,300,441
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2023

7.

10.

Benefits paid or payable

2023 2022
£ £
Commutations and lump sum retirement benefits 6,607,062 4,986,825
Purchase of annuities 916,584 503,595
Death benefits 4,410,847 2,504,652
Taxation where lifetime or annual allowance exceeded 1,709 -
11,936,202 7,995,072

Payments to and on account of leavers
2023 2022
£ £
Refunds to members leaving service 172 487
Individual transfers to other schemes 8,943,548 7,335,873
8,943,720 7,336,360

Administrative expenses

2023 2022
£ £
Administration and processing (1,100) (3,300)
Other fees and expenses 15,087 19,452
13,987 16,152

The Employer paid other administration costs and the life assurance premiums as disclosed

under Note 22.
Investment income
2023

Interest on cash deposits 64,151

2022

34,409
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NETWORK RAIL DEFINED CONTRIBUTION PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2023

1.

12,

13.

Reconciliation of investments

Value at Change in Value at
31 December Purchases Sales market 31 December
2022 at cost proceeds value 2023
£ £ £ £ £

Pooled investment
vehicles 486,886,446 347,432,856 (322,361,140) 44,377,473 556,335,635

Other investment

balances 179,346 - 6,130
487,065,792 44 377,473 556,341,765

Other investment balances of £6,130 (2022 - £179,346) relates to cash in transit to the
investment manager.

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

Investment management expenses

Fund management fees relating to the management of the assets of the Scheme are calculated
as a percentage of the value of the fund and are included within the unit prices of the
investments held. They are therefore reflected in the market value of the investments.

Taxation

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.
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2023

14,

15,

Pooled investment vehicles

During the year, investment assets were managed by Legal & General Investment Management
(“L&G”) who are registered in the United Kingdom.

The L&G policy was held in the name of the Network Rail Defined Contribution Pension Scheme.
The policy was held by the Scheme in a unit-linked insurance bond for use by Trustees of
Eligible Schemes. Each fund held by the policy holder was a separate account within L&G’s long
term business fund. These funds were maintained to calculate plan values. Each fund
represented a group of investments held by L&G and was divided into units which represented
shares in the investment of each Fund. The allocation to units was notional and was a means of
calculating plan values. The policy holder had no beneficial interest in the units, the Fund or any
of the underlying investments, all of which were solely the property of L&G.

Investments purchased by the Scheme are allocated to provide money purchase benefits to the
individuals on whose behalf the corresponding contributions were paid. Accordingly, the assets
identified as designated to members in the net assets statement do not form a common pool of
assets available for members generally. Members each receive an Annual Benefit Statement
confirming the contributions paid by them, on their behalf or for them, and the value of their
Personal Retirement Account. It also includes a Statutory Money Purchase lllustration.

The market value of investments at 31 December 2023 and 31 December 2022, by investment
fund is shown in the table below:

2023 2022

£ £

Equity 74,780,757 71,519,740
Bond 21,803,198 29,237,055
Property 10,413,826 10,299,342
Cash 22,064,464 20,390,111
Pooled investment vehicles - Balanced 427,273,390 355,440,198

556,335,635 486,886,446

The underlying legal structure of the above funds is summarised in note 18 on page 36.
The pooled investment vehicles are managed by companies registered in the UK.
The property fund holdings are considered to be illiquid investment holdings due to the nature of

the underlying investment in properties.

Other investment balances

2023 2022
£ £

Other investment balances assets
Other 6,130 179,346
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NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2023

16. Defined contribution assets

17.

Defined contribution section investments purchased by the Scheme are allocated to provide
benefits to the individuals on whose behalf the contributions are paid.

Defined contribution investment assets are allocated as follows:

2023 2022

£ £

Allocated to members 556,226,416 487,051,425
Not allocated to members 115,349 14,367

556,341,765 487,065,792

Fair value determination

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

. Level 1: The unadjusted quoted price in an active market for identical assets or liabilities
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 and liabilities have been fair valued using the above hierarchy
categories as follows:
At 31 December 2023

Level 1 Level 2 Level 3 Total
£ £ £ £
Pooled investment vehicles — 556,335,635 — 556,335,635
Other investments 6,130 - - 6,130
6,130 556,335,635 — 556,341,765

At 31 December 2022

Level 1 Level 2 Level 3 Total
£ £ £ £
Pooled investment vehicles — 486,886,446 — 486,886,446
Other investments 179,346 - - 179,346
179,346 486,886,446 — 487,065,792
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NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31 DECEMBER 2023

18.

Investment risk disclosures

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

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

Market risk: this comprises currency risk, interest rate risk and other price risk.

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

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

. Other price risk: this is the risk that the fair value of 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.

Further information on the Trustee’s approach to risk management, credit and market risk is set
out below. This does not include the legacy insurance policies nor AVC investments as these are
not considered significant in relation to the overall investments of the Scheme.
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18.

Investment risk disclosures (continued)

Investment strategy

The Scheme's assets are all invested through a unit-linked insurance policy, designed for
company pension schemes. The unit-linked policy invests in a wide range of investments through
several investment managers. Members are provided with a choice of 13 "member funds" to
invest in, collectively known as the "investment strategy". The funds in which the investment
funds themselves invest are known as "underlying funds".

The member funds are invested in a wide range of "underlying investments" (through the
underlying funds) in different asset classes, including stocks and shares (equities), bonds, cash
and other types of investment. The value of the member funds is worked out daily and will rise or
fall. Members' investments are directly linked to the performance (after any applicable fees or
charges) of the underlying funds in which money is invested.

For example, members may invest in the Cash Fund - this is a member fund. This fund is itself
100% invested in the L&G Cash Fund - this is an underlying fund. The L&G Cash Fund will hold
various cash investments - these are underlying investments.

The value of the total policy is also worked out daily, based on the total number of units each
member has in the unit-linked policy. As the value of the underlying funds rises or falls, so will the
value of members' holdings in the policy. The policy can be cashed in on any working day that
reflects up to date market valuations.

The investment strategy includes several options for members. The "Managed Lifestyle"
arrangement switches members across two member funds, called Core Options, and a Cash
Fund as members approach retirement. Each Core Option is made up of a variety of underlying
funds, managed by different investment managers. Each Core Option also has its own risk and
return objective, thereby taking account of members' changing needs as they approach
retirement.

For members who choose not to use the Managed Lifestyle arrangement, the investment
strategy includes a range of self-select, or "Pick 'n' Mix" funds. This range includes the Core
Options underlying the Managed Lifestyle arrangement, as well as nine funds broadly
representing more traditional equities, bonds, cash and property.

To facilitate the investment strategy, an "investment platform” is necessary. The Trustee has
appointed Legal & General Assurance (Pensions Management) Limited ("L&G") as provider and
therefore assets are held by L&G.

Over the period the underlying funds comprised a series of funds managed by professional
investment managers (the "underlying managers"): Aviva Investors, Baillie Gifford Investment
Management, BlackRock, BNY Mellon (Insight), Columbia Threadneedle Investments, Fundsmith,
HSBC Global Asset Management, Legal & General Investment Management Limited, M&G
Investments, Newton Investment Management, PIMCO Investment Management and PineBridge
Investments.

All assets held by the Scheme are held through Pooled Investment Vehicles ("PIVs").
Each of the underlying investment managers has a custodian that holds assets in safekeeping.

The Scheme's assets are held in a life fund where L&G owns the assets. The Trustee holds an
insurance contract with L&G on members' behalf, where the value of the contract is equal to the
value of the underlying investments.
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18.

Investment risk disclosures (continued)
Scheme Risk Assessment

The Scheme is subject to various types of risks but member level risk exposures will be
dependent on the member funds invested in by members. The main types of risks include (but
are not limited to) credit risk and market risk, arising from the underlying investments in the
underlying funds. Market risk is composed of foreign exchange ("FX"), interest rate and other
price risks.

While the Trustee governs the underlying funds individually, it considers risks at a member fund
level to be more important, recognising the benefit of diversification and offsetting risks within the
investment funds.

Risks are classified as "Direct" if they relate to an investment held directly by the Scheme, or
"Indirect" if they relate to an investment held by one of the pooled underlying funds.

All member funds would be exposed to different risks to some degree (for example, a large shift
in interest rates could affect equity markets) - the main risk exposures of each of the member
funds within the investment strategy are set out below.

Fund Credit Credit FX Interest Other Prices
(Direct) (Indirect) Rate

Global Growth Fund v v v v v
Global Multi-Asset Fund v 4 v v v
Global Diversified Retirement v v 4 v v
Fund

Annuity Protection Fund 4 v v v
Cash Fund v v v
Emerging Markets Equity Fund v v v
Global Equity Fund v v v
Aggregate Bond Fund v v v v
Property Fund v v
Index-Linked Gilt Fund v v v v
Positive Impact Equity v v v
Infrastructure Equity v v v
HSBC Islamic Global Equity v v v

Index
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18.

Investment risk disclosures (continued)

Credit risk

All assets of the Scheme are subject to direct credit risk in relation to L&G through the Scheme's
holding in unit linked insurance funds provided by L&G. Direct credit risk relates to insolvency of
L&G, the underlying managers or the custodians used by the underlying managers to hold fund
assets.

L&G is authorised by the Prudential Regulation Authority, regulated by the Financial Conduct
Authority and the Prudential Regulation Authority and maintains capital for its policy holders. In
the event of default by L&G, the Trustee can apply for compensation from the Financial Services
Compensation Scheme ("FSCS").

As well as the regulatory environment in which the investment platform operates, direct credit risk
is mitigated at the investment platform level by the assets backing the Scheme's policy being
ring-fenced from those of the investment platform.

Direct credit risk in the underlying funds operated by the underlying managers is mitigated by the
underlying investments being ring-fenced from those of the underlying manager and through the
regulatory environments in which the underlying managers operate. The amount that can be
claimed by the investment platform in the event of an insolvency of the underlying manager will
depend on the structure of the underlying fund and the contractual terms between the manager
and the investment platform. In the event of a custodian becoming insolvent, the level of asset
recovery will depend on the custody agreement in place between the underlying manager and
the custodian.

The Trustee carries out due diligence checks on the appointment of the investment platform and
new investment managers. On an ongoing basis, it monitors any changes to the regulatory and
operating environments of both.

The Scheme's investments are all held in pooled investment vehicles. At the end of the year, the
total value of member funds subject to direct credit risk was £556.3m (£486.9m at 31 December
2022).

The Scheme is also subject to indirect credit risk arising on the underlying investments held by
the underlying funds. Credit risk is mitigated by utilising investment managers whose mandate
includes one or more of the following:

. invest in government bonds where the credit risk is minimal;

. invest in corporate bonds which are rated at least investment grade;

. diversification of the underlying investments.

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

2023 2022

£ £

Unit linked insurance contracts 152,622,585 362,805,446
Open ended investment companies 403,713,050 124,081,147

556,335,635 486,886,593
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18.

