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NORTHERN POWERGRID PENSION SCHEMEL
REPORT OF THE TRUSTEES TO THE PENSION SCHEME MEMBERS

ANNUAL REPORT

The Northern Powergrid Pension Scheme (“the Scheme”) is an ear-marked scheme and is therefore exempted from the
requirement to obtain audited financial statements. The Scheme is, however, required to obtain an auditor’s statement
about coniributions.

In accordance with provisions of Schedule 36 of the Finance Act 2004, the Scheme became a registered pension scheme
under Chapter 2 of Part 4 of the Finance Act 2004 with effect from 6 April 2006.

SCHEME MANAGEMENT
There have been no changes of professional advisors during the year and a list of advisers is set out on page 1.
TRUSTEES

In accordance with the Occupational Pension Schemes (Member Nominated Trustees and Directors) Regulations 2006,
Mr Jeremy Meara and Mr Paul Russell are Member Nominated Trustees.

Any Member Nominated Trustee may at any time retire from office by giving one month’s notice in writing to the
principal employer.

The principal employer, Northern Electric ple, may appoint or remove Employer Nominated Trustees by means of a
Deed of Appointment. -

The Trustees met six times during the year ended 5 April 2022, on 8 July 2021, 8 September 2021, 30 September 2021,
2 December 2021, 24 January 2022 and 22 March 2022,

INVESTMENT MANAGEMENT AND PERFORMANCE

All contributions from members are paid to Blackrock Investment Management (UK} Limited (“Blackrock™) which
has sole responsibility for the safekeeping and investment of the individual member’s funds.

Individual statements are provided to each member by Aegon showing their investment and retarn at 5 April each year.
SCHEME MEMBERSHIP

Active membership of the Scheme can be summarised as follows:

Members in Service No. No.
At 6 April 2021 2,064

New members 229

Leavers (179

Death in Service @

Ported Records

At 5 April 2022 2,112

Deferred members

As at 6 April 2021 735
Adjustment to opening balance (2)
Leavers from members in service 179
Death in Deferment (3)
Benefits paid {43)
Transfers out (55)
Ported Members {7
At 5 April 2022 804
Total Scheme members as at 5 April 2022 2,916

Members have access to a full range of products under Pension Flexibilities when taking their retireinent benefits. At
the time a member takes histher retirement benefits, the Scheme'’s liability to the member ceases and, for this reason,
such members are excluded from the table above.




EMPLOYER-RELATED INVESTMENTS

It is the policy of the Trustees not to invest any Scheme monies in Northern Electric plc and not to allow any Scheme
assets to be used as collateral or security on behalf of the principal employer or any connected business or individual.

CONTRIBUTIONS

All contributions have been made in accordance with the Payment Schedules dated 11 June 2020 and 14 July 2021,
which between them covered the year ended 5 April 2022.

CHAIR’S ANNUAL GOYVERNANCE STATEMENT

The Trustees have prepared a statement on governance in accordance with regulation 23 of The Occupational Pension
Schemes (Scheme Administration) Regulations 1996, as amended by The Occupational Pension Schemes (Charges
and Governance) Regulations 2015 for the period from 6 April 2021 to 5 April 2022. A copy of this statement is
attached to these accounts as Appendix 1 and is also available on Northern Powergrid’s website by using the search
facility at www.northernpowergrid.com/document-library.

ANNUAL IMPLEMENTATION STATEMENT

Introduction

The Trustees have prepared the following implementation statement in accordance with the Pension Protection Fund
(Pensionable Service) and Occupational Pension Schemes (Investment and Disclosure) (Amendment and
Modification) Regulations 2018, which explains how the Trustees have acted on the principles contained within the
Statement of Investment Principles. A copy of the Implementation Statement is also available on Northern Powergrid’s
website by using the search facility at www.northernpowergrid.com/document-library.

This statement sets out how, and the extent to which, the Statement of Investment Principles (*SIP”) produced by the
Trostees has been followed during the year to 5 April 2022 (the “Scheme Year”). This statement has been produced in
accordance with The Pension Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investmenit
and Disclosure) (Amendment and Modification) Regulations 2018 and the guidance published by the Pensions
Regulator. The table later in the statement sets out how, and the extent to which, the policies in the SIP have been
followed,

Investment Objectives of the Scheme

The Trustees recognise that members have differing investment needs and that these may change during the course of
members’ working lives. The Trustees also recognise that members have different attitudes to risk. The Trustees
regard their duty as making available a range of investinent options and lifestyle strategies sufficient to enable members
to tailor their own investment strategies to their own needs.

The Trustees also recognise that members may not believe themselves qualified to take investment decisions. As such,
the Trustees inake available a default investment option to members.

The Trustees undertake a review of the Scheme’s fund choices and the investment manager arrangements on a regular
basis, at least every three years and without delay following any significant changes in membership.

The policies set out in the SIP are intended to help meet the overall investment objectives of the Scheme. Details of
the Trustees’ objectives with respect to the default investment option, the alternative lifestyle options and the self-
select fund range are outlined in the SIP.

Review of the SIP

During the year the Trustees reviewed the SIP and a revised SIP was signed on 30 September 2021, in order to reflect
the following changes to the Scheme’s investment strategy, which were implemented in July 2021:

1) Introduction of the new NPPS Drawdown Fund;

2) Introduction of the new Lifestyle Drawdown Strategy;

3) Changing the Scheme’s main default investment strategy from Lifestyle Pension to Lifestyle Drawdown;
4}  Changes to the underlying investments within the NPPS Growth Fund; and

5) Changes to the Lifestyle Cash Strategy.

The suspension of the Aegon Property Fund was lifted during the Scheme Year such that investment of members’
contributions into the fund the ability for members to disinvest from the fund re-commenced. All contributions that
had been invested in the NPPS Cash Fund during the suspension were transferred to the Property Fund, however the
NPPS Cash Fund remains an additional default arrangement.




As part of the changes to the Scheme’s main default investinent strategy, some members who were less than 4 years
to retirement remained invested in Lifestyle Pension. As a result Lifestyle Pension became an additional default
arrangement in July 2021 and the SIP was updated to reflect this.

Assessment of how the policies in the SIP have been followed during the Scheme Year

The information provided in table below highlights the work undertaken by the Trustees during the Scheme Year and
over the longer term, where relevant, and sets out how this work followed the Trustees’ policies in the SIP, relating to
the Scheme as a whole and the defaunlt investment arrangeinent,

A copy of the SIP is included in the Chair’s statement, attached as Appendix 1, and is also available on Northern
Powergrid’s website by using the search facility at www.northernpowergrid.com/document-library.

In summary, it is the Trustees® view that the policies in the SIP have been followed during the Scheme Year.

Requirement

Policy

In the Schieme Year

1 Securing compliance with
the legal requirements about
choosing investments.

The Trustees have comsulted with
Northern Electric ple, the Principal
Employer, and have considered
written professional advice from a
suitably qualified person from
Mercer.

The advice received and
arrangements implemented are, in the
Trustees’ opinion, consistent with the
requirements of Section 36 of the
Pensions Act 1995 (as amended).

The suspension of the Aegon
Property Fund was lifted during the
Scheme Year such that investment of
members’ contribution into the fund
and the ability for members to
disinvest from the fund re-
commenced. All contributions that
had been invested in the NPPS Cash
Fund during the suspension were
transferred to the Property Fund,
following the Trustees receiving
advice,

The Trustees received advice on the
overall suitability of the NPPS Cash
Fund in a prior Scheme Year.

The Trustees, having taken advice
from their investment advisor as part
of the triennial investment strategy
review in the prior Scheme Year,
tmplemented the following changes
to the Scheme’s investment
arrangements:

1} “Lifestyle Drawdown” was in-
troduced as the new default in-
vestinent option, with the ma-
jority of current default mem-
bers being switched to this op-
tion, Members invested in the
cwrent  default  arrangement
with 4 years or less to retire-
ment remained in the previous
default arrangement;

A new blended “NPPS Draw-
down Fund” was introduced
and used within the new default;
and

2)

The asset allocation of the exist-
ing “Lifestyle Cash” and NPPS
Growth Fund was changed,

3)

The Trustees received suitability
advice from their investment advisor
for the above changes in June 2021.




This advice included suitability
advice on the new investment in the
LGIM Diversified Fund, which was
introduced as a new underlying
component of the NPPS Growth Fund
within the Scheme Year.

Kinds of investments to be
held and the balance
between them.

The Trustees make available a range
of options including equity, propeity,
bonds, diversified growth and money
market funds with both active and
passive management options offered
depending on asset class,

The Trustees believe this range
provides appropriate choices for
members’ different saving objectives,
risk profiles and time horizons.

if members self-select, they can
combine their investment funds in
any proportion to determine the
balance between different kinds of
investinents.

The Trustees, having taken advice
from their investment advisor in the
prior Scheme year, implemented
changes to the Scheme’s investment
atrangements as a result of their
triennial review of the Scheme’s
investment strategy carried out in
2020.

