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THE PROFESSIONAL GOLFERS’ ASSOCIATION LTD NO.2 RETIREMENT AND DEATH BENEFITS SCHEME (THE
“SCHEME") — POLICY F22582

STATEMENT OF INVESTMENT PRINCIPLES IN RESPECT OF THE DEFAULT INVESTMENT STRATEGY.
1. Introduction

The Trustees. of the Schémie have drawh up this Statement of Investment Principles {"the Statement”) to
comply with the requirements of the Occupational Pensioh Schemes (Investment) Regulations. 2005 and
subsequent legislation, refating to provision of information specific to investment that have béen defined as
“defauit investments”, feferred to as “Default Investrent Strategy”. '

In April 2018 the Department far Work and Pensions {"DWP”) amended the Occupational Pension Schemes
{Charges and GO\i‘e'rn'ance_) Reguiations 2015, effecti_ve-from & April 2018. In particular, the DWP’s guidance in
assaciation with new regulations clarified the government's policy in relation to default investment
arrangements. This Scheme anly has one investment option, which constitutes a default, noting that the
Schame has no active memntbers.

The Default Investment Strategy covered by this Statement is the Aviva FP With Profits Fund (NGP Pre
Demutualisation) Arrangement.

This arrangement is closed to new members-and new investments. However, membérs’ investments were
ptaced into the Default Investment Strategy histarically, where they did not make a specific request Tor their
accounts to be invested in a different- manner at the time'when the afrangement was open.

The Default Investment Strategy, thie Aviva FP With Profits Fund (NGP Pre Demutualisation) arrangerient, adopts
an investment approach that is defined by the bundled pension scheme provider, Aviva. |

2. Default Investment Strategy
‘Objectives

The aims of the Default investment Strategy and the' ways in which the Trustées seek to achieve these aims-are
detailed below:

-  Togenerate returns in.excess of inflation during the lifetime: of the investment.
The default invests in a mix of assets with o view to achieving long termreal growth from the osset pool.
The investmerit objective for Aviva is “to.aim for long term growth by investing in o brood range of assets
to provide the best possible returns, ollowing for the level of guarantees and the amount of excess assets
in the Fund”.

-~ Toprovide a'stratégy that manages investment risk over the lifetime of the investment
The Trustees believe that o strategy that manages risk througha diversified aflocation is appropriate.

- To provide a strategy that manages the volatility of investment returns through “smaoothing”
A feature of the with profits nature of the fund is the aim to grow the investment “smoothly” year on

year by not paying out bonus rotes infull in when annual investment returns are very strong, and then
using them to offset years when investment returns are poor —this is known as smoothing.
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Policies.in relation to the default investment option
The Tristees’ policies'ih relation to the default investment option dre:

- The Default Investment Strategy manages investment risks through a diversified strategic asset
allocation consisting of traditional assets i.e. equities, bonds, property and.cash: Risk is not
considered in isolation, but in conjunction with expected investment retyrns and outcomes for
‘members.

- Iri designing the default investrent option, the Trustees explicitly considered the trade-off between
‘expected risk and retura. As the arrangement has been closed for some years, investment policy has
not developed since inception and remains at thediscfeti"on o_f-'th_e provider, The. Trustees. believe.
that delegating ongoing management and design ta the provider is appropriate in this instance,
given the nature of the arrahgement, '

- The Trustees believe that leaving these assets in this default investment option remains in the best
interests of members, in order that they havethe opportunity to benefit from future returns in the
form of bonus rates; and, importantly, to avoid the impact of any reductions applied for early
disinvestments frorm the with profits arrangément. '

- TheTrustees have-also takeninto account the neads of members WEtb'rega_rds to security, quality,
liquidity and profitability of a member's-portfolio.as a whole; The Trustees have accepted-the
palicies of the provider in relation to these matters.

- Assetsin'the Default Investment Strategy are invested in a pooled investment vehicle, which is
managed by Aviva. The.selection, retention and realisation of assets within the funds are defegated.
to Aviva. The decisions with.regards to the bonus rates. that members receive, based on the
perfo_rmance of the underlying investments; is decided by Aviva. The Trustees believe that this is'an
appropriate level of delegation.

- Aviva has full discretion (within thie constraints of their mandates) on the extent ta which
environmental, social and govérnance (ESG) considerations are taken into account in the selection,
retention:and realisation of investments. 'Whi'ls_:t the Trustees have not sought feedback from our
members directly on their views on these issues, we welcome member views inthis area.

- Activities relating to the éxercise of voting rights on investments and engagement with investee
companies are delegated to Aviva as the fund manager.