19.

Investment risk disclosures (continued)

Other investment risk
Currency Risk

Some member funds are subject to indirect currency risk because some of the underlying
investments are held in overseas markets via pooled investment vehicles. The Trustee regards
currency risk as one which can, in some cases, add value and manages this risk through advice
from its investment advisor.

There is no direct exposure to currency risk. All member and underlying funds are priced in GBP
and no foreign denominated assets are held directly.

Interest rate risk

Some member funds are subject to indirect interest rate risk because some of the underlying

investments are held in bonds or cash through pooled vehicles. If interest rates fall the value of

these investments will rise (all else equal) and vice versa.

The Scheme manages this risk through the following:

. diversification, where appropriate, to reduce the impact of a change in interest rates; or

. allowing the risk, where appropriate, in recognition that a change in interest rates will likely
be correlated with a change in annuity rates and therefore this degree of “matching” is

desirable.

No assets are subject to direct investment rate risk as no interest rate sensitive investments are
held directly.

Other price risks

All assets are subject to indirect other price risk. Other price risk arises in relation to risks not
mentioned above, such as those affecting equity markets, property, non-investment grade bonds
etc.

The Scheme manages this risk by making available member funds with a diverse portfolio of
investments across various markets, designed to minimise the overall price risk. Members may
also invest in funds with a higher degree of overall price risk should they choose.

No assets are subject to direct other price risk as no price sensitive investments are held directly.

Concentration of investments

The following investments amounted to more than 5% of the total net assets of the Scheme:

2023 2022

£ % £ %
NRDC Balanced Risk Fund (N) - — 278,755,525 57.05
NRDC Lower Risk Fund (N) - — 70,467,638 14.42
NRDC Global Equity Fund 62,762,785 11.24 59,534,394 12.19
NRDC Global Growth Fund 282,627,160 50.63 - -
NRDC Global Diversified Retirement
Fund 122,434,846 21.93 - -
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20. Current assets

21,

2023 2022

£ £

Other debtors 23,504 16,066
Cash balances 4,373,394 3,870,279
4,396,398 3,886,345

Of the bank balance stated above, an amount of £69,112 (2022 - £66,841) was not allocated to

members and represents the Special Fund.

Assets not allocated to members are amounts belonging to the Employer that have accumulated
as a result of refunds to members leaving the Scheme within the first two years of joining. In such
a situation, the member is refunded their contributions adjusted for any investment gain or loss.
The Scheme accumulates the employer contributions adjusted for any investment gain or loss
and these are applied either to offset future employer contributions due, or to meet administration

expenses of the Scheme as agreed with the Employer.

Current liabilities

2023 2022

£ £

Unpaid benefits 1,282,642 1,035,277
Other creditors 139,666 139,666
Prepaid contributions 1,091,383 1,139,550
2,513,691 2,314,493
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22. Related party transactions

The Trustee and the Principal Employer have provided administrative services free of charge
during the period under review.

Expenses from third parties in respect of administration and investment advice (except as
disclosed in notes 9 and 12 of these financial statements) totalling £1,888,188 (2022 -
£1,708,939) have been paid by the Principal Employer on behalf of the Scheme. Included within
this amount, fees of £28,125 (2022 - £35,050) were payable to the Trustee Director, Law
Debenture Pension Trust Corporation, in respect of the services of Samantha Pitt, as Chair of the
Scheme.

In addition, the cost of providing lump sum death benefits through an insurance policy of
£1,987,514 (2022: £1,998,676) was met by the Principal Employer on behalf of the Scheme.

During the year, transfers in from NR CARE totalled £20,888 (2022 - £66,510) and transfers out
to NR CARE totalled £508,678 (2022 - £254,863).

Trustee Directors, who have served during the year, were members of the following related
pension schemes during their tenure:

Trustee Director Network Rail Pension Scheme
Samantha Pitt* RPS Deferred / NRDC Deferred
Timothy Craddock RPS Active

Mark Engelbretson (resigned 1 December 2023) NR CARE Active

Andrew Fielding (resigned 8 September 2023) RPS Active

Robert Arnold NR CARE Active

Paul Norris N/A

Louise Campbell RPS Active

lan Waters RPS Active

Gary Adams RPS Active

Lisa Leeds NR CARE Active

lan Iceton NR CARE Pensioner

*Representative of Law Debenture Pension Trust Corporation
RPS — Railways Pension Scheme

NRDC — Network Rail Defined Contribution Pension Scheme
NR CARE- Network Rail CARE Pension Scheme
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Annual Governance Statement

By the Chair of the Trustee for the Twelve Months
Ending 31 December 2023

Since 6 April 2015, governance rules have applied to defined contribution pension arrangements, like NRDC.
These have been designed to help members achieve a good outcome from their pension savings.

As the Chair of the Trustee, I have to provide you with a yearly statement which explains what steps have been
taken by the Trustee Board, with help from our professional advisers, to meet the governance standards. The
law sets out what information has to be included in my statement and this is covered in sections 1 to 4 below.

The Trustee Directors are committed to having high governance standards and we have a number of dedicated
sub-committees which meet regularly to monitor the controls and processes in place in connection with the
Scheme's investments and administration. More information about the sub-committees is on page 5 of the
Annual Report.

I welcome this opportunity to explain what the Trustee does to help to ensure the Scheme is run as effectively
as it can be.

This statement, as well as other useful information, is available on the NRDC website at:
https://www.mynrpension.co.uk/network-rail-defined-contribution-nrdc/

1. Default investment arrangement

The default arrangement is a lifestyle strategy called the Managed Lifestyle. Pension contributions are invested
for members who join the Scheme and do not choose an investment option. Members can also choose to
invest in most of the underlying funds of the Managed Lifestyle as self-select options.

There was an additional default arrangement (a Cash Fund) added to the SIP in 2021 which arose from the
temporary suspension of dealing in the Aviva Property Fund, a component of the NRDC Property Fund. As a
result, member contributions were temporarily invested in the Cash Fund - deemed legally a default
arrangement for the Scheme.

Setting an appropriate investment strategy

The Trustee is responsible for investment governance. This includes setting and monitoring the investment
strategy for the Scheme’s default arrangement: the Managed Lifestyle. 77% of members had contributions
invested in the Managed Lifestyle at the year-end (i.e. 27,644 members are invested in the default strategy).
Details of the investment strategy and investment objectives of the default arrangement are recorded in the
documents called the Statement of Investment Principles (included in Appendix 1) and the Statement of
Investment Arrangements, which is available on request.

Reviewing the default investment arrangement
The Trustee is expected to:

—  Review the investment strategy and objectives of the default investment arrangement at regular intervals,
and at least once every 3 years

— Take into account the needs of the Scheme membership when designing the default arrangement
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The Trustee Board and its investment sub-committee review the investment objectives and the performance of
the default arrangement at least once a year having considered the advice of Schroders Solutions (the
Scheme's investment adviser).

The default investment arrangements (the default lifestyle strategy and cash fund) were formally reviewed
during the 2021 Scheme Year and the 2022 Scheme Year to help ensure they continue to be suitable for
members. In practice, the default investment arrangements are reviewed on an ongoing basis. Resultant
changes of the 2021/22 review were implemented in August 2023 and are summarised as follows:

Managed Lifestyle

Members invest in the Global Growth Fund (formerly Higher Risk Fund) rather than the Global Multi-Asset
Fund (formerly Balanced Risk Fund) if further than 20 years from their selected Target Retirement Age.

The transition from the Global Growth Fund to the Global Diversified Retirement Fund (formerly Lower Risk
Fund) starts five years earlier, at 20 years to retirement.

The underlying funds in which the Global Growth Fund and Global Diversified Retirement Fund invest are
changing.

Members no longer transition to the Annuity Protection Fund in the last three years and instead will target
an income drawdown retirement option. This is where you keep your money invested at retirement
(usually with an insurance company) and take lump sums or a regular income from it as required (please
note that Scheme doesn’t offer drawdown in retirement, so if members want to take this option, they will
need to transfer the value of their pension savings to another provider).

Investment fees have reduced for all funds in which the Managed Lifestyle invests.

Pick ‘'n" Mix

()

The Trustee have introduced two new investment options, the Infrastructure Equity Fund and the Positive
Impact Equity Fund.

Two new Managed Lifestyle options are available through Pick ‘n* Mix which target either a Pension
Annuity or Cash at retirement age.

The NRDC Ethical Global Equity Index fund has closed and members’ investments have been moved to the
Managed Lifestyle option.

The underlying funds in the NRDC Higher Risk Fund, NRDC Balanced Risk Fund and NRDC Lower Risk Fund
invest, as well as the names of these funds have been updated to reflect what they aim to achieve for
members.

The underlying funds in which the NRDC Global Equity Fund invests have been updated.

The '‘NRDC’ prefix has been removed from the Pick ‘n” Mix fund range.
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Default Strategy Asset Allocation as at 31 December 2023

From 1st October 2023, the Trustees are required to disclose the underlying percentage of assets allocated to
each of the asset classes shown below in their default arrangement, at different stages of the lifestyle process:

Asset Class (%) 25-year-old 45-year-old 55-year-old 65-year-old
member member member member (1 day

prior to State

Pension Age)

Cash

Corporate bonds, UK
government bonds and
overseas government
bonds.

Listed equities

Private equity

Infrastructure

Other property/real estate

Other private debt/credit

Any other assets

Total

Source: Legal and General, BlackRock, PIMCO, Invesco as at 31 December 2023. Schroders Solutions
(calculations as at April 2024).

The Cash Fund additional default arrangement contains an allocation to 100% cash.

2. Statement of Investment Principles

In accordance with the Pensions Act 1995, the Trustee has prepared a Statement of Investment Principles,
which sets out its policy on investment issues, including risks, performance targets, diversification of
investments and details of the key elements of the investment arrangements of the Scheme.

The Statement of Investment Principles (‘SIP") sets out how the Scheme takes into account financially material
considerations, including Environmental, Social and Governance (‘ESG’) factors, in its investment decision
making process.

The SIP has been updated in July 2023 to include the addition of the Trustee’s engagement priorities: Climate,
Human Rights and Human Capital Management.

A copy of this statement is set out in the Appendix.
3. Good value for members

The Trustee is required to consider the extent to which the investment options and the benefits offered by the
Scheme represent good value for members when this is compared to other options available in the market.

There is no legal definition of ‘good value’ and so the process of determining good value for members is a
subjective one. We have received advice on how to assess good value from our advisers and considered
regulatory guidance.

Charges paid by members

A formal value for members review was carried out when the current investment strategy was implemented (in
2023), in relation to the Managed Lifestyle and self-select options.