QOver the Scheme Year, the Trustees
received investnent performance
reports on a quarterly basis which

monitored the investment
performance of the funds within the
defauit investment option, the

alternative lifestyle options and the
self-select funds, looking at the funds’
performances against their
benchmarks over both short and
longer-term periods.

The Trustees were satisfied with the
performance of the funds over the
Scheme Year, which have mainly
performed in line ith their
underlying aims and objectives. As
such, the Trustees remained
comnfortable that the Scheme’s
investmeitt options were appropriate
for members.

The Trustees also conduct an annual
Value for Members (VIM)
assessment and the VIM in respect of
the Scheine Year concluded that the
Scheime provides good value for
members.

Risks, including the ways in
which risks are to be
measured and managed.

The Trustees have considered risk
from a number of perspectives. Due
to the complex and interrelated nature
of these risks, the Trustees consider
these risks in a qualitative rather than
quantitative manner as part of each
formal strategy review.

As detailed in the risk section in the
SIP, the Trustees consider both quan-
titative and qualitative measures for
these risks when deciding investinent
policies, strategic asset allocation, the
choice of fund managers, funds and
assef classes.

The Trustees maintain a risk register
of the key risks, including the invest-
ment risks. This register is monitored
and reviewed on at least an annual ba-
sis.

Expected refurn on

investiments.

The  Trustees  consider  the
appropriateness of the investment
arrangements to ensure that the
expected amount
commensurately the expected return)
is appropriate.

of risk (and

The Trustees monitor the
perforinance of the funds and lifestyle
strategics  against their  stated
objectives/benchmarks. This is done
on a quarterly basis, with an
investment report presented at each




The default option balances between
different kinds of investments to
ensure that the expected amount of
risk (and commensurately the
expected return) is appropriate given
the age of the member and their
expected retirement date.

If members self-seiect, they can
combine the investiment funds in any
proportion to determine the balance
between  different  kinds  of
investments. This will also determine
the expected return on a member's
assets and should be related to the
member’s own risk appetite and
tolerances.

Details of the expected returns for
various asset classes are included in
the SIP.

ineecting.  The investment report
includes changes to the investment
adviser’s manager rcsearch rafings
and notes any other relevant
developments at the investment
managers.

The Trustees, with professional ad-
vice from a suitably qualified person
from Mercer, consider the trade-off
between risk and expected returns.
The Trustees consider the appropri-
ateness of the investment arrange-
ments to ensure that the expected
amount of risk (and commensurately
the expected return) is appropriate.

Investment perforinance is also as-
sessed as part as the annual VIM as-
sessment to ensure that members are
invested in funds providing commen-
surate value.

Realisation of investments.

All funds, including those in the
default investment strategy, ate daily-

dealt pooled investment
arrangements, These pooled
investment arrangements are

themselves regulated and underlying
investments are mainly invested in
regulated markets.

Where pooled investment
arrangements do not invest in assels
in regulated markets, they are not
cxpected to account for a material
proportion of assets. Therefore, assets
should be realisable at short notice,
based on member or Trustees’
demand.

The Trustees receive governance
reports on a quarterly basis to ensure
that core financial transactions are
processed within  service level
agreements and regulatory timelines,
which includes the timely processing
and settling of member trades.

All funds are daily-dealt pooled
investinent arrangements, with assets
mainly invested on regulated markets,
and therefore should be realisable at
short notice, based on member
demand.

The suspension of the Aegon
Property Fund was lifted during the
Scheme Year such that members were
able to invest in or disinvest from that
fund once again.

Financially naterial
considerations over the
appropriate time horizon of
the investments, including
how those considerations are
taken into account in the
selection, retention and
realisation of investments.

The risks identified in the SIP are
considered by the Trustees to be
“financially material considerations’.

The Trustees believe the appropriate
tine hotizon within which these
considerations should be assessed
should be viewed at a member level.

The  Trustees believe  that
environmentai, social, and corporate
governance (ESG) factors do have a
material impact on investment risk
and return outcomes and that good
stewardship helps create and preserve
value for companies and markets as a
whole.

The Trustees also recognise that long-
term sustainability issues,
particularly climate change, present

The investment performance report is
reviewed by the Trustees on a
quarterly basis and includes ratings
(both general and ESG-specific) by
the investment advisor. The
investment  advisor  periodically
reports any change in its ESG ratings
to the Trustees and inakes
reconmendations, as appropriate.
ESG ratings are also included as part
of the annual VM assessment, which
forins part of the Chair’s Statement,

The majority of managers remained
generally highly rated during the
Scheme Year. Where managers were
not highly rated from an ESG
perspective, the Trustees continued to
monitor them. When implementing a
new manager the Trustees consider
the ESG rating of the manager.
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risks and  opportunities  that
increasingly may require explicit
consideration.

Due to the arrangement with Aegon
to access pooled funds, the Trustees
have given appointed investment
managers full discretion in evaluating

ESG factors, including climate
change considerations, exercising
voting rights and stewardship

obligations attached to the Scheme’s
investments.

However, the Trustees consider how
ESG, climate change and stewardship
is integrated within investment
processes when appointing new
investment managers and monitoring
existing  investment  managers.
Monitoring ESG  integration is
included as part of the quarterly
reporting.

The SIP includes the Trustees’ policy
on ESG factors, stewardship and cli-
mate change and sets out the Trus-
tees’ beliefs on ESG and climate
change and the processes followed by
the Trustees in relation to voting
rights and stewardship.

The Trustees keep their policies under
regular review with the SIP subject to
review at least triennially.

The extent (if at all} to which
non-financial maftters are
taken into account in the
selection, retention and
realisation of investments.

Occasionally, the Trustees consider
views of the members when deciding
the range and suitability of the
investment options.

As aresult of this policy, the Trustees
make available an ESG fund for self-
select members to invest in. Advice
was taken to ensure the suitability of
this option during a prior Scheme
year.

The exercise of the rights
(incheding  voting  rights)
attaching to the investments.

Due to the arrangement with Aegon
to access pooled funds, the Trustees
have given appointed investment
managers full discretion in evaluating

ESG factors, including climate
change considerations, and
exercising  voting  rights and

stewardship obligations attached to
the Scheme’s investments,

Where investments are made on a
passive basis, whilst the manager has
no discretion over the selection of
individual shares or bond issues (as
the manager seeks to match the
composition of the benchmark index
as closely as possible} the Trustees
expect managers to vote in line with
their own corporate governance

policy.

The Trustees have delegated their
voting rights to the investment man-
agers through the contract with Ae-
gon on the basis that voting power
will be exercised by themn with the ob-
jective of preserving and enhancing
long-terin sharcholder value.

Over the prior 12 months, the
Trustees have not actively challenged
the investment managers on their
voting activity.

Voting activity information for funds
where the Scheme has equity
exposure (where provided) is
summarised in the appendix.

Undertaking  engagement
activities in respect of the
investinents (including the
methods by which, and the
circumstances under which,
the Trustees would monitor
and engage with relevant
persons  about  relevant
matters).

Due to the arrangement with Aegon
to access pooled funds, the Trustees
have given appointed investment
managers full discretion in evaluating

ESG factors, Including climate
change considerations, and
exercising  voting rights and

stewardship obligations attached to
the Scheme’s investinents.

However, the Trustees consider how
ESG, climate change and stewardship
is inteprated within investinent

As the Scheme invests solely in
pooled funds, the Trustees delegate to
their investment managers to engage
with the investee companies on their
behalf.

The Trustees recognise that it is not

possible to specify investment
restrictions, in  particular ESG
restrictions, where  assets  are

managed via pooled funds and,
furthermore, given that it is Aegon
that has the direct relationship with

7




processes when appeinting new
investment managers and monitoring
existing investment managers.

the third parties offering the funds
{(and not the Trustees). However, the
Trustees consider how ESG, climate
change and stewardship is integrated
within investment processes when
appointing new investment managers
and monitoring existing investment
managers.

Over the Scheme Year, the Trustees
reinained satisfied that the contractual
arrangement in place with Aegon
remained appropriate.

10 | How the arrangement with | The underlying investinent managers | Over the year, the Trustees continued
the asset manager | are appointed based on their | to monitor the performance of the
incentivises the  asset | capabilities and, therefore, their | investment managers against their
manager to  align  its | perceived likelihood of achieving the | stated objectives/benchmarks on a
investinent  strategy and | expected return and risk | quarterly basis. The investment report
decisions with the Trustees’ | characteristics required for the asset | includes changes to the investment
policies. class being selected. adviser’s manager research ratings

and notes any other relevant
The underlying investment managers | developments at the investment
are aware that their continued | managers.
appointment is based on their success
in delivering the mandate they have | Based on this ongoing monitoring,
been appointed to manage. If the | the Trustees are happy that the con-
Trustees are dissatisfied, then they | tractual arrangements in place con-
will look to replace the manager, tinue to incentivise the managers to
make decisions based on medium to
long-term financial and non-financial
performance.