- The asset allocation of the Default Investment Strategy as at 31 December 2023 is shown in the
following tabte.

Proparty

Other Fixed Interest 33.8
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3.

Risk-

The Trustees have explicitly considered the trade-off between risk and expected returns. Risk is not
consndered in isofation,. but in conjunction with expected investment returns arid tetirement-outcornes for
‘members. In particular, when reviewing the investment strategy, the Trustees consider risk guantitatively
interms of the varfability of investment returns and poteritial retirement outcomes for members,

From a qualitative perspective, the Trustees alse consider risk'in terms of the (mis}alignment of investments.
with the retirement benefits targeted by the deéfault investment option. As this is a legacy arfangement,.
members typically have small fund values within the Default Investment Strategy. As such; the Trustees.
seek to mitigate potential mismatches by communicating clearly with membiers regarding the objectives of
the arrangement. ) '

The Trustees corisider the liquidity of the investments in the context of the likely needs 6f members. The
default arrangement is:daily dealing and therefcre should be realisable based on member demiand.

The Trustees have considered risks from a number of perspectives. The list below is not exhaustive but
covars the rmain risks that the Trustees consider and how they are managed.

How it is managed. How it is measured
During the lifetime of the Default Considering the real returns {i.e.
Investment Strategy, investments return above hflation) based on

Inflation Risk are held in a diversified range of declared bonus rates with positive
assets which are likely to grow in values indicating returnsthat have
real terms. kept pace with inflation.

The Defadilt Investinent Strategy is
invested in a fund that targets no

Volatility of o sideration of bg i
o2 .I fty ot defined return objective hut seeks Cop;lderation of bonus rates year
returns : . L on year.
to.smooth out returns to avoid
volatility.
Market Risk nveéstinents are held in a diversified By monitoring the asset allogation

rangz of asset classes. periodically:

Assets-_are__invested in overseas
equities and international bonds
-without a-currency hedge..

Currency Risk Investment strategy is set by the
manager of the fund, who has the
-discretion to invest in hedged
equivalerits. '

By monitoring the asset aliocation
Qeri_odically.

Funds have daily dealing facility, at By receiving periodic updates from

Liquidity Risk the discretion of the provider. “the provider on fund strategy and,
Ilqu;d:ty -
Environmental, g1 .
Social and The Trustges pqli_cy qn E.SG Msis 5 Through annual reporting from the.
o delegated to the manager of the o - o
Governance provider

Risk Fund.
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4. Suitabllity of Default Investment Strategy

Based on their understanding of the Scheme’s membership. tali members are deferred members), the Trustees
believe that the above objectivés and policies reflect members” best interests. The rationale underpinning this
belief is-as follows:

The arrangement is aimed largely at members who do not feel capable of taking investment
decisions. The Trustees believe that an investment in a diversified investment fund which seeks to.
smooth out investment returns over the long term is appropriate for these mernhers — particularly
noting that this will Aot'be their main perision provisiol and that the Scheme is.closed.

Members se_ek'i'ng_ an adequate income in fetir_ement_will likely need to achieve real invest_rr_lent
returns for most of their period as pension savers. The use of a fund with significant weightings in’
asset classes that are expected to produce long term real growth is suitable for this.

The Trustees are- aware that fund sizes for members approaching retirement are smiall and members are likely
to take their savmgs in cashat retirernent. Howéver, members will likely have other: savings that can be
consolidated with those from.this Scheme,

5. Socially Responsible Investmerit.

The Trustees beliéve that environmental, social, and corporate governance (ESG) factors may have a material
impact on investment risk and return outcomes, and that good stewardship can create and preserve value for
companies and markets as a whole — which in turn may-have a positive impact on member. outcomes.

As the assets of the Scheme are.invested in pooled funds, the Frustees have given appointed investment
managers.full discretion in-evaluating ESG -factors,'-inl:lud]ng climate change considerations, and exercising
voting rights and stewardship obligations attached to the investments.

[ Corporate Governance, Voting and Engagement

The Trustees believe that gqod corporate governance is important and they.expect their investment man agers
ta have developed a policy which promotes the concept of good corperate governance and, in particular,.a
palicy of exercising voting rights.

As the assets of the Scheme are invested in whotly ins_ured arrangement with investments in pooled vehicles.
the Trustees accept that the assets are subject to the investment fund managers’ own policies on corporate
governance, voting:and a_ctivi'sr_n.

The Trustees have given appointed investment managers, iunder'lying the Aviva-fund, full discretion in:
evaluating ESG factors, including climate change considerations, exercising voting rights and stewardship
obligations attached to the investments.