Annual Governance Statement (3)



During this review, the Trustee considered all sources of fees levied on members’ accounts (including
management charges, additional expenses and platform charges as appropriate) to ensure value for members
is present. The Trustee considered, among other items, the absolute level of charges, the competitiveness of
the charges relative to the marketplace and the levels of service provided to members. As you may know,
Network Rail pays the administration costs and expenses of running the scheme - an advantage relative to
many other schemes.

The review concluded that the default arrangement attracts a total expense ratio’ (TER) of ¢.0.15% p.a.
on member assets on average throughout a member’s working lifetime (assuming 40 years of service).
This was down from a TER of c.0.30% reported last year, before implementation of the new investment
strategy. This is lower than the maximum allowed of 0.75% and reasonable, given the type of
investment strategy selected. Self-select charges are priced competitively against market competitors
and therefore the Trustee is satisfied that the Scheme as a whole is priced competitively, taking account
of the current asset size, expected growth and the quality of services provided to members.

The TERs and transaction costs applicable to the funds underlying the Managed Lifestyle, and the self-select
options, as at 31 December 2023 are set out in the table below:

Total Expense Ratio Transaction costs
per annum (%) (%)

Global Growth Fund 0.17 0.38
Global Diversified Retirement Fund 0.15 0.15
Cash Fund 0.05 0.10
Global Multi-Asset Fund 0.17 0.06
Global Equity Fund 0.15 0.03
Emerging Markets Equity Fund 0.25 0.12
HSBC Islamic Global Equity Index 0.33 -0.06

Default Lifestyle
Funds

Additional Pick Property Fund 0.46 0.12
‘n" Mix Funds Annuity Protection Fund 0.13 -0.06
Aggregate Bond Fund 0.06 -0.03
Index-Linked Gilt Fund 0.04 0.04
Positive Impact Equity 0.51 0.03

Infrastructure Equity 0.25 0.00

Sourge: L&G (TER data, as at 31 December 2023), L&G (transaction cost data, 1 January 2023 - 31 December
2023).

'"The total expense ratio (TER) represents the total cost of running the Fund. It includes the annual management charge (AMC) as
well as the cost of administration and the underlying investment provider charges (including depository and custodial charges and
audit, registration, and compliance fees).
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Net investment returns

The Trustee monitors the performance of the Scheme’s investment strategy, for both the default lifestyle funds
and the self-select funds, on a quarterly basis over various time periods. The performance of both the overall
blends and the underlying funds is considered by the Trustee. The Trustee has taken account of the 2021
Guidance when preparing this section of the Chair's Statement and determined 5 years p.a. of historical data is
sufficient to reflect a longer time horizon of investment.

Performance of the Scheme’s assets against the objectives is shown below:

Return (%) >

5 Years p.a. 3 Years p.a.
Global Growth Fund' 8.2 4.2 10.9
Long-Term Target 8.3 10.6 7.9
Global Multi-Asset Fund' 5.2 0.9 9.8
Long-Term Target 7.3 9.6 6.9
Global Diversified Retirement Fund’ 1.6 -3.1 6.8
Long-Term Target 6.3 8.6 59
Annuity Protection Fund -2.1 -10.3 7.8
Benchmark -2.8 -10.0 3.8
Cash Fund 1.3 1.9 4.5
Benchmark 1.4 2.0 4.7
Emerging Markets Equity Fund 2.1 -1.7 2.3
Benchmark 4.5 -1.3 2.6
Global Equity Fund 8.9 8.2 11.2
Benchmark 9.2 7.9 1.4
Aggregate Bond Fund -1.2 -7.0 6.3
Benchmark -1.2 -6.9 6.4
Property Fund 0.5 2.7 8
Long-Term Target 1.4 2.1 8
Index-Linked Gilt Fund -5.2 -13.4 1.7
Benchmark -5.0 -13.3 1.8
Positive Impact Equity? n/a n/a 0.5
Benchmark n/a n/a 4.6
Infrastructure Equity? n/a n/a 0.4
Benchmark n/a n/a 0.6
HSBC Islamic Global Equity Index 16.7 11.0 27.3
Benchmark 17.2 11.3 27.5

Source: Legal & General (data, as at 31 December 2023), Underlying managers (data, as at 31 December 2023), ONS (CPI data, as at

31 December 2023). Performance is shown net of fees.

Past performance is not a guide to future returns. The value of investments and the income from them
can fall as well as rise and you may not get back the full amount originally invested.

'The following funds were renamed as part of the 2023 strategy review, the historic returns have been combined in the table above:

Global Growth Fund (formerly Higher Risk Fund), Global Multi-Asset Fund (formerly Balanced Risk Fund), Global Diversified

Retirement Fund (formerly Lower Risk Fund).

2The Positive Impact Equity and Infrastructure Equity funds were launched on 1 August 2023. As such, performance metrics as at 31

December 2023 represent five months performance from 1 August 2023 to 31 December 2023.
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Member experience by age for lifestyle strategies

The information set out below shows the net performance for members at different age cohorts over the last
one, three and five years. The figures incorporate changes agreed and implemented by the trustees to the
default strategy in respect to phasing between fund in the lifestyle and the mix of underlying funds. These
changes were implemented in August 2023 and included the addition of the Annuity and Cash Targeting
lifestyle strategies, hence performance of these two alternative strategies are shown since inception. The
Trustee has taken account of the 2021 Guidance when preparing this section of the Chair’'s Statement and
determined 5 years p.a. of historical data is sufficient to reflect a longer time horizon of investment.

Default Lifestyle Strategy

Age of member in 2023

Return (%) —» 5 Years p.a. 3 Years p.a.

{ (years)
25 5.2 0.8 9.8
45 5.2 0.8 9.8
55 3.4 -1.7 7.2
65 1.2 -3.7 5.4

Annuity-Targeting Lifestyle Strategy

Five months

Age of member in 2023 - - :
Since inception.

Return (%) > 5 Years p.a. 3 Years p.a.
. (30 August 2023 -
(years) 31 Dec 2023
25 n/a n/a 5.8
45 n/a n/a 5.8
55 n/a n/a 6.1
65 n/a n/a 7.8

Cash-Targeting Lifestyle Strategy

Age of member in 2023 _ Fi\{e mor!ths
Since inception.

Return (%) > 5 Years p.a. 3 Years p.a.
) (30 August 2023 -
(yearS) 31 Dec 2023
25 n/a n/a 5.8
45 n/a n/a 5.8
55 n/a n/a 6.1
65 n/a n/a 1.7

Source: Legal & General (data, as at 31 December 2023), Underlying managers (data, as at 31 December 2023), Performance is
shown net of fees.

Past performance is not a guide to future returns. The value of investments and the income from them
can fall as well as rise and you may not get back the full amount originally invested.
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Transaction costs paid by members

We are required to explain transaction costs (i.e. the costs of buying and selling investments in the Scheme)
which are paid by members rather than the employer. Where information about the member costs and
charges is not available, we have to make this clear to you together with an explanation of what steps we are
taking to obtain the missing information.

The Trustee is required, as far as is reasonable and practical, to assess the extent to which these transaction
costs represent good value for members. Over the Scheme Year, transaction costs have been assessed across
three areas:

a) Transaction costs incurred as part of changes in the investment funds which comprise the Managed
Lifestyle

b) Transaction costs incurred by having funds automatically switched within the Managed Lifestyle

c) Transaction costs incurred in the normal day-to-day running of the investment funds used by the Scheme
(both in the Managed Lifestyle and self-select options)

The Trustee is satisfied the transaction costs incurred in a) and b) above are reasonable and provide value for
members in terms of what they provide (i.e. a smoothly running lifestyle strategy).

We have discussed with each of the Scheme’s investment fund managers their approach to disclosing
transaction costs in c) above. The transaction costs are those incurred while invested through the investment
platform provider over the course of the Scheme year. Based on the latest available information, the Trustee is
satisfied the costs are reasonable and provide value for members. These transaction costs are set out in the
above table for the 12-month period ending 31 December 2023.

The implementation of the new investment strategy included transition of £429.4m assets resulting in an
overall cost of £523k, approximately 0.12% of the total assets.

Value provided by these costs

Value for members is evidenced both qualitatively (through the provision of what the Trustee considers to be a
good strategy and good internal controls and services from the underlying investment managers), and
quantitatively (through strong investment performance and effective protection against downside risk).

The funds within the Managed Lifestyle arrangement outperformed their targets/benchmarks over the 12
month period to 31 December 2023. This was driven by a combination of strong market performance across
the majority of asset classes and a fall in inflation (from the multi-decade high levels of inflation experienced
over 2022). The latter resulted in a fall in the previously amplified inflation related benchmarks for the Global
Growth and Global Diversified Retirement Funds. The Pick ‘n’ Mix funds experienced positive performance over
the year. The passively managed funds performed in line with their objectives (to track their benchmark).

Based on our assessment, the Trustee has concluded that overall the Scheme represents good value for
members through the investment options it provides.

Illustrative example of the cumulative effect of costs and charges over time

Below is an illustrative example of the cumulative effect over time of the application of charges and costs on
the value of a member’s accrued rights. The example outlines the effects of fund charges (the TERs above) and
transaction costs across the Scheme’s fund range.
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Projected pension pot, in today’s terms

Default (Managed) Global Diversified Global Multi-Asset
Lifestyle R Retirement Fund ERERING Fund
Gross of Net of all Gross of Net of all Gross of Net of all Gross of Net of all Gross of Net of all
Years all charges all charges all charges all charges all charges
charges 9 charges 9 charges 9 charges 9 charges 9
1 £12,500 £12,400 £12,500 £12,400 £12,200 £12,200 £12,000 £12,000 £12,200 £12,200
3 £17,200 £17,100 £17,200 £17,100 £16,400 £16,300 £15,600 £15,600 £16,400 £16,300
5 £22,300 £22,000 £22,300 £22,000 £20,700 £20,500 £19,200 £19,200 £20,700 £20,500

10 £36,400 £35,500 £36,400 £35,500 £31,900 £31,400 £28,100 £27,900 £31,900 £31,300

15 £52,900 £51,100  £52,900 £51,100 £44,000 £43,000 £36,800 £36,500 £44,000 £42,900

20 £72,100 £68,900 £72,100 £68,900 £56,900 £55,300 £45,500 £45,100 £56,900 £55,000

25 £92,300 £87,400  £94,400 £89,300 £70,800 £68,400 £54,100 £53,500 £70,800 £67,900

30 £110,000 £103,500 £120,200 £112,600 £85,600 £82,200 £62,700 £61,900 £85,600 £81,600

35 £126,400 £118,400 £150,000 £139,000 £101,400 £96,900 £71,200 £70,300 £101,400 £96,000

40 £142,300 £132,900 £183,100 £167,900 £117,700 £111,800 £79,600 £78,400 £117,700 £110,700