Il | How the arrangement | The Trustees consider the investment | Over the Scheme Year, the Trustees
incentivises  the  asset | advisor’s assessment of how each | have continued to monitor the
manager to make decisions | underlying investment  manager performance of the investinent
based on assessments about | embeds ESG into its investment managers  against their  stated
medium  to  long-term | process and how the managet’s | objectives/benchmarks on a quarterly
financial and non-financial | responsible investment philosophy | basis. The investment report includes
performance of an issuer of | aligns with the Trustees’ responsible | changes to the investment adviser’s
debt or equity and to engage | investment policy. This includes the Inanager research ratings and notes
with issuers of debt or equity | underlying investment managers’ | any other relevant developments at
in order to improve their | policy on voting and engagement, | the investinent managets.
performance in the medium | The Trustees will use this assessment
to long-term. in  decisions around selection, | Based on this ongoing monitoring,

retention and realisation of manager | the Trustees are happy that the

appointments, confractual arrangements in place
continue to incentivise the managers
to make decisions based on medium
to long-term financial and non-
financial performance,

12| How the method (and time | The Trustees receive investment | Whilst the Trusices’ focus is on long-

horizon) of the evaluation of

the asset manager’s
performance  and  the
remuneration  for  asset
management services are in
line with the Trustees’
policies.

manager performance reports on a
quarterly  basis, which present
performance informnation over three
months, one year, three years and five
years.

The Trustees review the absolute
performance and relative
performance against a suitable index
used as the benchunark and against the
underlying manager’s stated target
performance (over the relevant time

term performance, they also take
shorter-term performance into ac-
count, by reviewing the investment
manager petformaice reports.

If an underlying manager is not meet-
ing perforinance objectives, or their
investment objectives for the fund
have changed, the Trustees may re-
view the suitability of the manager
and change managers where required.

8




period) on a net of fees basis. Whilst
the Trustees’ focus is on long-term
performance, they also take shorter-
term performance into account,

As part of the annual VIM
assessment, the Trustees review the
investment managers® fees. Action is
taken where the Trustees feel an
improvement in value might be
possible.

13 | How the Trustees monitor | The Trustees consider portfolio | The Trustees consider portfolio
portfolio turnover costs | turnover costs as part of the annual | turnover costs — by way of
incmred by the asset | VM assessment. considering transactions costs and the
manager, and how they associated disclosures - as part of the
define and monitor targeted | The Trustees do not currently define | annual VEM assessment. However, as
portfolio furnover or | target portfolio tunover ranges for | there is no “industry standard” or
turnover range. funds, but they will engage with a | universe to which the Scheme’s

manager if portfolio turnover is | transaction costs can be compared,

higher than expected. the Trustees are still not in a position
to make a meaningful relative
comparison.
As the Scheme invests via pooled
funds, the Trustees do not currently
define target portfolio turnover
ranges for funds, but they will engage
with 2 manager if portfolio turnover is
higher than expected.

14 | The duration of the | All the funds are open-ended with no | The  Trustees  monitor  the

arrangement with the asset
manager

set end date for the arrangement, The
fund range and default strategy are
reviewed on at least a triennial basis.
An underlying manager’s
appoeintment inay be terminated if it is
no longer considered optimal or does
not have a place in the default
strategy or the self-select fund range.
This is independent of time.

performance of the funds against their
stated objectives/benchmarks. This is
done on a quarterly basis. The
investment report also includes
changes to the investment advisor’s
manager research ratings.

The Trustees may terminate manager
appointments if they are dissatisfied
with the manager’s ongoing ability to
deliver specific targets.

The Trustees made one new manager
appointment during the Scheme Year,
as the LGIM Diversified Fund was
introduced as a new underlying
component of the NPPS Growth
Fund. The Trustees received advice
on the suitability of this fund from
their investment advisor in June 2021,
ahead of the changes being
implemented in July 2021.
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Examples of Significant Votes

Examples of significant voting information from each of the underlying investment managers (where provided) over
the 12 months to 31 March 2022 is swnmarised in the table below:

Fund Com- Date of Summary of Resolu- | Rationale of the voting activity Outcome
pany vote fion
name
BlackRock FOR: BlackRock believe it is in
30/70 Cur- - , .
i Rio Tinfo Resolution: Approve | the best interests of shareholders to
rency Hedged . 06/05/2021 . § ST | Pass
. Limited Emissions Targets | have access to greater disclosure
Global Equity his i
Index! on this 1ssue,
BRlackRock Chevron FOR: BlackRock believe it is in
World (ex- / Resolution: Reduce | the best interests of sharcholders to
UK) Bqui Corpora- | 26/05/2021 g 3 Emmissi " eater disclosur Pass
quity tion cope 3 Emissions ave access to greater disclosure
Index on this issue.
Exxol FOR: HSBC were concerned by
HSBC Islamic Mobil Resolution: Report the lack of substantial improve-
Global Equity ] 26/05/2021 . | Bepe ment in Exxon's commitment and | Pass
Corpora- on Climate Lobbying S .
Index tion strategy with regards to climate
change.
FOR: LGIM expects companies
Resolution: Revort to disclose meaningful infor-
LGIM Ethical Intel P b mation on its gender pay gap and
X on Global Median . e o . .
Global Equity | Corpora- | 13/05/2021 i . the initiatives it is applying to | Fail
. Gender/Racial Pay ;
Index tion Ga close any stated gap. LGIM views
p gender diversity as a financially
material issue,
FOR: BlackRock recognise the
BlackRock . . c_ompany's efforts. to date but be-
UK Equity In- BPPle | 12/05/2021 Resolution: (_Jlnnate lieve that supporting the pl?posal Fail
dex Change Targets .may accelerate the company's pro-
’ gress on climate risk management
and/or oversight.
BlackRock Resolution: Flect Di- | AGAINST: Vote against compen-
Diversified AT&T 30/04/2021 rector Beth E. sation committee meml:fe: becau_se Pass
Growth? Inc. M pay is not properly aligned with
ooney L  E
performance and/or peers.
FOR: LGIM supports proposals
LQIM_ Apple Resolution: Report related to diversity and inclusion
Diversified PP 04/03/2021 plation: BEPOIT | olicies as they consider these is- | Pass
Fund® Inc. on Civil Rights Audit o
sues to be a material risk to com-

panies.

1) Component of the NPPS Global Equity and NPPS Growth Fund
2) Component of the NPPS Diversified Growth, NPPS Growth Fund and NPPS Drawdown Fund
3) Component of the NPPS Growth Fund and NPPS Drawdown Fund

Note: The BlackRock Consensus Fund is a fund of funds and therefore aggregated voting information is not
available.
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STATEMENT OF TRUSTEES’ RESPONSIBILITIES

The Trustees are responsible under pensions legislation for ensuring that there is prepared, maintained and from time
to time revised, a payment schedule showing the rates of contributions payable towards the Scheine by or on behalf of
the principal and participating employers and the active members of the Scheme and the dates on or before which such
contributions are to be paid. The Trustees are also responsible for keeping records of contributions received in respect
of any active member of the Scheme andl for procuring those contributions are made to the Scheme in accordance with
the payment schedule. Where breaches of the schedule occur, the Trustees are required by the Pensions Act 1995 to
consider making reports to the Pension Regulator and the members.

The Trustees also have a general responsibility for ensuring that adequate accounting records are kept and for taking
such steps as are reasonably open to them 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.

Signed on behalf of the Trustees

John Elliott
Chair of the Northern Powergrid Pension Scheme

7 September 2022




INDEPENDENT AUDITOR’S STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEES OF THE
NORTHERN POWERGRID PENSION SCHEME

We have examined the Summary of Contributions to the Northern Powergrid Pension Scheme for the Scheme year
ended 5 April 2022 to which this statement is attached.

In our opinion contributions for the Scheme year ended 5 April 2022 as reported on the Summary of Contributions and
payable under the Payment Schedule have in all material respects been paid from 6 April 2021 to 13 July 2021 at least
in accordance with the Payment Schedules dated 11 June 2020 and subsequently at least in accordance with the
Payment Schedule dated 14 July 2021.

Scope of work on statement about contributions

Our examination invelves obtaining evidence sufficient to give reasonable assurance that contributions reported in the
attached Suminary of Contributions have in all material respects been paid at least in accordance with the Payment
Schedules. 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 Schedules.

Respective responsibilities of Trustees and the Auditor

As explained more fully in the Statement of Trustees’ Responsibilities, the Scheme’s Trustees are responsible for
preparing and from time to time reviewing and, if necessary, revising the Payment Schedules and for monitoring
whether contributions are made to the Scheme by the employer in accordance with the Payment Schedules.

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

Use of our report

This statement is made solely to the Trustees, as a body, in accordance with Regulation 4 of the Occupational Pension
Schemes (Requirement to obtain Audited Accounts and a Statenent from the Auditor) Regulation 1996 made under
the Pension Act 1995. Our work has been undertaken so that we might state to the Trustees those matters we are
required to state to them in an auditor’s statement about contributions and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibilities to anyotie other than the Trustees as a body for our work,
for this siatement, or for the opinion we have formed.