The Trustees dre ableto. encourage them to exercise those rights on behalf of members’ interests when they
believe there could be a potential financial impact on the'funds, in accordance with their own corporate
governance policies and current best practice, including the UK Corporate Governanee Code and UK
Stewardship Code.

FoH

The Trustees have determined the folluwmg ESG themes:as the basis for the Scheme’s “mast significant votes™

in-respect of the investrierit manager engagement activities:

o Environmental: Climate ci‘uange with &focus on iow carbon transition and physical damages.
resilience. '

-+ Envirenmental: Polilition & natural fesource degradation with a focus on air, water, tand (forests,
soils and biodiversity).
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= Governance: Diversity, Equity and Inclusion in terms.of governance and decisiofi making.
7. Day-to-Day Management of the Assets
Alighing Manager A_ppoin'tm‘ents with Investment Strategy

Investment managers are appointed based on their capabilities and, therefore, their perceived likelihood of
achieving the expected return and risk characteristics required for the sifigle investment option available.

The Trustees will seek guidance fi"om'the Investment Consultant, where_‘appropriate, for their forward looking
assessment of a manage;’s ahility to perfa_rm over a full market cycle. There are limitations with what.is
achievabie in relation to. with-profits policies, given the nature and patterns for how returns are achieved,

The Trustees will review the appointment if the invéstment objective or any associated guarantees change to
ensure they remain appropri'a'_te- and consistent with the Trustees’ wider investment objectives.

The Trustees invest in poolea-investment vehicles so.they accept that they have nao ability to specify the risk
profife and return targets of the investment option.

Aviva wilt be indirectly aware, given that t'l_'le Trustees access funds via a platform, that their continued
-appointment is based on their success in delivering the mandate for which they have been appointed to
manage. If the Trustees are dissatisfied, then they will lock to review the appointment.

Evaluating Investment Manager Performance

The Trustees receive investment manager performance data.at least from Aviva,

The Trustees focus on long term performance but they may review Aviva's appointment if thera are sustained
periods of underperformance. The Trustees acknowledge that a review is.unlikely to [ead to action to disinvest,
given the nature of the with-profits investiment and the patterns on returns.

Portfolio Turnover Costs and Manager Turnover

The Trustees seek to monitor portfolio turnover costs, which areincorporated in the annual costs and charges
as part.of its annual value for members’ assessment, where possible. Again, there are limitations on the
information available for with-prafits arrangements.

The Trustees are ]on‘g-term'investors and are nat {ooking to.change the investment-arrangements.on a
frequent basis.

8. Palicies in relation to liquid Assets

The Trustees considers iiliquid asséts as assets of a type which cannot-easily or quickly be sold or exchanged
for cash; including where such assets are invested as-a component ofa daily-dealing multj-asset fund. The
Aviva FP With Profits Fund (NGP Pre Demutualisation) Fund, includes a direct allocation to Property of ¢. 9.6%
as at 31 December 2023. We acknowledge this position in illiquid assets provides diversification in'the
solution.

The Trustees are comfdrtabl'e directly and'indlrectiy investing in a small proportion.of members’ assets in
illiquid assets through the Aviva FP With Profits Fund {(NGP Pre. Demutualisation) Fund, in order-to capture the
potential for higher returns and beneflts of diversification relative to more tradltlonal asset classes (such as
bonds or equities) that illiguid assets can offer. While these benefits are recognlsed by the Trustees, it is also
aware of the risks to members. Given the potential for valuations. of illiquid: -assets to notreflect their true
value at a given time and concerns over liguidity management, Aviva maintains the direct investment into
illiquid assets ata relatwely modest proportion of total assets.

For any further illiquid alfocation in future; the Trustees will carefully consider whether the investment
provides value for members taking account of the: potential for: returns and associated risks. Itis. the Trustees”
policy to review the aliocation of the default investment strategy on at least a triennial basis, Such reviews will
include whether the level of illiquid asset investments continues to be appropriate. This policy reflects the
current position of the Scheme.
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8, Review of this Statement

The Trustees will review this Statement at least once every three years and without delay after any significant
change in investment policy. Any change to this Statement wili only be made after having obtained and
considered the written advice of someong who the Trustees reasonably believe to be qualified by their ability

in and practical experience of financial matters and to-have the appropriate knowledge and experience of the
management of pension schiéme investments:

Name in block letters: ROBERT SPENCER-5MITH
Title.or Position:: CHAIR OF TRUSTEES

Date: 198 JULY 2024