Projected pension pot, in today’s terms

. Emerging Markets HSBC Islamic Global Annuity Protection
Global Equity Fund Equity Fund Equity Index Property Fund Fund
Grossof — etofall 5% netofall  SS°T  Netofanl 67T netofan 8T Netofan
Years all charges all charges all charges all charges all charges
charges 9 charges 9 charges 9 charges 9 charges 9
1 £12,500 £12,500 £12,500 £12,400 £12,500 £12,400 £12,200 £12,300 £12,500 £12,500

3 £17,200 £17,200 £17,200 £17,100 £17,200 £17,100 £16,400 £16,600 £17,200 £17,200

5 £22,300 £22,100 £22,300 £22,000 £22,300 £22,000 £20,700 £21,100 £22,300 £22,200

10 £36,400 £36,000 £36,400 £35,700 £36,400 £35,600 £31,900 £33,100 £36,400 £36,100

15 £52,900 £52,100 £52,900 £51,500 £52,900 £51,200 £44,000 £46,200 £52,900 £52,200

20 £72,100 £70,700 £72,100 £69,600 £72,100 £69,100 £56,900 £60,600 £72,100 £70,900

25 £94,400 £92,200 £94,400 £90,400 £94,400 £89,600 £70,800 £76,300 £94,400 £92,500

30 £120,200 £116,800 £120,200 £114,100  £120,200 £113,000 £85,600 £93,400 £120,200 £117,300

35 £150,000 £145,000 £150,000 £141,200 £150,000 £139,500 £101,400 £112,000 £150,000 £145,800

40 £183,100 £176,200 £183,100 £170,900 £183,100 £168,700 £117,700 £131,700 £183,100 £177,300
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Projected pension pot, in today’s terms

Aggregate Bond Fund Index-Linked Gilt Fund | Positive Impact Equity | Infrastructure Equity

Gross of Gross of Gross of

veas - Crogotal ool TG et TS vt G ot
charges charges charges

1 £12,200 £12,200 £12,700 £12,700 £12,700 £12,600 £12,500 £12,400
3 £16,400 £16,400 £18,100 £18,000 £18,100 £17,800 £17,200 £17,100
5 £20,700 £20,600 £24,000 £23,900 £24,000 £23,500 £22,300 £22,100
10 £31,900 £31,800 £41,600 £41,200 £41,600 £40,100 £36,400 £35,800
15 £44,000 £43,700 £64,000 £63,200 £64,000 £60,800 £52,900 £51,700
20 £56,900 £56,500 £92,400 £91,000 £92,400 £86,400 £72,100 £70,000
25 £70,800 £70,100 £128,200 £125,800 £128,200 £118,000 £94,400 £91,000
30 £85,600 £84,600 £173,400 £169,400 £173,400 £156,800 £120,200 £115,000
35 £101,400 £100,100  £230,000 £223,900 £230,000 £204,500 £150,000 £142,500
40 £117,700 £116,000 £298,400 £289,300 £298,400 £260,700 £183,100 £172,700

Notes:
—  Values shown are estimates and are not guaranteed

—  Projected pension pot values are shown in today's terms, and do not need to be reduced further for the
effect of future inflation

— Transaction costs used are an average of the previous 5 years’ transaction costs, having regard to the
Department for Work and Pensions’ guidance (and any future guidance)

—  Assumes inflation of 2.5% per annum

—  Assumes a starting pot size of £10,000

— Assumes charges in future years are equal to charges today
— All numbers are rounded to the nearest £100

— Assumes an overall contribution rate of 8% of annual salary at all ages, the £ amount of which increases in
line with assumed salary inflation

—  Assumes a member salary of £25,000 in Year 0, increasing at 1% per annum above (assumed) inflation
— Net of all charges includes deductions for Total Expense Ratio and transactions costs

— The accumulation rates used, as set out below, are calculated in line with Actuarial Standard Technical
Memorandum (AS TM5.0), the same document which governs the calculation of projections on annual
benefit statements. The accumulation rates are those set out in the 31 December 2023 SMPI Accumulation
Rates document. Returns are as follows:
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Real accumulation rate per annum gross of charges

(%)

Default Global Growth Fund 2.5

(B} {154 B Global Diversified Retirement Fund 0.5

Funds Cash Fund -1.5
Global Multi-Asset Fund 0.5
Global Equity Fund 2.5
Emerging Markets Equity Fund 2.5
HSBC Islamic Global Equity Index 2.5

LUCUCLEIR property Fund 0.5

Pick ‘'n’

YT ® Annuity Protection Fund 2.5
Aggregate Bond Fund 0.5
Index-Linked Gilt Fund 4.5
Positive Impact Equity 4.5
Infrastructure Equity 2.5

The above has been prepared with due regard to the Department for Work and Pensions’ guidance (‘Cost and
charge reporting: guidance for trustees and managers of occupational schemes’), originally published in
February 2018, most recently updated in October 2022.

4. Core financial transactions

The Trustee is required to report to you about the processes and controls in place in relation to the ‘core
financial transactions’. The law specifies that these include the following:

— Investing contributions paid into the Scheme

—  Transferring assets related to members into or out of the Scheme

— Transferring assets between different investments within the Scheme
— Making payments from the Scheme to or on behalf of members

These important financial transactions must be processed promptly and accurately. In practice we delegate
responsibility for this to the Scheme administrator. Our Scheme administration is delivered by Willis Towers
Watson. They provide quarterly reports to the Trustee board which allows us to assess how quickly and
effectively the core scheme financial transactions are completed. Any mistakes or delays are investigated
thoroughly and action is taken to put things right as quickly as possible.

In the last Scheme Year the following material administration service issues occurred which need to be
reported here by the Trustee:

Data Breaches - new General Data Protection Regulations came into force on 25 May 2018. These
regulations introduced new rights and obligations. For example the Trustee must give members specified
information about the personal data we hold on request and there are strict deadlines for reporting
breaches to the Data Protection Commissioner who now has the power to impose severe penalties. The
Board reviewed and updated our Data Protection policy and we have put in place a robust plan for
reporting any breaches. The third-party administrator notified the Trustee of 3 data protection incidents
during the year, these were not notified within 72 hours of them becoming aware of the incidents. All
incidents were dealt with promptly by the Company’s Pensions Team and Data Protection Team in
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accordance with the Trustee’s Data Protection Policy and Plan. None involved sensitive personal data and
it was not necessary to report to the Data Protection Commissioner

We are now confident that the processes and controls in place with the administrator are robust and will
ensure that the financial transactions which are important to members are dealt with properly.

In addition, noting that we need accurate member data to process contributions and payments correctly, we
review and correct any problems with the member data held by Willis Towers Watson on a quarterly basis.

5. Trustee knowledge and understanding

The law requires the trustee board to possess, or have access to, sufficient knowledge and understanding to
run the Scheme effectively. All Trustee Directors are conversant with all the main Scheme documents. We take
our training and development responsibilities seriously and keep a record of the training completed by each
Trustee Director. This training record is reviewed annually to identify any gaps in the knowledge and
understanding across the board as a whole. This allows us to work with our professional advisers to fill in any
gaps.

All Trustee Directors in office during the year have completed the Trustee Toolkit made available by the
Pensions Regulator. Newly appointed Trustee Directors are expected to complete the Trustee Toolkit and have
formal induction training within 6 months of joining the trustee board.

There is also an option for new Trustee Directors to pass the Pensions Management Institute Award in Pension
Trusteeship on a voluntary basis.

Trustee Directors must also complete continued professional development each year by attending pensions
training courses, seminars and conferences. Training sessions are held at most Board and sub-committee
meetings during the year. This year the Trustee Directors have received training from various facilitators at
Board meetings on areas such as Cyber Security, Balance of Powers, Actuarial Valuations, DC investment
strategy, internal managed fund strategies and Fiduciary management. The Trustee Directors also attend a
number of externally arranged seminars and conferences on topical matters to help develop their knowledge
and understanding to carry out their role.

As a result of the training activities which have been completed by the Trustee Directors individually and
collectively as a board, and taking into account the professional advice available to the Trustee, I am confident
that the combined knowledge and understanding of the board enables us to exercise properly our functions as
the trustee of the Scheme.

The Statement regarding DC Governance was approved by the Trustee on 10 June 2024 and signed on its
behalf by:

—t-

Chair of Trustee

Network Rail Defined Contribution Pension Scheme
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Network Rail DC Pension Scheme
(‘Scheme’)

Implementation Statement

1. Introduction

The Trustee is required to make publicly available online a statement (“the Implementation Statement”) covering the Network
Rail Defined Contribution (“DC") Scheme (the “Scheme”) in relation to how the Trustee followed the Scheme’s Statement of
Investment Principle (the “SIP”), in particular the stewardship policy including both voting and engagement, set out in the

SIP.

This SIP came into force from May 2011 and a copy of the current SIP signed can be found here: Network Rail Defined

Contribution (NRDC) - NR Pension (mynrpension.co.uk).

This Implementation Statement covers the Scheme year from 1 January 2023 to 31 December 2023 (the “Scheme Year”). It

sets out:

e details of any review of and/or changes made to the Scheme's SIP;
e how, including the extent to which, the Scheme’s SIP has been followed over the Scheme Year;

e how the Trustee’s policies on exercising voting rights and engagement have been followed over the year; and
e the voting by or on behalf of the Trustee, including the most significant votes cast and any use of a proxy voter during the

Scheme Year.

A copy of this Implementation Statement is included in the NRDC Annual Report and Financial Statements available on the

website link above.

2. Summary of changes to the SIP during the Scheme year

The SIP was updated in July 2023 to meet the non-statutory (albeit best in practice) requirements from the final Guidance
issued by the Department for Work and Pensions (“DWP"). The SIP update included the addition of the Trustee’s engagement
priorities: Climate, Human Rights and Human Capital Management. A new investment objective to consider environmental,
social and governance (“ESG") factors and stewardship in the context of long term performance was also added, so the

commitment to reviewing the SIP at least every 3 years or following a strategy change has been fulfilled.



3. Implementation of the Trustee’s policies during the Scheme year

The table below sets out the actions taken by the Trustee over the year to 31 December 2023 in order to follow various policies
within the SIP.

Key policy Trustee actions over the Scheme year
Investment The governance structure in place is in the form of a full Trustee Board which ultimately ratifies
Governance decisions, with an Investment Sub-Committee (“ISC”) which focuses on investment matters in more

detail and reports back to the Trustee Board. Any decision on investment strategy and
implementation is ultimately taken at the full Trustee Board meeting.

Both the ISC and the full Trustee Board meet at least four times over the year, with additional
meetings scheduled outside the quarterly cycle if required.

During the Scheme year the ISC, with advice from the Trustee's investment adviser, continued to
assess the self-select, default and at-retirement arrangements of the Scheme. The finalisation of
these strategy changes were implemented in August 2023. The key objectives of the investment
strategy review include simplicity, lower cost and ESG integration.