Deloitte LLP
Statutory Auditor
Birmingham
United Kingdom

Date: 8th September 2022
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SUMMARY OF CONTRIBUTIONS PAYABLE DURING THE SCHEME YEAR ENDED 5 APRIL 2022
The aggregate amount paid over to the Scheme during the Scheme year ended 5 April 2022 in respect of employer and
member contributions (other than voluntary contributions) was £9,779,352 (2021: £9,063,439). All contributions paid

over to Blackrock Investment Management (UK) Limited (“Blackrock™} were paid in accordance with the two Payment
Schedules dated 11 June 2020 and 14 July 2021, which between them covered the year ended 5 April 2022,

Approved by all Trustees and signed on behalf of the Trustees by:

-

John Elliott
Chair of the Northern Powergrid Pension Scheme

7 September 2022




OTHER COMPLIANCE MATTERS

The Trustees aim to ensure that the Scheme is administered and managed to high standards, but it is possible that there
may be times when you are unhappy about soine matter relating to the Scheme and your benefits. Any query should
be initially referred to the Pensions Manager at the address below. Most queries can normally be quickly resolved
without the need for the formal procedures laid down in the Pensions Act 1995 to be invoked.

Pensions Manager
Northern Powergrid
98 Aketon Road
Castleford

West Yorkshire
WF10 5DS

The Pensions Advisory Service

The Pensions Advisory Service (TPAS) is an independent and voluntary organisation established for the purpose of
giving free help and advice to members of the public on all matters concerning pension schemes {other than State
schemes) including personal pensions. The service is available to all those who think they have pension rights
including Scheme menbers, pensioners, those with deferred pensions and dependants. TPAS can be contacted at:

11 Belgrave Road

London SW1V IRB

Tel: 0845 601 2923

Website: www.pensionsadvisoryservice.org.uk

Pensions Ombudsman

The Pensions Ombudsman was established to investigate complaints of injustice due to maladministration and disputes
of fact or law between complainants and trustees, managers, or employers. The Ombudsman can be contacted at:

11 Belgrave Road

London SW1V IRB

Tel: 020 7630 2200

Website: www.pensions-ombudsman.org.uk

The Pensions Regulator

The Scheme has been registered with the Pensions Regulator, which can be contacted at:

Napier House

Trafalgar Place

Brighton BN1 4DW

Tel: 0870 606 3636

Website: www.thepensionsregulator.gov.uk

Disputes Resolution Procedure

Under the Pensions Act 1995 there is a requirement for the Scheme to set up its own formal procedures for resolving
any dispute with the Trustees or adininistrators, It is to be used when a member or potential beneficiary has a dispute,
which has not been satisfactorily resolved informally. In conjunction with this or when this process is complete, if the
individual still feels dissatisfied, he/she can refer the dispute to The Pensions Advisory Service ('TPAS’) for informal
help or pursue the matter through the office of the Pensions Ombudsman or ultimately through the Courts.

Specific queries relating to members® individual benefits should be addressed to the Administrators of the Scheme,
who may be contacted as follows:

Aegon Workplace Investing
PO Box 17486
Edinburgh EH12 INU
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Appendix 1

CHAIR’S ANNUAL GOVERNANCE STATEMENT FOR THE PERIOD 6 APRIL 2021 TO 5 APRIL 2022

Regulation 23 of The Occupational Pension Schemes (Scheme Administration) Regulations 1996, as amended by The
Occupational Pension Schemes (Charges and Governance) Regulations 2015 (together with the “Administration
Regulations™), requires the Trustees of the Northern Powergrid Pension Scheme (the “Scheme”) to prepare this
Statement on governance for inclusion in the Scheme’s accounts for the period from 6 April 2021 to 5 April 2022 (the
“Scheme Year”).

A copy of this statement is available on Northern Powergrid’s website by using the search facility at
wwiw northernpowergrid.com/document-library.

Administration

The Trustees continued to monitor the level of service provided by Aegon via the administration report received from
Aegon at their regular meetings and noted that service level performance declined in the second half of the Scheme
Year due mainly to increased staff turnover resulting from the challenges posed by the COVID-19 situation, Aegon
has infroduced various initiatives with the aim of enhancing its Contact Centre’s performance and the Trustees will
monitor the situation closely to ensure that Aegon returns to the high standard of service provided previously. Despite
these issues, Aegon continued to focus on ensuring that financially critical items were dealt with appropriately, the
number of complaints received remained very low and a high Net Promoter Score continued to be delivered.

Investment
Tnvestment arrangements during the Scheme Year:

The Trustees are responsible for the Scheme’s investment governance, which includes setting and monitoring the
default investment strategy, and are expected to review the investment strategy of the default arrangement at regular
intervals, which should be at least every three years, and take into account the needs of the Scheme’s membership
when designing the default arrangerment,

The Trustees completed their latest review of the investment strategy on 16 July 2020 and, given that relatively few
people now appear to be using their benefits to purchase an annuity on retirement, concluded that:

a) A lifestyle strategy that targets drawdown was to be introduced, which would increase member choice from
two lifestyle strategies to three i.e, strategies targeting drawdown, annuity purchase and cash:

b) The default lifestyle strategy was to be changed to incorporate the new strategy that targets drawdown; and

c) The new Lifestyle Drawdown Strategy was to be invested 100% in the NPPS Growth Fund during the growth
phase and have a final allocation on completion of the de-risking phase of 70% in the new NPPS Drawdown
Fund and 30% in the NPPS Cash Fund.

At that time, the Trustees agreed the composition of the new investment arrangements in principle but concluded that
prevailing market conditions and the associated, estimated transaction costs were such that the changes were to be
taken forward when it was apparent that an appropriate degree of stability had returned to the markets.

In March 2021, noting that market volatility and estimated transaction costs were considerably lower than in May
2020, when the investment strategy review was ongoing, the Trustees decided to begin the process of moving to the
new investment strategy. Details of the changes were communicated to members in May 2021 and the changes were
implemented with the Lifestyle Drawdown Strategy being made available as the default investment arrangement in
July 2021. Members of the Scheme who were invested in the previous default lifestyle strategy were transferred to
Lifestyle Drawdown Strategy, except for those members who were within four years of retirement who remained in
the old default ‘Lifestyle Pension’.

If a member does not decide to invest in the Lifestyle Pension Strategy, the Lifestyle Cash Strategy or in self-select
funds of their choice, the member’s funds are invested in the Lifestyle Drawdown Strategy by default, The Lifestyle
Drawdown Strategy targets drawdown and its introduction increased member choice from two to three lifestyle
strategies; i.e. sirategies are available that target drawdown, annuity purchase and cash options,

The Scheme also continued to make available a range of self-select funds for those members wishing to select and
manage their investments themselves, rather than investing in any of the lifestyle strategies.
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Although there continued to be a high level of narket volatility due to the effects of the COVID-19 pandetnic, the
main fund used during the growth phase of the default investinent airangements, i.e. the NPPS Growth Fund, delivered
a positive return over the Scheme Year and has continued to outperform its benchmark over the last three years. The
new Lifestyle Drawdown was only implemented during Quarter 3 of 2021, hence there is limited performance history
to report.

The Trustees regularly monitored and reviewed the performance of the default investment arrangement against
benchmark returns, which were agreed to be appropriate when first setting the strategy. Aegon, the Scheme’s
investment platforin provider, supplies a quarterly report on the performance of the Scheme's funds against the
benchmarks and Mercer also provides a quarterly report highlighting any investment issues that required consideration
or action by the Trustees.

The suspension of the Property Fund was lifted from 26 January 2022 such that self-select members’ regular
contributions reverted to being paid into the Property Fund, rather than into the Cash Fund, and members’ funds that
had been held temporarily in the Cash Fund while the Property Fund had been suspended were fransfeired to the
Property Fund. It remains the Trustees’ intention to review in due course whether property in general remains an
appropriate investment for the Scheme over the longer term and, if so, whether any changes are to be made to the
investment options made available.

The Trustees have continued and will continue to monitor investiment performance and take appropriate advice from
Mercer, their investment adviser, including in respect of the continuing impact of the COVID-19 pandemic and
Russia’s invasion of Ukraine. In respect of the latter situation, the Trustees considered whether any action was required
and concluded that no upcoming transaction activity was planned. Furthennore, the direct exposure to Russia at <0.5%
prior to the invasion was negligible, with the Scheme’s holdings in Russian assets being via pooled funds and there
were no links between Russia and the Scheme’s key suppliers.

Further details of the investment strategy can be found in the Scheme’s Statement of Investment Principles (the “SIP”)
and, in accordance with the Adninistration Regulations, the Trustees have appended to this Statement as Annex 1 the
latest copy of the SIP, which has been prepared under Section 35 of the Pensions Act 1995 and Regulations 2 and 2A
of the Occupational Pension Schemes (Investment) Regulations 2005. The current version of the SIP reflects the
investment strategy following the changes made in July 2021.

The Trustees have also prepared an Implementation Statement in accordance with the Pension Protection Fund
{(Pensionable Service) and Occupational Pension Schemes (Investment and Disclosure) (Amendment and
Modification) Regulations 2018, which is included as Appendix 1 to the accounts for the Scheme Year and explains
how the Trustees have acted on the principles contained within the SIP.

Copies of the SIP and the Impleinentation Statement are also available on Northern Powergrid’s website by using the
search facility at www northernpowergrid.com/document-library.