The SIP sets out the roles and responsibilities of the Trustee Board and the ISC. Please refer to the
‘Trustee knowledge and understanding’ section of the Annual Governance Statement within these
accounts, for detail on changes made to the Trustee Board over the Scheme year.

The Trustee is satisfied with the current governance structure and made no changes to the Scheme
governance policy during the Scheme Year.

Corporate All assets held by the Scheme are held through Pooled Investment Vehicles (“PIV”). Each of the
Governance and underlying managers has a custodian that holds assets in safekeeping. The Trustee takes
Stewardship appropriate advice from the investment adviser before making any investment decisions.

The Trustee has set its investment adviser a set of objectives in relation to the adviser’s services.
These objectives cover: demonstration of value added, delivery of specialist services, proactivity of
advice, scheme management and compliance, and service standards. These were reviewed by the
Trustee in December 2023 and the Trustee was generally satisfied with the performance of the
investment adviser, and a detailed feedback call was held early in 2024.

The investment managers are reviewed quarterly with regard to performance against objectives.
An investment strategy review was launched in 2020 and continued throughout 2021 and 2022.
The changes advised were implemented in August 2023, following a decision to postpone
implementing the agreed changes in the wake of the gilts crisis.

The Trustee carries out an annual value for members review, the conclusions of which are set out
in the DC governance statement within these accounts.

In the 2022 Implementation Statement, the Trustee identified a number of areas to enhance its
stewardship activities for 2023:

e Reviewing the investment managers’ latest ESG-related policies and annual responsible
investment reports

e Meet with investment managers who have most material influence over voting and
engagement of the Scheme's assets, in particular, an equity manager

e Tofinalise the Trustee's engagement priorities.

Over the Scheme year, the Trustee achieved the following:

e Met with one of Scheme's underlying manager, which manages a material proportion of
Funds within the Scheme’s investment strategy (in particular within equities), to
understand its approach to voting, stewardship and engagement.




e Reviewed and discussed the draft implementation statement including voting and
engagement activity of underlying managers before approving it.

e Set engagement priorities for the Trustee’s own stewardship activities (which began in
2022)

Financially material
factors specifically
ESG and climate
change

The Trustee considers ESG factors when reviewing the investment strategy and in appointing and
reviewing investment managers. The Trustee’s expectations for any current or future investment
manager depends on the asset class involved, the degree of discretion given to the investment
manager, and the time horizon over which the Trustee expects to hold the investment.

Within the most recent investment strategy review, ESG has been explicitly considered in a number
of areas including the overall approach to integrating ESG, the ESG ratings of various investment
managers/strategies to aid in decision making, and the introduction of an explicit ESG tilted equity
fund to the Scheme’s investment strategy which has been successfully implemented in 2023.

Over the year, the Trustee also received a number of training sessions from its investment advisor
on the following issues:

e Refresher training on understanding ESG governance reporting

e Forthcoming ESG regulations

e Determining the Engagement priorities for the Trustee of the Scheme. The investment
advisor's own engagement priorities and their views on which are most financially-
material

The Trustee monitors the Scheme’s exposure to ESG risk factors on a quarterly basis, as part of
ongoing investment governance.

Monitoring

Over the year the Trustee monitored the performance of the underlying managers, and the
strategy as a whole, on a quarterly basis. The Trustee is satisfied the strategy performed as
expected during this period in the context of the market conditions. It was noted that rising
inflation is a challenge to relative performance.

Risk management

The Trustee manages risk in aggregate through a risk register. Risks within each section are
monitored in a combination of ways. Risks associated to the investments are set out below:

e Value for money risk

e Inflation risk

e Conversion risk

e Capital risk

e Active manager risk

e  Platform risk

e Manager risk

e Communication risk

e Inappropriate member decision
e Organisational risk

e  Liquidity risk

e Environmental, Social and Governance (“ESG") and climate change risks

The Trustee's Audit and Risk Committee (“ARC") monitors these risks on a quarterly basis. The ARC
reviews the risk register annually, with the latest review taking place in September 2023.

The Trustee regularly reviews ESG risks, including climate change. The Trustee reviews ESG
reporting every quarter as part of the investment governance process. This report includes an ESG




score of blended funds within the default strategy against representative benchmarks. It also
includes a number of metrics for climate change risk (such as absolute greenhouse gas emissions).

Non-financially
material factors

The Trustee does not at present take into account non-financial matters (such as members’ ethical
considerations, social and environmental impact matters or future quality of life considerations for
members and beneficiaries) when making investment decisions as there is no likely common view
on any ethical matters which members are likely to hold.

Default investment
strategy and self-
select range

The Trustee's objective is to make available a number of investment options that provide members
with access to a range of different asset classes that differ in their level of investment risk and
expected return. The Trustee provides a default investment strategy for members that do not want
to make their own choices, and a range of self-select funds.

Default investment strategy

In designing the default strategy, the Trustee’s focus is on member needs and outcomes. The
Trustee believes the default strategy is in the best interest of members and beneficiaries, and
undertakes periodic reviews on the suitability of the strategy.

The Trustee reviewed the default strategy in full during the 2021 and 2022 Scheme years with the
outcomes implemented in August 2023. These changes are summarised as follows:

e Members invest in the Global Growth Fund rather than the Global Multi-Asset Fund if
further than 20 years from their selected Target Retirement Age.

e The transition from the Global Growth Fund to the Global Diversified Retirement Fund
(formerly Lower Risk Fund) starts five years earlier, at 20 years to retirement.

e The underlying funds in which the Global Growth Fund and Global Diversified Retirement
Fund invest are changing.

e Members no longer transition to the Annuity Protection Fund in the last three years and
instead will target an income drawdown retirement option. This is where you keep your
money invested at retirement (usually with an insurance company) and take lump sums or
a regular income from it as required (please note that Scheme doesn’t offer drawdown in
retirement, so if members want to take this option, they will need to transfer the value of
their pension savings to another provider).

e Investment fees are reducing for all funds in which the Managed Lifestyle invests.

Self-select fund range
Changes to the self-elect fund range were implemented in August 2023 and are summarised below:

e The Trustee have introduced two new investment options, the Infrastructure Equity Fund
and the Positive Impact Equity Fund.

¢ Two new Managed Lifestyle options are available through Pick ‘n" Mix which target either
a Pension Annuity or Cash at retirement age.

e The NRDC Ethical Global Equity Index fund has closed and members’ investments have
been moved to the Managed Lifestyle option.

e The underlying funds in the NRDC Higher Risk Fund, NRDC Balanced Risk Fund and NRDC
Lower Risk Fund invest have been renamed to reflect what they aim to achieve for
members. The names have been updated as follows: Higher Risk Fund - Global Growth
Fund, Balanced Risk Fund Global - Global Multi-Asset Fund, Lower Risk Fund - Global
Diversified Retirement Fund.

e The underlying funds in which the NRDC Global Equity Fund invests have been updated.




e The 'NRDC prefix has been removed from the Pick 'n’ Mix fund range.

ESG considerations

ESG has been explicitly considered in a number of areas including the overall approach to
integrating ESG, the ESG ratings of various investment managers/strategies to aid in decision
making, the introduction of an explicit ESG tilted equity fund to the Scheme’s investment strategy,
and a self-select active equity Fund which incorporates ESG within the investment process.

Strategy
implementation

Investment platform

The Trustee delegates the day to day management of the assets to various investment managers.
These managers are accessed through the Legal & General Investment Management (“LGIM")
platform. LGIM were appointed as platform to the Scheme in 2020. Aspects of implementation
related to administration, investment of contributions and transitions are reviewed annually by the
Trustee as part of its value for members assessment. Details of this are set out in the Chair's
Statement within these report and accounts.

Investment of ongoing contributions

The Trustee receives quarterly reports from the Scheme’s member administrator which enable it
to monitor the administration service and, in particular, that agreed service levels are being met in
relation to the accuracy and timeliness of core financial transactions, including correct investment
of ongoing contributions.

Ongoing investment governance

Over the Scheme year the Trustee received quarterly information on the performance of the
investment strategy from its investment advisers. This information was formally reviewed at each
quarterly Trustee meeting and discussed with the investment advisers. During these discussions
the Trustee ensured it was clear how the funds had performed and how this had impacted Scheme
members.

The Trustee is comfortable the investment strategy performed as expected during the Scheme
year, given wider market conditions, but notes the challenges posed by the gilts crisis, particularly
for members in the Default closer to retirement who have a greater proportion of gilts within that
part of the investment strategy.

Active and passive management

The Trustee has chosen to incorporate an element of active management within the default
arrangement, where active management is deemed to add value (in particular by managing risk
during adverse market conditions, and taking advantage of investment opportunities to generate
return, subject to the agreed risk tolerances of the default arrangement’s funds). The default
arrangement’s funds during the growth phase of the lifestyle profile therefore reflect both active
and passive underlying funds, and are governed against inflation-related long term return targets.

The split between active and passive managers was considered as part of the investment strategy
review.

Transitions

Over the scheme year Planned strategy changes were implemented leading to transition costs of
£512k. The transition included changes to both default and self-select funds as detailed above.




4. How the Trustee’s policies on stewardship have been followed over the
Scheme Year

The Trustee is responsible for developing its own stewardship policy which includes both voting (where applicable) and
engagement. The Trustee believes proper stewardship will result in better management of financially material ESG and
climate related risks and opportunities. This is expected to improve the long-term financial outcomes of the Scheme which
ultimately is in the best interests of the Scheme’s members and beneficiaries. The Trustee expects its Investment Adviser and
investment managers to be a signatory to the UK Stewardship Code which sets high standards for those investing money on
behalf of UK pensioners and savers. The Trustee’s Investment Adviser is Schroders Solutions, part of Schroders plc. is a

signatory to the UK Stewardship Code.

During the Scheme Year, the Trustee has received training on the Investment Adviser's approach to stewardship. The
Investment Adviser has its own voting and engagement policies documented in its Engagement Blueprint which sets out
six sustainability themes to prioritise and which guides the voting and engagement behaviours. The Trustee has chosen to
align its stewardship priorities with those of the Investment Adviser: Climate Change, Human Rights and Human Capital
Management. The Trustee expects the Investment Advisory to take its stewardship policy and stewardship priorities into
account as part of manager selection exercise as well as ongoing monitoring such that the Investment Managers’ stewardship

policy and priorities are aligned with the Trustee’s.

The Scheme's investments are made via pooled investment funds via the Platform Manager, Legal & General Investment
Management (“LGIM"), in which the Scheme’s investments are pooled with those of other investors. As such, direct control
of the process of engaging with the companies that issue the underlying securities, monitoring and voting, whether for
corporate governance purposes or other financially material considerations, is delegated to the underlying investment

managers (BlackRock, LGIM and Baillie Gifford).

The Trustee has delegated responsibility for monitoring and voting on decisions relating to its underlying Manager
holdings to the Platform Manager, which implements its fund voting policy. The Trustee met the Platform Manager in May
2022 to discuss their voting and engagement policies. As part of the implementation of a new investment strategy, the
Trustee has also met with a BlackRock, an underlying equity manager with a significant allocation of assets, in May 2023 for
discussion in relation to BlackRock's voting and engagement policies, to ensure the engagement priorities are aligned

between Trustee and the Investment Managers.

The pooled funds themselves often confer certain rights around voting or policies. These rights are exercised by the

Platform Manager on behalf of the Trustee, which is largely in line with the Trustee’s stewardship policy.

To ensure all relevant voting is covered, this statement includes information on LGIM's voting record as well as those of the

underlying managers. Where proxy voting agents have been used, this has been included in the voting information.

This summary has been completed over the year to 31 December 2023 and where applicable, underlying managers have

provided examples of engagement.

The key conclusions the Trustee note from the voting and engagement information provided by their pooled managers as

well as the activities the Trustee has carried out during the Scheme Year are:

= Each manager demonstrated high levels of voting rights being acted on, where voting is relevant.



= Where the holdings did not have voting rights attached, Investment Managers showed they carried out a good level
of engagement activity with the underlying companies over the Scheme Year.

= Challenge to management was demonstrated through votes by the Investment Managers against management.

= The Trustee, with the help of its investment adviser, has carried out a good level of engagement activities with the
Investment Managers, especially in relation to appointing a new manager whose stewardship priorities are aligned
with the Trustee’s.

= The LGIM platform did not vote on behalf of the Trustee. This is common practice in the industry. However, we

continue to challenge LGIM on behalf of the Trustee on developing their engagement program.

Given the activities carried out during the Scheme Year and by preparing this Implementation Statement, the
Trustee believes that it has acted in accordance with the DWP Guidance over the Scheme Year.

5a. Voting Summary - Default Strategy

Voting by the Platform Manager

The DC Section’s assets are held via the LGIM investment platform and as such, LGIM holds the voting rights for the DC
Section’s underlying pooled funds (at that fund manager level, not the underlying companies in which that manager may
invest). Over the year to 31 December 2023, LGIM did not undertake any voting activity in respect of the pooled funds held

on its investment platform.

Voting by the Underlying Investment Managers

Most Significant Votes

There are three equity funds that form part of the default strategy. Set out below is the voting statistics for the most material
equity holdings during the period that held voting rights. The Trustee has defined significant votes as those which fit the

criteria below:

e The votes are related to the engagement priorities set by the Trustee: Climate, Human Rights and Human Capital
Management

e The BlackRock ACS ESG Equity fund comprises of a significant equity allocation, as a result examples of all relevant
significant votes flagged by the BlackRock Investment Stewardship (BIS) team are reported if they meet the Trustee's
engagement criteria.

e The two other equity managers represent a lower percentage of equity allocation (as seen in the table below), as a result
examples of all relevant significant votes included must relate to votes in companies which comprise at least 1% of the

underlying fund as at 31/12/2023.

As there are multiple underlying funds across the default strategy, the summary below includes equity allocations which are

¢.5% of assets or higher within any of the default strategy’s blended funds. The funds considered are set out below.



Maximum allocation within default
Asset Class Fund name investment strategy (as at 31 Dec

2023)

Equity BlackRock ACS ESG Equity Fund 39%

BlackRock ACS ESG Equity Fund (GBP
Equity Hedged) 44%

LGIM World Emerging Markets Equity
Equity Index 12%

MSCI World Small Cap ESG Exclusions
Equity Equity Index Fund 5%

Voting activity undertaken by the underlying investment managers is set out below.

LGIM World Emerging MSCI World Small Cap

BlackRock ACS ESG Markets Equity Index ESG Exclusions Equity

Equity voting statistics

Equity Fund Fund Index Fund

Total meetings eligible to vote 1,935 4,196 4,358
Total resolutions eligible to vote 24,987 34,029 45,631

% of resolutions did you vote on for which 98.0% 99.9% 99.8%
you were eligible?

% did vote with management? 93.8% 80.5% 73.7%

% vote against management? 6.2% 18.6% 26.2%

% abstained 0.5% 0.9% 0.1%

% of resolutions, on which you did vote,

did you vote contrary to the 0.5% 7 3% 17.5%

recommendation of your proxy adviser? (if
applicable)

Source: All data in this section has been provided by the investment managers.

Note:

All three managers use Institutional Shareholder Services, “ISS”, for proxy voting services. The voting statistics provided may

slightly differ depending on the exact composition the Scheme holds.

Most significant votes:

BlackRock ACS ESG Equity Fund

Shell plc: Climate

In May 2023, BIS voted for the management proposal to Approve the Shell Energy Transition Progress. BIS supported this

management proposal in recognition of the delivery to date against the company’s Energy Transition Strategy.

In May 2023, BIS voted against the shareholder's proposal to Align its Existing 2030 Reduction Target Covering the

Greenhouse Gas (GHG) Emissions of the Use of its Energy Products (Scope 3) with the Goal of the Paris Climate Agreement.
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BIS did not support this shareholder proposal because in BIS's view, it was overly prescriptive and unduly constraining on

management's decision making.

ExxonMobil Corporation: Climate

In May 2023, BIS voted against the shareholder proposal to issue a report analysing the reliability of its methane emission
disclosures. BIS did not support this shareholder proposal because, in BIS's assessment, Exxon has provided sufficient
disclosures on both their approach to methane emissions abatement as well as how they are working to accurately measure

and monitor methane emissions.

In May 2023, BIS voted against the shareholder proposal to adopt a Medium-Term Scope 3 GHG Reduction Target. BIS did
not support this shareholder proposal because, in BIS's view, the methodology for setting scope 3 targets in carbon intensive
industries is still under development. Until there is a common framework for managing the related uncertainty and
complexity, we look to company management to determine the appropriate disclosures to help investors understand their
approach. Further, complying with the specific ask of the shareholder proposal may be unduly constraining on management

and the board’s ability to set the company's long-term business strategy.

ExxonMobil Corporation: Human Capital Management

In May 2023, BIS voted against the shareholder proposal to report on Social Impact from Plant Closure or Energy Transition
BIS did not support this shareholder proposal because, in BIS's assessment, Exxon is taking the appropriate steps and already

providing disclosure regarding their approach to workforce continuity amid a transition to a low-carbon economy.

Chevron Corporation: Climate

In May 2023, BIS voted against the shareholder proposal to rescind Scope 3 GHG Reduction Proposal. The original proposal
received 61% support in 2021, and the company subsequently took action to include scope 3 GHG emissions in certain of

their metrics to help investors understand the company's value chain risk.

In May 2023, BIS did not support a shareholder proposal to adopt Medium-Term Scope 3 GHG Reduction Target because the
company has already taken actions that address the proponent’s request given that they incorporate scope 3 emissions into
their aforementioned PCI metric. Further, complying with the specific ask of the shareholder proposal may be unduly

constraining on management’s ability to set the company’s long-term business strategy.

Chevron Corporation: Climate/ Human Capital Management

In May 2023, BIS did not support a shareholder proposal to report on Social Impact from Plant Closure or Energy Transition
this because, in BIS's assessment, Chevron is already providing disclosure regarding their approach to workforce continuity

amid a transition to a low-carbon economy.

Chevron Corporation: Human Capital Management

In May 2023, BIS did not support a shareholder proposal to Oversee and Report a Racial Equity Audit because in BIS's

assessment, Chevron's policies and actions on diversity, equity, and inclusion largely address the issues of focus in the
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shareholder proposal, which was confirmed by the independent racial equity audit the company voluntarily undertook in the

last year.

LGIM World Emerging Markets Equity Index Fund

Climate and Human Capital Management: Tencent Holdings Limited

In May 2023, LGIM voted against the election of Jacobus Petrus (Koos) Bekker as Director because the company is deemed to
not meet minimum standards with regard to climate risk management and LGIM expects the Committee to comprise

independent directors.

About 88% of shareholders supported the resolution. LGIM will continue to engage with the company and monitor progress
and considers this vote to be significant as it is applied under the Climate Impact Pledge, a flagship engagement programme

targeting companies in climate-critical sectors

LGIM will continue to engage with their investee companies, publicly advocate their position on this issue and monitor

company and market-level progress.

Human Capital Management: Reliance Industries Ltd.

In August 2023, LGIM voted against the reappointment and Remuneration of Mukesh D. Ambani as Managing Director. A
vote against is applied as LGIM expects the roles of Board Chair and CEO to be separate. These two roles are substantially

different, and a division of responsibilities ensures there is a proper balance of authority and responsibility on the board.

LGIM will continue to engage with their investee companies, publicly advocate their position on this issue and monitor

company and market-level progress.

MSCI World Small Cap ESG Exclusions Equity Index Fund

Most significant vote(s) and examples of Engagement

No significant votes or examples were reported during the year.

5b. Voting Summary - Self-select equity funds

Voting by the Platform Manager

The DC Section’s assets are held via the LGIM investment platform and as such, LGIM holds the voting rights for the DC
Section’'s underlying pooled funds (at that fund manager level, not the underlying companies in which that manager may
invest). Over the year to 31 December 2023, LGIM did not undertake any voting activity in respect of the pooled funds held

on its investment platform.

Voting by the Underlying Investment Managers

Most Significant Votes

There are seven equity funds that form part of the self-select fund range. The Trustee has defined significant votes as those

which fit the criteria below:

10



e The votes are related to the engagement priorities set by the Trustee: Climate, Human Rights and Human Capital

Management

e Fund size to exceed 5% of Scheme’'s AUM.

The only Self-select fund that fits the above criteria is the Global Equity Fund. The underling fund is the BlackRock ACS ESG

Equity Fund, of which voting details can be found in the default strategy section.
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1.0

Introduction

1.1

This document constitutes the Statement of Investment Principles (the “SIP”) required under Section
35 of the Pensions Act 1995 for the Network Rail DC Pension Scheme (the “Scheme”). It describes
the investment policy being pursued for the Scheme by the Directors of Network Rail Pension Trustee
Limited (the “Trustee” of the Scheme) and is in compliance with the Government’s voluntary code of
conduct for Institutional Investment in the UK (the “2001 Myners Principles”). This SIP also reflects
the requirements of Occupational Pension Schemes (Investment) Regulations 2005, the Occupational
Pension Schemes (Charges and Governance) Regulations 2015 and the Code of Practice in relation

to governance of DC pension schemes issued by the Pensions Regulator in July 2016 (as amended).

The Trustee confirms that, before preparing this SIP, it has consulted with Network Rail Infrastructure
Ltd (the “Employer”) and taken appropriate advice from its Advisers. The Investment Adviser is
Schroders IS Limited and the Legal Adviser is Mayer Brown International LLP, collectively termed “the

Advisers”.