Value for Members Assessment

The Trustees obtained the independent auditor’s statement about contributions for the scheme year that ended most
recently (i.e. for the year ended 5 April 2022) on 7 September 2022, on which date the combined asset value of the
funds available as part of the Scheme was £101,637,454 million.

The Trustees have undertaken an assessment of how the Scheme provides value for members in respect of its
investment and administrative arrangements, based on inforination from the year ended 5 April 2022. The Trustees
cartied out that assessment in terms of Price (by considering whether the ongoing charges paid were competitive against
comparable alternatives), Performance (by considering whether the components of the Scheme achieved the desired
aim and outcome) and Productivity (by considering whether the Scheme offers good value for money across a range
of additional features for members, including scheme governance and management and communications.

The assessment concluded that the Scheme continued to provide good value for members in relation to member-borne
costs, with additional member resources paid for by Northern Powergrid (the “Company™) boosting that value further.
The basis for arriving at that conclusion was as follows:

a) Price: The majority of charges are competitive relative to comparable schemes and alternative investment plat-
forms, with 10 of the 15 investment funds offered to members equal to or below median fee arrangements.
Consequently, the Trustees are comfortable that the majority of the fees charged for the available funds are
competitive relative to the peer group but infend to review the Aegon Property Fund, which is the main outlier,
as part of an overall review of the self-select funds. As there is currently no agreed framework for assessing
transaction costs as part of the value for members assessment, it is not possible to benchmark transaction costs
against other arrangements but, based on a review of the data carried out by Mercer, the Trustees consider the
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b)

transaction costs to be broadly as expected and similar to those observed by other schemes. The Trustees will
continue to monitor and challenge, where appropriate, fees identified as being above the expected range,

Performance: Most funds have met their long-term objectives, with the majority of funds also remaining highly
rated by Mercer’s research team. Performance of the Scheme’s funds has mainly been good over the five years
to 31 March 2022, with 13 of the 15 funds being rated good (i.e. green) by Mercer, with one fund lacking
sufficient performance history to be assessed. Consequently, the Trustces are comfortable with the performance
of the majority of the funds over the long term and will continue to monitor that performance closely; and

Productivity: The Scheme offers a broad range of online tools and support and timely communications and
governed and inanaged effectively. Although admninistration performance during the Scheme Year was behind
SLAs, the Trustees have taken action to address the position, which they will continue to monitor in future. The
Scheme is well governed by the Trustees, which should improve the prospects of members achieving good
outcomes in retirement, The Trustees also work with their advisers and the Company’s Pensions Team to put
in place a highly rated fund range and to provide assistance to members in the form of commun ications, guid-
ance and educational material. In addition, Acgon’s TargetPlan online offering provides members with a range
of tools and information in an engaging and responsive way to help them plan for retirement appropriately and
make informed decisions; this offering includes a website, a mobile app, real-time personalised video state-
ments, plus member insights,

The funds rated as having overall good value collectively make up approximately 98.5% of the Scheme’s assets.

The tables below show performance, net of ali charges and transaction costs, of all funds available to members during
the Scheme Year:

Table 1:
Default Strategy Aunualised returns to 31 March 2022 (%)
Age of member at start of period 1 year S years
25 57 6.8
45 5.7 6.8
55 5.7 N/A#*

Sonrce: Aegon and Mercer.
Performance shown net of all charges and transaciion costs.
* Not applicable as there is not enough track record of the current lifestyie siraiegy to calculate this member refurn.

Table 2:

Self-select fund Annualized returns to 31 March 2022 (%)
1 year S years

NPPS Growth 57 6.8
NPPS Global Equity 9.7 9.0
NPPS Drawdown * - -
NPPS Pre-Retirement -5.8 _ 1.1
NPPS Cash -0.1 0.2
NPPS Diversified Growth 0.2 4.1
NPPS Absolute Return 3.1 1.1
BlackRock UK Equity 12.1 4.4
BlackRock World (ex-UK) Equity 13.9 11.6
BlackRock Consensus 7.3 58
Aegon Property 213 6.5
BlackRock Corporate Bond All Stocks -5.5 1.5




BlackRock Over 5 Years Index Linked Gilts 34 2.8
HSBC Islamic Global Equity 19.3 15.7
Aegon LGIM Ethical Global Equity Index 16.6 11.8

Saurce: Aegon.

Performance shown net of all charges and fransaction costs. Performance of standalone self-select options is independent of age, therefore
pecformance is shown in a different formnat to the lifestyle performance in Table I.

* Memnbers first nvested in the NPPS Drawdown Fund in July 2021, so returns over | year and 5 years are not available to 31 March
2022,

The Trustees will continue to actively monitor the fund managers’ investment performance and Aegon’s administrative
performance on a regular basis to ensure that value continues to be provided to the Scheme’s members.

Requirements for processing financial transactions

The Trustees believe that the requirements of regulation 24 of the Administration Regulations have been met and core

financial transactions have been processed promptly and accurately. A system of internal controls is in place, as

outlined in the Internal Controls section below, which is aimed at monitoring the Scheme’s administration and

management.

The following robust contrels continue to be in place in that respect:

a) Mechanisms exist for ensuring the prompt and accurate processing of financial transactions, including the core
transactions such as the payment and investment of contributions, the transfer of members’ assets into and out

of the Scheme, and the payment of benefits to members on retirement;

b) A Risk Register is maintained, which outlines the risks in relation to financial transactions, enabling the Trustees
to inonitor and review those risks on a regular basis;

c) There are specified timescales in the Scheme’s Payment Schedule, by which the Company must make the
monthly contributions to the Scheme. In practice, contributions are typically paid in much shorter timescales
than laid down in the Payment Schedule, usually within 11 working days;

d) Checks are undertaken by Deloitte LLP, the Scheme Auditor, that contributions are paid in accordance with the
Scheme Rules, as part of the audit of the Scheme’s annual accounts;

€) The Trustees delegate the administration of the Scheme’s member records to Aegon; and

f) The provision by Aegon of reports on the administrative activities it undertakes and its performance against the
agreed service levels for these activities, which are reviewed at the Trustees® quarterly meetings held during the
Scheme Year.

Internal Controls

The Trustees have agreed timescales with Aegon to provide a valued service to members in respect of the
administration of the Scheme,

Timescales for benefit processing

Task Service Level Agreement (“SLA™)
Transfer out quote 5 working days

Transfer in quote 5 working days

Retirement quotation 5 working days

Death quotation 5 working days

Investinent change 1 working day

Transfer in, transfer out and retirement quotes and actions relating to death cases all have a five day SLA. Changes to
where future contributions are invested has a three day SLA and the switching of existing monies has a one day SLA,
if the instruction is received by 1:00 pm, or the following day if it is received after 1:00 pm, with the price date being
T+]1.




Timescales for financial processing

Core financial
transaction

Key internal control

Investment of
monthly
contributions

Promptness
¢  Administrator operates a five-day cycle for investing contributions following receipt of
clean data from the Company {as opposed to 19th / 22nd permitted by legislation, if paid

following receipt
by Trustees

electronically). SLA is to invest within two days of receipt of monies assuming previous
receipt of clean data file.

Accuracy
¢  Monthly contribution cycie includes a reconciliation to either confirm that the data and
monies received match or not and any required action.

Investment Promptness
switches requested | o  Administrator’s SLA for member initiated switching investments is five working days
by members from date of request. (see above)

Accuracy
s All switches are reconciled by administrator.
*  Allmembers are notified when a member-initiated investment switch is completed.

Payment of Promptness

benefits to * SLAs for core benefit transactions (retirements, deaths and transfers) help ensure that
meimnbers, menmber wishes are known well in advance of benefit payment date.

including * Annual appraisal of common data helps ensure that member data is accurate, reducing
retirements,

the likelihood of delay from data gaps.
transfers and

death benefits Accuracy

*  Administrator operates peer review system for all benefit calculations.
®  Data accuracy is subject to regular evaluation and updating.

Charges and transaction costs

The Trustees are required to report on the charges and transaction costs for the investments used during the Scheme
Year and provide their assessment of the extent to which the charges and costs represent good value for members.

Transaction costs arise from the buying and selling of units in a fund or when managers trade within a pooled fund.
Turnover from trading within a fund will impact the level of costs borne by members. For example, passive funds will
generally have lower levels of trading and, therefore, lower associated costs when compared (o active managers.
However, transaction costs can vary widely depending on a manager’s approach.

There are two types of charges for the funds made available by the Scheme, the Annual Management Charge (the
“AMC”) and Total Expense Ratio (the “TER”). The AMC is the fee charged by the investment manager for managing
the individual funds whereas the TER comprises the AMC and additional fund expenses (*AFEs”), for example
custody costs where applicable.

The AMC and TER payable under the default lifestyle pension arrangement vary depending on the stage that each
member has reached in the default strategy’s de-risking process. All of the funds used in the default lifestyle pension
arrangement have TERs well below the charge cap of 0.75% p.a.