The Trustee believes the Advisers to be qualified by their ability and practical experience of financial
matters and to have appropriate knowledge, and experience of the management of the investment
arrangements that the Scheme requires. The Trustee also confirms that it will consult with the

Employer and take advice from the relevant Advisers as part of any review of this SIP.

The Trustee is responsible for the strategic decisions regarding the investment of the Scheme’s
assets, but the day-to-day management has been delegated to the Platform Manager (who provides
the platform for member investments) and the underlying investment managers. Where it is required
to make an investment decision, the Trustee always receives written advice from the relevant Advisers

first in order to achieve an appropriate level of understanding of the issues concerned.

In accordance with the Financial Services & Markets Act 2000, the Trustee sets general investment
policy, but has delegated the day-to-day investment of the Scheme’s assets to professional fund
managers (the “Managers”) in accordance with Section 34(2) of the Pensions Act 1995. The Managers
are authorised under the Financial Services & Markets Act 2000, provide the expertise necessary to
manage the investments of the Scheme competently and will comply with the requirements of Section
36 of the Pensions Act 1995.

Declaration

The Trustee acknowledges that it is its responsibility, with guidance from the Advisers, to gain comfort

that the assets of the Scheme are invested in accordance with these Principles.

I 3 17July 2023

Signed . ... e Date ....................

For and on behalf of the Trustee of the Network Rail DC Pension Scheme
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2.0 Scheme Governance

The Trustee is responsible for the governance and investment of the Scheme’s assets. It considers
that the governance structure set out in this SIP is appropriate for the Scheme, as it allows the Trustee
to make the important decisions on investment policy, while delegating the day-to-day aspects to the
Manager or the relevant Advisers as appropriate. The responsibilities of each of the parties involved
in the Scheme’s governance are detailed in Appendix A.

The Trustee has appointed an Investment Sub-Committee (the “ISC”) to deal with investment matters
on its behalf. The ISC deals with day to day investment matters and acts as a coordinator between
the Investment Adviser and the Trustee. The ISC has the power to make certain decisions on behalf
of the Trustee, but strategic decisions will be subject to oversight and ratification by the Trustee. The
Trustee acknowledges that it is responsible for the decisions of the ISC. The ISC maintains a
Statement of Investment Arrangements (“SIA”) which sets out the specifics of investment

implementation. This document is referred to later in this SIP.

The full responsibilities of the ISC are detailed in a separate document stating its Terms of Reference
as agreed between the Trustee and the ISC.
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3.0 Objectives

The Trustee recognises that members have differing investment needs and that these may change
during the course of members’ working lives. It also recognises that members have different attitudes
to risk. The Trustee believes that members should make their own investment decisions based on
their individual circumstances. The Trustee regards its duty as making available a range of investment
options (managed by high quality investment managers) sufficient to enable members to tailor, to their

own needs, their investment strategy.
The Trustee’s Scheme objectives are:
= To provide a pension plan designed to deliver valuable benefits into retirement.

= To encourage increased engagement with pensions and savings through education and by
keeping things simple.

= To help members manage the risks they face as far as possible.

= To provide members with a range of investment options to enable them to tailor investment

strategy to their needs.

= To achieve this through innovation and strong ongoing governance.

In aiming to meet these Scheme objectives, the Trustee has specified a number of investment
objectives:

= To provide members with a range of investment options to enable them to tailor investment
strategy to their needs, and to manage the inherent risks by making available vehicles which aim
to:

= Maximise the value of members’ assets at retirement;
= Maintain the purchasing power of members’ savings; and
* Protect the value of accumulated assets as members approach retirement.

= To avoid over-complexity in investment in order to keep administration costs and member

understanding to a reasonable level.

= To consider environmental, social and governance (‘ESG”) factors and stewardship in the

context of long term performance.
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4.0

Default Arrangements

41

The Trustee has made available to members a default strategy (the “Managed Lifestyle Option”).

In addition, the Scheme’s self-select Cash option (Cash Fund) is technically a default arrangement
(the “Cash Strategy”) in respect of some members’ assets:

Between April 2020 and September 2020, the Scheme’s Property self-select option was temporarily
suspended to dealing, with member contributions over this period temporarily redirected to the Cash

self-select option.

As a result, the Cash self-select option has become a default arrangement within the Scheme in

respect of these members and their redirected contributions over the period set out above.

Together, the two default arrangements set out above — i.e. the Managed Lifestyle Option and the
Cash Strategy - are referred to as the “Default Arrangements”.

Aims and objectives of the Default Arrangements

4.2

The Trustee’s aims and objectives in relation to the Managed Lifestyle Option are to support members’
investment needs where members either choose the Managed Lifestyle Option or do not choose any
option. The Trustee recognises that these investment needs may change during the course of
members’ working lives and therefore a key objective for the Managed Lifestyle Option is to provide a

pension plan which is designed to deliver valuable benefits in retirement.

Trustee policies in relation to the Default Arrangements

The kinds of investment to be held

i. The balance between different kinds of investments

The kinds of investments within the Managed Lifestyle Option and balance between them are
designed to be adequately diversified and suitable. See sections 5.3, “Diversification” and 5.5,

“Suitability” for more details.

The Cash Strategy primarily holds short term deposits with a range of high quality financial institutions,

consistent with its capital preservation objective.
Risks (including the ways in which risks are to be measured and managed)

Risks applicable to the Scheme as a whole are shown in section 9, “Risks”. All of the risks shown,

including how they are measured and managed, are relevant to the Default Arrangements.
Expected return on investments

The Trustee’s policy on expected return is considered in section 5.2 “Expected Return”, which covers

both the Default Arrangements and the investment strategy as a whole.
Realisation of investments

Liquidity is considered in section 5.6, “Liquidity”.
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4.3

vi.

Vii.

Environmental, Social and Governance (“ESG”) considerations

The extent to which the Trustee considers ESG issues within the Default Arrangements is shown in
Section 10 “Other Risks”.

Exercise of rights (including voting rights) attaching to the investments
The extent to which the Trustee considers the exercise of rights within the Default Arrangements is

shown in Section 10 “Other Risks”.

Best interests of members and beneficiaries

In designing the Managed Lifestyle Option, the Trustee carried out a comprehensive review of the
previous Managed Lifestyle Option and alternatives (in conjunction with the Investment Adviser), with
a key focus on member needs and outcomes. The Trustee believes the Managed Lifestyle Option is
in the best interest of members and beneficiaries, and undertakes periodic reviews on the suitability

of the Managed Lifestyle Option.

The Trustee believes the capital preservation characteristics of the Cash Strategy are in the best
interests of members and beneficiaries, in respect of those contributions that could not be directed to
the Property self-select option during its suspension. Following its reopening, impacted members were
able to transfer their Cash Strategy assets to the Property self-select option, or any other investment

option available within the Scheme, at their discretion.
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5.0

Investment Strategy of the Scheme

Having considered advice from the Investment Adviser, and also having due regard for the objectives
and the members of the Scheme, the Trustee has made available a number of investment options.
Members can choose to invest their contributions in one or more of these investment options, detailed
in the SIA.

The Trustee will instruct the Administrator to invest each member’s investments in accordance with

the fund options selected by the member.

5.1 Investment Options
A range of funds has been made available to members. These are detailed in the SIA.

5.2 Expected Return
The Trustee considered the expected returns of the investment strategy (including the Default
Arrangements) in constructing a number of benchmarks to assess performance against. These
benchmarks may change from time to time. More details are set out in the SIA.

5.3 Diversification
The choice of investment options for members (including the Default Arrangements) is designed to
enable members to choose investments that are adequately diversified and suitable for their profile.
The Trustee monitors the strategy regularly to satisfy itself that it is comfortable with the choice of
funds offered to members.

5.4 Active and Passive Management
The Trustee has selected a range of both active and passive fund options for Scheme members.

5.5 Suitability
The Trustee has taken advice from the Investment Adviser that the range of investment options offered
to members (including the Managed Lifestyle Option) is suitable. Members are responsible for
choosing which of the funds are most appropriate or may choose to rely on a Default Arrangement for
the investment of their own and their employer's contributions, based on their own individual
circumstances.
The suitability of the range of investment options, including the Managed Lifestyle Option, will be
reviewed regularly.

5.6 Liquidity

The assets are held in asset classes that are considered sufficiently liquid.
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6.0

Strategy Implementation

The Trustee has decided to delegate the day-to-day investment of the Scheme’s assets to

professional managers. The details of the Managers’ mandates are detailed in the SIA.

6.1 Investment Managers
The Trustee has appointed a Platform Manager, Legal & General Assurance (Pensions Management)
Limited, to provide the platform for member investments and carry out investment administration. The
Trustee has selected a range of investment options for the members of the Scheme. Full details can
be found in the SIA.

6.2 Fund Options
The range of funds offered to members was chosen from those offered by the Platform Manager to
give members a diversified range of investments from which they can select according to their
individual circumstances. The funds available to members are detailed in the SIA.

6.3 Investment of Contributions
A member’s contributions will be invested in line with their selected choice of funds. Where a member
has not made an active selection, their contributions will be invested in the Managed Lifestyle Option
provided, which is detailed in the SIA.

6.4 Performance Objectives
The performance objectives vary depending on the fund in question. A detailed breakdown of the
objectives can be found in the SIA.

6.5 Transitions

The Trustee will look to mitigate the potential risks and costs to members as a result of any investment
transitions to the best of its ability. The Trustee will take advice from its Advisors in relation to different

transition methods and other ways in which these potential risks/costs can be mitigated.
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/7.0

Monitoring

71 Managers
The Trustee, or the Advisers on behalf of the Trustee, will monitor the performance of the Investment
Managers against their own or Trustee specified benchmarks.
The Trustee, or the Advisers on behalf of the Trustee, will regularly review the activities of the
Investment Managers to satisfy themselves that each Investment Manager continues to carry out their
work competently and has the appropriate knowledge and experience to manage the assets of the
Scheme.
As part of this review, the Trustee will consider whether or not each Investment Manager:
= Is carrying out its work competently. The Trustee will evaluate the Investment Manager based on,
amongst other things:
i. Each Investment Manager's performance versus their respective benchmarks or Trustee
specified benchmarks.
ii. The level of risk given the specified risk tolerances.
iii. For funds used in the Default Arrangements, the extent to which returns are consistent with
the aims of the Trustee (if appropriate)
= Has regard to the need for diversification of investment holdings.
= Has regard to the suitability of each investment and each category of investment.
= Has been exercising its powers of investment with a view to giving effect to the principles
contained in this SIP, so far as is reasonably practical.
If the Trustee is not satisfied with an Investment Manager, it will ask the Investment Manager to take
steps to rectify the situation. If the Investment Manager still does not meet the Trustee’s requirements,
the Trustee will remove the Investment Manager and appoint another.
7.2 Advisers
The Trustee will monitor the advice given by the Advisers on a regular basis.
7.3 Statement of Investment Principles

The Trustee will review this SIP on an annual basis, or, as soon as practical following any changes to
the investment strategy or significant change to member demographics, and modify it with consultation
from the relevant Advisers and the Employer if deemed appropriate. There will be no obligation to
change any Investment Manager, Platform Manager or Adviser as part of such a review (although

strategy changes made will be reflected in this SIP, if appropriate).
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7.4 Trustee Recordkeeping

The Trustee maintains a record of all investment related decisions it has taken, together with the

rationale in each case.
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8.0

Fees

8.1 Managers
Details of the fund charges are set out in the SIA and will continue to be reviewed on a regular basis.
8.2 Advisers
Fees paid to the Advisers are based either on actual time spent and hourly rates for relevant
individuals, or on fixed fees agreed in advance for specifically defined projects.
8.3 Custodian
There is no custodian appointed directly by the Trustee.
8.4 Trustee Directors
The Chair of Trustee is an independent professional Trustee who is remunerated for the role. The
other Trustee directors are not paid for their role..
8.5 Value for Money

The Trustee reviews all sources of fees levied on members’ accounts (including management charges,
additional expenses, platform charges and administration, as appropriate), and levels of service

provided to use best efforts to ensure value for money is present.
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9.0 RIsks

The Trustee recognises a number of key risks both to itself and to the members of the Scheme:

Vi.