The current charges under the Lifestyle Drawdown Strategy are:

Investment phase Underlying investment fund AMC TER
Growth phase NPPS Growth 0.39% 0.42%
Default de-risking phase NPPS Drawdown 0.42% 0.44%
Default de-risking phase NPPS Cash 0.20% 0.23%
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The charges in respect of the Aegon HSBC Islamic Global Equity Index and the Aegon LGIM Ethical Global Equity
Funds were reduced during the Scheme Year. The table below provides information on the charges applicable to the
Scheme’s self-select investinent options, including those funds used in the default Lifestyle Drawdown Strategy, as of
5 April 2022:

Fund Name AMC TER
NPPS Growth 0.39% 0.42%
NPPS Global Equity 0.27% 0.28%
NPPS Drawdown 0.42% 0.44%
NPPS Pre-Retirement 0.30% 0.30%
NPPS Cash 0.20% 0.23%
NPPS Diversified Growth 0.55% 0.60%
NPPS Absoiute Return 0.60% 0.62%
Aegon BlackRock UK Equity Index 0.25% 0.26%
Aegon BlackRock World (Ex-UK) Equity Index 0.25% 0.26%
Aegon BlackRock Consensus Index 0.25% 0.26%
Aegon Property 0.96% 0.96%
Aegon BlackRock Corporate Bond All Stocks Index 0.25% 0.26%
Aegon BlackRock Over 5 Year Index Linked Gilt 0.25% 0.26%
Aegon HSBC Islamic Global Equity Index 0.55% 0.55%
Aegon LGIM Ethical Global Equity Fund 0.45% 0.46%

The charges noted above do not include transaction costs i.e. the expenses associated with a member trading in and out
of a fund as well as the investment manager trading a fund’s underlying securities, including commissions and stamp
duty. The net of fees performance, against which the Trustees monitor each fund’s performance objective, does include
these additional costs.

The Trustees are also required to disclose the level of any transaction costs,

These are incurred when the Scheme’s investinent mmanagers buy and sell assets within funds but are exclusive of any
costs incurred when members invest in and switch between funds. The charges and transaction costs have been supplied
by Aegon.

When preparing this section of the statement the Trustees have taken account of statutory guidance,

The Lifestyle Drawdown Strategy was set up as a lifestyle approach, which means that members’ assets are automati-
cally moved between different investment funds as they approach their normal retivement date. This means that the
level of charges and transaction costs will vary depending on how close members are to retirement and in which fund
they are invested.

The level of transaction costs for each investment option (including those used in the Lifestyle Drawdown Strategy)
as of 5 April 2022 are set out in the following table. The transaction costs are shown to three decimal places and the
underlying funds used within the Lifestyle Drawdown Strategy are shown in bold.

Fund Name Transaction Costs as of 31 March 2022
NPPS Growth 0.088%
NPPS Global Equity 0.034%
NPPS Drawdown 0.118%
NPPS Pre-Retirement 0.085%
NPPS Cash 0.016%
NPPS Diversified Growth 0.285%
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NPPS Absolute Return 0.000%
Acegon BlackRock UK Equity Index ‘ 0..082%
Aegon BlackRock World (Ex- UK) Equity Index 0.019%
Aegon BlackRock Consensus Index 0.036%
Aegon Property 0.107%
Aegon BlackRock Corporate Bond All Stocks Index 0.033%
Aegon BlackRock Over 5 Year Index Linked Gilt 0.057%
Aegon HSBC Islamnic Global Equity Index 0.016%
Aegon LGIM Ethical Global Equity Fund 0.000%

The method used to calculate fransaction costs over the period is known as the slippage cost methodology. Slippage
costs seek to capture the change in value when an investiment is traded. This takes account of explicit and implicit costs
associated with market movements. However, slippage costs can be positive or negative depending on how the market
moves between airival and execution and depends on the time period used. This may result in negative values in future
years and, in the event of a negative value, the Trustees would use a nil cost for the illustration of charges and costs set
out above.

IMustration of charges and costs

Using the charges and transaction cost data provided by Aegon and in accordance with regulation 23(1){(ca) of the
Administration Regulations, as inserted by the Occupational Pension Schemes (Administration and Disclosure)
(Amendment) Regulations 2018, the Trustees have prepared two illustrations detailing the impact of the costs and
charges typically paid by members of the Scheme on their pension savings at retirement. The statutory guidance pro-
vided has been considered when providing these examples.

The two illustrations provided below are based on an average member and the youngest member, as follows:

. The “before costs” figures represent the savings projection assuning an investinent return with no deduction of
member-borne fees or transaction costs;

. The “after costs” figures represent the savings projection assuming the same investment return but after deduct-
ing member-borne fees and an allowance for transaction costs;

. The transaction cost figures used in the illustrations are an estimate of explicit and implicit costs incurred as a
result of buying, seliing, lending or borrowing of investments in the fund, based on the average of the actual
annual transaction costs tor the period 1 April 2018 to 31 March 2022; and

. The illustrations are in respect of the default Lifestyle Drawdown Strategy, as this is the arrangement in which
most members were invested during the Scheme Year. Illustrations are also shown for three of the self-select
funds, namely the NPPS Cash Fund, the Aegon BlackRock Aquila World (Bx-UK) Equity Index Fund and the
Aegon Property Fund.

Please note that these projections make no allowances for the investment risks and, therefore, do not provide an indi-
cation of the range of potential outcomes associated with a particular investment.
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Trustee knowledge and understanding

In accordance with sections 247 and 248 of the Pensions Act 2004, the Trustees are required to describe how their
combined knowledge and understanding, together with the advice which is available to them, enables them to properly
exercise their functions as Trustees of the Scheme. The Trustees have done so by:

a)

b)

<)

d)

g

Undertaking ongoing training, including within their regular meetings and by use of additional resources, as ap-
propriate, to keep abreast of relevant developments;

Regularly reviewing their training needs, having regard to guidance issued by the Pensions Regulator from time
to time; :

Receiving advice from professional advisers and considering the relevant skills and experience of those advisers
as a key criterion when evaluating adviser performance or selecting new advisers;

Having meeting agendas and materials prepared by professional advisers who do so with a view to ensuring com-
pliance and best practice, and reviewing those agendas in advance of meetings to ensure they meet the Trustees’
requirements;

Receiving detailed quarterly investment reports from Aegon and Mercer;

Ensuring the Trustee board contains trustees with wide-ranging skill and experience; and

Receiving training and/or briefings from their advisers at each meeting on legislative and regulatory developments
that may impact the Scheme. Some of the items covered in the Scheme Year were:

. The advantages and disadvantages of a proposed change to the death in deferment rule;

. Completion of a revised value for members’ assessment for those schemes with assets of less than £100
million;

. The contents and requirements in respect of the iinplementations statement, which sets out how, and the

extent to which, the SIP has been followed during the Scheme Year; and

. The Occupational and Personal Pension Schemes Conditions for Transfers) Regulations and the associated
powers for trustees to intervene and prevent a transfer where there is a risk of a scam, and the additional
due diligence and administrative tasks required of trustees.

The Trustees also review and assess on an ongoing basis whether the systems, processes and controls across the key
governance functions of the Scheme are consistent with those set out in the Pensions Regulator’s Code of Practice.

Chair’s declaration

I confirm that the above statement was approved by the Trustees on 7 September 2022 for inclusion in the Scheme’s
annual accounts for the year ended 5 April 2022.

Signature: !i M

Name:

Date:

John Elliott
Chair of the Trustees of the Northern Powergrid Pension Scheme

7 September 2022
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Annex 1
THE NORTHERN POWERGRID PENSION SCHEME
STATEMENT OF INVESTMENT PRINCIPLES — SEPTEMBER 2021
1. Introduction

The Trustees of the Northern Powergrid Pension Scheme ("the Scheme") have drawn up this Statement of Investment
Principles ("the Statement") to comply with the requirements of the following legislation:

* The Pensions Act 1995, as amended by the Pensions Act 2004;

*  The Occupational Pension Schemes (Investment) Regulations 2005, as amended by the Occupational Pension
Schemes (Charges and Governance) Regulations 2015; and

*  Subsequent legislation,

The Statement sets out the principles governing decisions about investments for the Scheme. In preparing the State-
ment, the Trustees have consulted with Northern Electric ple, the Principal Employer, and have considered written
professional advice from a suitably qualified person from Mercer. The advice received and arrangements implemented
are, in the Trustees opinion, consistent with the requirements of Section 36 of the Pensions Act 1995 (as amended).

Overall investment policy falls into two parts. The strategic management of the assets is fundamentally the responsi-
bility of the Trustees acting on expert advice and is driven by their investment objectives as set out in Section 2 below.

The remaining elements of policy are part of the day-to-day management of the assets which is delegated to
professional investment managers and described in Section 5.

2. Investment Objectives, Risk and Investment Strategy
2.1. Investment Objectives

The Trustees recognise that members have differing investment needs and that these may change during the course of
members’ working lives. The Trustees also recognise that members have different attitudes to risk. The Trustees
regard their duty as making available a range of investment options and lifestyle strategies sufficient to enable members
to tailor their own investment strategies to their own needs.

‘The Trustees aiso recognise that members may not believe themselves qualified to take investment decisions. As such,
the Trustees make available a default investment option fo members, which is described in Section 3. There are also a
number of additional default arrangements, which exist as a result of historic changes to the Scheme’s investments and
are deseribed in Section 4.

The Trustees undertake to review the Scheme’s fund choices and the investment manager arrangements on a regular
basis, at least every three years and without delay following any significant changes in membership.

22, Risk
The Trustees have considered risk from a number of perspectives. Due to the complex and interrelated nature of these

risks, the Trustees consider these risks in a qualitative rather than quantitative manner as part of each formal strategy
review,
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The list below is not exhaustive but covers the main risks that the Trustees consider and how they are managed:

Typeof . | .
: k
Risk Ris

Description

How the risk is monitored and managed

Inflation risk

The risk that returns over the members’ work-
ing lives does not keep pace with inflation
and will not, therefore, secure an adequate in-
come in retirement.

Currency The risk that fluctuations in foreign exchange
risk rates causes the value of overseas invest-
% ments to fluctuate.
B
fg Credit risk The risk that the issuer of a financial asset,
>, such as a bond, fails to make the contractual
payments due.
Equity, The risk that market movements leads to a
property and | substantial reduction in the value of a mem-
other price | ber’s savings.
risk

The Trustees make available a range of funds,
across various asset classes, with the majority
expected to keep pace with inflation.

The Trustees monitor perforiance on a quarterly
basis.

Members are able to set their own nvestment
allocations, in ling with their risk tolerances.
Within active funds, management of many of
these market risks is delegated to the investment
manager,

Liquidity risk

The risk that the Scheme’s assets cannot be
realised at short notice in line with member
demand.

The Scheme invests in daily dealt and daily
priced pooled funds.

Investment manager risk

The risk of the appointed investment manag-
ers not meeting their objectives, failing to
cairy out operational tasks, not ensuring safe
keeping of assets or breaching agreed guide-
lines.

The Trustees measure risk in terms of the perfor-
mance of the funds compared to relevant bench-
marks on a quarterly basis, along with monitor-
ing any significant issues with the investment
managers that may impact their ability to meet
their performance targets.

The Trustees and their advisers consider this risk
both upon the initial appointinent of the fund
manager and on an ongoing basis thereafter.

Benefit conversion risk

The risk that members are invested in a strat-
egy that does not reflect the way in which
they intend to take their benefits at retirement.

The Trustees make available a number of funds,
which allow members to plan for their specific
retirement benefit.

The default Lifestyle Drawdown strategy jnvests
in a diversified range of assets and is designed for
members who plan on accessing their pension
through a drawdown arrangement when they
retire.

The Lifestyle Pension strategy automatically
switches member assets into investments whose
value is expected to be less volatile relative to an-
nuity prices, while the Lifestyle Cash strategy au-
tomatically switches member assets into cash.

Environmental, Social
and Corporate Govern-
ance (“ESG”) risk

The risk that ESG concerns, including
climate change, have a financially material
impact on the return of the Scheme’s assets.

The management of ESG related risks is the
responsibility of the investment managers.

See section 5.3 of this Statement for the Trustees’
responsible  investment and  corporate
governance statement.
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The risks identified in the table above are considered by the Trustees to be “financially material considerations’. The
Trustees believe that the appropriate time horizon within which to assess these considerations should be viewed at a
member level. This will be dependent on the member’s age and their selected retirement age. It is for this reason that
three lifestyle strategies are available to members.

2.3.  Investment Strategy

In choosing the Scheme's investment options, it is the policy of the Trustees to consider:

»  The potential risk and rewards of a range of asset classes including alternative asset classes;
+  How meinbers might take their benefits in retireinent and make available options to prepare for this;
+  The suitability of each asset class in the lifestyle strategies;

«  The suitability of different styles of investment management and the need for investment manager diversification;
and

«  The need for appropriate diversification both across and within asset classes.

The Trustees make available a range of options including equity, property, bonds, diversified growth and money market
funds with both active and passive management options offered depending on asset class. The Trustees believe this
range provides appropriate choices for members’ different saving objectives, risk profiles and time horizons.

If members self-select they can combine the invesiment funds in any proportion to determine the balance between
different kinds of investments. This will also determine the expected return on a member’s assets and should be related
to the member’s own risk appetite and tolerances. Each of the available funds is considered fo be diversified across an
appropriate number of underlying holdings / issuers.

The Trustees expect the long-term return on the investinent options that invest predominantly in equities to exceed
price inflation and general salary growth.

The long-term returns on diversified growth funds are expected to be reasonably close to those on equities. However,
diversified growth funds are expected to experience lower volatility due to their exposure to a diversified range of
investments.

The long-term returns on the bond and cash options are expected to be lower than those options that are either
predominantly or entirely exposed to growth investments (equity or diversified growth options for example). However,
bond funds, which are expected to experience lower volatility relative to annuity prices than growth investiments,
should help reduce the potential mismatch in relation to the price of annuities (assuming a member opts to access their
pension savings via annuity purchase). The Trustees appreciate that bonds cannot provide a complete hedge against
factors that contribute to the movement in annuity prices.

The Cash Fund is expected to provide protection against changes in short-term capital values and may be appropriate
for members receiving part of their retirement benefits in the form of tax-free cash.

2.3.1. Lifestyle strategies

The Scheme offers members the option of three lifestyle strategies, which are pre-determined investment arrangements.
The lifestyle strategies invest members’ savings in higher risk assets such as equities and multi-asset funds when
members are further away from retirement {(more than 8 years). The strategies then switch into funds designed for
members who plan on accessing their pension through a drawdown arrangement when they retire (with an allowance
for tax fiee cash), funds which aim to broadly match fixed annuity prices (with an allowance for tax free cash), or funds
appropriate for members looking to take their savings entirely as cash.

The three strategies are summarised in the following tables:
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Lifestyle strategy Funds*

Lifestyle Drawdown strategy | Growth phase:

(tarpeting flexible drawdown | 100% NPPS Growth Fund

and 25% tax firee cash) De-risking phase (final allocation):
70% NPPS Drawdown Fund

30% NPPS Cash Fund

Lifestyle Pension strategy (tar- | Growth phase:

geting annuity purchase and 100% NPPS Growth Fund

25% tax free cash) De-risking phase (final aliocation):
75% NPPS Pre-Retirement Fund
25% NPPS Cash Fund

Lifestyle Cash strategy (target- | Growth phase:

ing cash benefits and/or income | 100% NPPS Growth Fund

drawdown) De-risking phase (final allocation):

100% NPPS Cash Fund

Note that the switching period begins eight years from the member’s selected retirement date.
*see appendix A for underlying fund details and appendix B for lifestyle matrices.
2.3.2. Self-select fund range

The self-select fund range allows members who do not wish to invest in one of the lifestyle strategies some flexibility
in their selection of funds. The range of self-select funds is set out in Appendix A.

3. Default Investment Option

Having taken written professional advice from a suitably qualified person from Mercer, the Trustees selected the
Lifestyle Drawdown strategy as the ‘default investment option’ as it reflects the option ihat is considered likely to be
the most appropriate for members who are unable to decide how they wish to take their retirement benefits. Therefore,
if a member does not make a decision as to which lifestyle strategy they wish to choose, the member’s funds will be
invested in the Lifestyle Drawdown strategy by default.

The Trustees’ objectives in relation to the default option, and the ways in which the Trustees seek to achieve these, are
detailed below:

- To achieve long term capital growth while exhibiting less volatility than funds wholly invested in equities during
the “growth” phase of the option.

The default invesiment option’s growth phase structure invests 50% of members’ savings in passively managed
UK and overseas equities and 50% in multi-asset funds. These investments are expected to provide long-tferm
growth with some protection against market volatility and inflation erosion, albeit with a degree volatility.

- To provide an option that reduces investment risk for members as they approach retirement.

As a member’s fund grows, investment risk will have a greater impact on member outcomes. Therefore, the
Trustees believe that a default option that seeks to reduce investment risk as the member approaches retirement
is appropriate. This is achieved by switching a member’s investments from the growth assets to a drawdown fund
(which invests in a diversified porifolio of assets and a cash fund over an 8 year switching period prior to a
member’s target retirement date.

- To offer to members a mix of assets at retirement that are broadly appropriate for an individual who takes 25%
of their fund as cash and accesses the remainder of their fund through a drawdown arrangement.

At the sefected refirement date, 30% of the member s assets will be invested in an actively managed Pre-Refirement
Fund (that invests mainly in UK Government and corporate bonds), 40% in multi-asset funds and 30% in an
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actively managed cash fund. This allocation is expected to provide some capital growth, while reducing volatility
and aligning {0 members who wish to access their fund through a drawdown arrangement and take 25% of their
Jund as cash. :

Based on the Trustees’ understanding of the Scheme’s membership, a default investment option that targets drawdown
and a tax-free cash lump sum (up to 25% of a members’ fund) at retireinent is expected to be broadly appropriate to
meet a typical member’s requirements for income in retirement. This does not mean that inembers have to take their
benefits in this format at retirement. It merely detenmines the default investinent option that will be in place pre-
retirement, Members who intend to take their retirement savings by other means are able to choose their own
investment options.