Vii.

viii.

Value for money risk — the risk that the Scheme fails to offer value for money to members. This

is addressed through regular value for money reviews.

Inflation risk — the risk that the purchasing power of members’ investment accounts is not
maintained. To try and manage this risk, the Trustee has offered a range of funds designed to

achieve a return above the rate of inflation.

Conversion risk — the risk that the value of pension benefits that can be purchased by or drawn
from a given defined contribution amount is not maintained. This risk cannot easily be mitigated
as it depends on market conditions ahead of retirement, and the member’s retirement income
decision. However, the Trustee has offered options designed to reflect different retirement income
decisions (i.e. annuity purchase, income drawdown and encashment). Relative to the higher
expected risk/return options, these options reduce the risk of large asset value falls adversely

impacting the size of pension afforded by those close to retirement.

Capital risk — the risk that the value of the element to provide a cash sum or income drawdown
pot is not maintained. This could be due to the impact of any of the risks above and is addressed

where possible in the same ways.

Active Manager risk — the risk that the active investments underlying the Scheme’s investment
options underperform due to the underperformance of the underlying investment managers. The
Trustee has mitigated this risk by taking advice from its Investment Advisors in relation to active
asset management. The Investment Advisor considers a wide range of funds, diversified across

asset class, sub asset class and investment manager to reduce the active manager risk.

Platform risk — the assets are currently held by the Platform Manager. This risk relates to
potential losses that could arise if the Platform Manager ran into financial difficulties. On behalf
of the Trustee, the Investment Advisors carried out a comprehensive platform review at the
implementation phase of the current strategy and recommended the current Platform Manager.

The Trustee duly appointed and continues to monitor the Platform Manager.

Manager risk — the assets are invested in funds managed by the Managers. This risk relates to
potential losses that could arise if the Managers ran into financial difficulties. This is addressed

through understanding the security of members’ assets and protections available.

Communication risk — the risk that communication to members is misleading or unclear and
leads to inappropriate decisions being made. This is addressed through the Trustee receiving
advice from the Advisers and regular monitoring and updates, where appropriate, of member

communications.
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ix. Inappropriate member decision — the risk that members make inappropriate decisions
regarding their investments. This is addressed where possible through communication to

members and the recommendation that members seek independent financial advice.

x. Organisational risk — the risk of inadequate internal processes leading to problems for the
Scheme. This is addressed through regular monitoring of the Investment Managers and

Advisers.

xi. Liquidity risk — the risk that members are not able to realise the value of their funds when
required. The Trustee has addressed this risk by not offering funds which are considered illiquid.

xii. Environmental, Social and Governance (“ESG”) risks — the risk of adverse performance
due to ESG related factors including climate change. This is addressed by ESG assessment at
the point of investment with the Managers where applicable, or by requesting information on
the ESG policies, adopted by the Managers.

The Trustee recognises that an efficient process for identifying, evaluating, managing and monitoring
risk needs to be in place for the Scheme. The Trustee will identify and assess the impact of any risk,
what controls can be put in place to manage or identify risk and regularly review both the individual

risks and the effectiveness of the risk management process as a whole.
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10.0 Other Risks

101

Corporate Governance and Stewardship Policy

As part of the appointment of the Investment Managers to the Scheme, the Trustee has accepted the
terms of pooled investment vehicles, setting out the scope of each pooled fund vehicle’s activities,
their charging basis and other relevant matters. The Trustee periodically reviews the overall value-for-
money of using the Investment Adviser (as specified in the Scheme’s Investment Consultant

objectives) and Investment Managers.

The Scheme’s investments are made via pooled investment funds via the Platform Manager, in which
the Scheme’s investments are pooled with those of other investors. As such, direct control of the
process of engaging with the companies that issue the underlying securities, whether for corporate
governance purposes or other financially material considerations, is delegated to the Investment

Managers.

The Trustee has delegated responsibility for monitoring and voting on decisions relating to its

Underlying Manager holdings to the Platform Manager, which implements its fund voting policy.

The Trustee and Investment Adviser undertake regular reviews of the Investment Managers. These
reviews incorporate benchmarking of performance and fees as well as performance reviews (including
understanding key drivers of performance). The Trustee and Investment Adviser review the
governance structures of the Investment Managers, as well as assessing whether their fees, expenses

and any other charges are in line with industry peers at inception and from time to time whilst invested.

Where it can be determined, the Trustee and Investment Adviser assess whether the Investment
Managers’ remuneration arrangements are aligned with the Trustee’s objectives. The Trustee expects

the Investment Managers’:

- to align their investment strategy and decisions with the Trustee’s investment policies,
such as its return target and any restrictions detailed in the Trustee’'s policy

documentation with the Platform Manager.

- to assess and make decisions based on the medium- to long-term financial and non-
financial performance of an issuer of debt or equity, and to engage with the issuers to
improve this medium- to long-term performance. The success of such engagement will
contribute to the Scheme’s performance, which is reflected and measured relative to

the Trustee’s long-term performance objectives.

The Trustee acknowledges the inherent potential for conflicts of interest which exist as part of ongoing
investment management business activities. Where investment managers are regulated, they are
likely to be subject to such requirements to manage conflicts of interest as are applicable in their
jurisdiction of incorporation or operations. The Trustee and Investment Adviser monitor this as part of
ongoing review. As an FCA regulated firm, the Investment Adviser is required to prevent or manage
conflicts of interest. The Investment Adviser's Conflicts of Interest policy is available publicly

here:https://www.schroders.com/en/identification-and-management-of-conflicts-of-interest/
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10.2

The Trustee oversees the transaction costs, including turnover costs (where available) incurred by the
Investment Managers as part of its ongoing monitoring process and evaluates such costs to determine
if they are in line with peer groups and the Investment Adviser’s expectations. Where there are material
deviations the Trustee and Investment Adviser engage with Investment Managers to understand the

rationale for such deviations and take appropriate action.

Following an exercise to understand the Investment Advisor’'s view of financially-material
engagement themes, and undertaking a survey of the Trustee Board to understand its own priorities,

the Trustee has set the following engagement priorities:
e Climate
e Human Rights
e Human Capital Management
The Trustee will engage with its Investment Managers to understand how they have voted and

engaged with underlying companies on the Trustee’s behalf in respect of these priorities.

Financially material investment considerations (including climate change)

10.3

These considerations which include the above “Risks” can affect the long-term financial performance
of investments and can (but do not have to) include environmental, social and governance factors
(otherwise known as ESG) where relevant. The Trustee delegates the consideration of financially
material factors to the Platform Manager, who consider these factors for funds that are available to
beneficiaries through the Default Arrangements and as self-select funds, when making funds available
on its investment platform. All references to ESG relate to financial factors only. All references to ESG
also include climate change.The Trustee recognises climate change as a systematic, long term

material financial risk to the value of the Scheme’s investments.

ESG factors and stewardship are considered in the context of long term performance, by the Trustee
(in conjunction with its advisors) as part of the manager selection criteria. This review occurs before
funds are approved for investment. For invested funds, the Trustee request the Platform Manager
monitor ongoing compliance with ESG and other factors, like stewardship, as a part of overall

engagement.

Non-financial matters

The Trustee does not at present take into account non-financial matters (such as members’ ethical
considerations, social and environmental impact matters or future quality of life considerations for
members and beneficiaries) when making investment decisions as part of the Default Arrangements,
as there is no likely common view on any ethical matters which members are likely to hold. At this time
the Trustee has no plans to seek the views of the membership on ethical considerations. This policy

is reviewed periodically.
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Appendix A — Responsibilities

Trustee

The main investment related responsibilities of the Trustee of the Scheme include:

vi.

vii.

viii.

Reviewing, at least annually, or following a change in investment strategy or significant change in member

demographics, the content of this SIP and modifying it if deemed appropriate.

Reviewing, at least triennially, or following a change in investment strategy or significant change in

member demographics, the content of the SIA and modifying it if deemed appropriate.

Assessing the quality of the performance and process of the Investment Managers by means of regular

reviews of the investment results and other information, through meetings and written reports.
Monitoring compliance of the investment arrangements with the SIP on an ongoing basis.
Appointing and dismissing Platform Managers and Investment Managers.

Assessing the performance of the Advisers.

Consulting with the Employer when reviewing investment policy issues.

Providing any appointed organisations/individuals with a copy of the SIP or SIA, where appropriate.

Platform Manager

The main responsibilities of the Platform Manager are:

At their discretion, but within the guidelines agreed with the Trustee, selecting and undertaking

transactions in specific investments within each fund.
Acting in accordance with the principles set out in the SIP.

Providing the Trustee with sufficient information each quarter to facilitate the review of its activities,

including:

o Performance and rationale behind past and future strategy for fund options offered to members.
. A full valuation of the assets.

. A transaction report.

Informing the Trustee immediately of:

. Any breach of this SIP in relation to services carried out by the Platform Manager.
. Any serious breach of internal operating procedures.
° Any material change in the knowledge and experience of those involved in the Scheme’s

investment options.
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Investment Adviser

The main responsibilities of the Investment Adviser are:

Participating with the Trustee in reviews of this SIP.

Advising the Trustee of any changes in the Scheme’s Investment Managers or Platform Manager that

could affect the interests of the Scheme.

Advising the Trustee of any changes in the investment environment that could either present opportunities

or problems for the Scheme.

Undertaking reviews of the Scheme’s investment arrangements including reviews of the Scheme

structure, current Investment Managers, and selection of new managers as appropriate.

Legal Adviser

The Legal Adviser will be responsible for, amongst other things:

iv.

Liaising with the Trustee to maintain legal compliance including those in respect of investment matters.
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