Taking into account the demographics of the Scheme’s membership and the Trustees® views of how the membership
might behave at retivement, the Trustees believe that the current default option is appropriate and they will continue to
review this regularly, and more strategically at least triennially, or after significant changes to the Scheine’s
demographic, if sooner.

Policies in relation to the default option

- The defauit investment option manages investment and other risks through a strategic asset allocation consisting
of equities, multi-asset funds, bonds and cash. Risk is not considered in isolation but in conjunction with expected
investment returns and outcomes for members,

- In designing the default investment option, the Trustees have explicitly considered the trade-off between risk and
expected returns. The default option balances between different kinds of investments to ensure that the expected
amount of risk (and commensurately the expected return) is appropriate given the age of the member and their
expected retirement date.

- Assets in the default investment option are invested in the best interests of members and beneficiaries, taking into
account the investment objectives set out in section 2.3 of this Statement,

- The investment manager has responsibility for buying and selling the underlying assets. All of the pooled funds
used operate daily dealing cycles.

- Assets are invested mainly on regulated markets.

- The Trustees’ policy on “ESG, Stewardship and Climate Change™ and “Realisation of investments” — both in
relation to the default investment option and the Scheme as a whole, can be found in sections 5.3 and 5.2 of this
Statement respectively.

The Trustees regard “risk™ as the likelihood of failing to achieve the objectives set out above and seek to minimise
these risks, so far as is possible. In arriving at their investment sfrategy for the default investment option and the
production of this Statemnent, the Trustees have considered the following risks:

Type of , : . . .
Rfs]:c Risk | Description How the risk is monitored and managed
Inflation risk | The risk that returns over the members’ work- | The Trustees monitor performance on a quarterly
ing lives does not keep pace with inflation | asis.
and will not, therefore, secure an adequate in- . . .
L The default investment option is set with the
come 1n retirement. . . R " )
intention of diversifying these risks to reach a
o - — - level of risk deemed appropriate. This is set with
" Cul]'ellcy The risk that fluctuations in fOl'elgl'l exchange advice from the investment adviser.
v risk rates causes the value of overseas invest-
EEQ ments to fluctuate. Within the multi-asset funds, which are compo-
nents of the default option, management of
Credit risk The risk that the issuer of a financial assel, 1_nanynofthtese markel risks is delegated to the
. er.
such as a bond, fails to make the contractual imvesiment manag
payments due.
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Type of

Risk:

Description

other price
risk

ber’s savings.

! | How the risk is monitored and managed
Risk . ) . . :
Equity, The risk that market movements leads to a
property and | substantial reduction in the value of a mem-

Liquidity risk

The risk that the Scheme’s assets cannot be
realised at short notice in line with member
demand.

The default investment option invests in daily
deait and daily priced pooled funds.

Investment manager risk

The risk of the appointed investinent manag-
ers not meeting their objectives, failing to
catry out operational tasks, not ensuring safe-
keeping of assets or breaching agreed guide-
lines.

The Trustees measure risk in terms of the perfor-
mance of the funds compared to relevant bench-
marks on a quarterly basis, along with monitor-
ing any significant issues with the investment
managets that may impact their ability to meet
their performance targets.

This risk is considered by the Trustees and their
advisers both upon the inittal appointment of the
fund manager and on an ongoing basis thereafter.

Benefit conversion risk

The risk that the member is invested in a strat-
egy that does not reflect the way in which
they intend to take their benefits at retirement.

The defauit Lifestyle Drawdown strategy invests
in a diversified range of assets and is designed for
members who plan on accessing their pension
through a drawdown arrangement when they
retire,

As part of the triennial default strategy review,
the Trustees ensure the default destination re-
mains appropriate.

Environmental, Social
and Corporate Govern-
ance (“ESG™) risk

The risk that ESG concerns, including
climate change, have a financially material
impact on the return of the Scheme’s assets.

The management of ESG related risks is the
responsibility of the investment managers.

See Section 5.3 of this Statement for the
Trustee’s responsible investment and corporate
governance statement.

The items listed above in Section 3 of this Statement are in relation to what the Trustees consider “financially material
considerations’ with regards to the default investment option. The Trustees believe that the appropriate time horizon
within which to assess these considerations should be viewed at a member level. This will be dependent on the
member’s age and when they expect to retire.

4, Additional Default Arrangements

In accordance with the Occupational Pension Schemes (Charges and Governance) Regulations 2015, the Trustees have
identified the investment options listed in the table below as ‘default arrangements’ (as defined by these regulations).
These have been identified as ‘default arrangements’ as members’ contributions have been automatically directed to
these funds without members having instructed the Trustees where their contributions are to be invested. This is due
to historic fund removals, suspended fund dealing and changes to the Scheme default, as further explained in the table
below. The performance of these arrangements is monitored on a quattetly basis, with a strategic review being carried
out at [east triennially,

Fund/Investment Strategy Reason for identification as a ‘default arrangement’ Date
The Aegon Property Fund suspended dealing due to valuation

NPPS Cash uncertainty caused by the COVID-19 crisis. As a result, ongoing | March 2020
member contributions to the Aegon Property Fund were redirected
to the NPPS Cash Fund.
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Fund/Investment Strategy Reason for identifieation as a ‘delault arrangement’ Date

The Aegon BlackRock Fixed Income Global Opportunities Fund | August 2020
closed in June 2020. Aegon switched members’ investments in this
fund to the NPPS Cash Fund, without providing notice to the
Trustees. The Trustees subsequently switched members’
investments to the Aegon BlackRock Corporate Bond All Stocks
Index Fund in August 2020.

Aepon BlackRock Corporate
Bond All Stocks Index

The Scheme default was changed from Lifestyle Pension to | July 2021
Lifestyle Drawdown in July 2021. Members invested in Lifestyle
Pension who were 4 years or more to retirement were automatically
switched to Lifestyle Drawdown. Memnbers invested in Lifestyle
Pension who were less than 4 years to retirement remained in
Lifestyle Pension. The majority of these immembers would have been
“auto-enrolled” into Lifestyle Pension.

Lifestyle Pension

4,1, Fund Objectives

The objectives in respect of these ‘default arrangements’ is summarised in the table below. These objectives are in
addition to the overall aims and objectives and investment objectives stated for the Scheme.

Fund/Investment Strategy - | Objective

NPPS Cash

The Fund aims to produce a return in excess of its benchmark principally from a
portfolio of Sterling denominated cash deposits and money-market instruments.

Aegon BlackRock Corporate
Bond All Stocks Index

The Fund invests in investment grade corporate bonds denominated in sterling and
aims to achieve a return consistent with the iBoxx £ Non-Gilts Index. This index
covers the broad spectrum of investment grade corporate bonds in issue.

Lifestyle Pension

To achieve long term capital growth while exhibiting less volatility than funds
wholly invested in equities during the “growth’ phase and to automatically switch
member assets into investments which target the purchase of an annuity and a tax-

free cash lump sum at retirement.

4,2, Investment Policies

The Trustees, with professional advice from a suitably qualified person from Mercer, consider the trade-off between
risk and expected returns. The Trustees consider the appropriateness of the investment arrangements to ensure that the
expected amount of risk (and commensurately the expected return) is appropriate.

The Trustees have considered the investinent risk associated with DC pension investment. This risk can be defined as
the unceitainty over the nltimate amount of savings available on retirement. A number of factors contribute to this
uncertainty, some of which (such as the amount of contributions paid and the length of time these contributions are
invested) cannot be managed by the investment strategies made available to members. Other risks, which the Trustees
have considered in relation to the additional default arrangements, are identified in Secticn 2.2.

The Trustees invest assets in the additional defauit arrangements in the best interests of members and beneficiaries,
taking into account the objectives of the arrangements. Assets are invested in pooled funds which are daily dealing and
readily realisable and aim to ensure the security, quality, liquidity and profitability of a member’s portfolio as a whole.
If members wish to, they can opt to move assets away from the additional default arrangements and choose their own
investinent strategy at any time. '

The objectives set out above and the risks and other factors referenced in this Statement are those that the Trustees
consider to be financially material considerations in relation to the additional default arrangements. The Trustees
believe that the appropriate time horizon within which to assess these considerations should be viewed at the member
level. This will be dependent on the member’s age and when they expect to retire. The Trustees’ implementation and
engagement policy as outlined in this Statement are also applicable to the additional default arrangements.

18
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5, Day to Day Management of the Assets
5.1. Main Assets

The fund range offered to members is accessed through the platform provided by Aegon. The Trustees access the
platform via a Iong-term insurance contract with Aegon,

Day-to-day management of the assets is delegated to professional investment managers who are all authorised or reg-
ulated. The Trustees expect the investment managers to manage the assets delegated to them under the terms of their
contracts. The range of funds underlying the options offered to members incorporates funds from a number of invest-
ment managers.

The investment managers have full discretion to buy and sell investments on behaif of the Scheme, subject to agreed
constraints and applicable legislation. They have been selected for their expertise in different specialisations.

The Trustees recognise that it is not possible to specify investment restrictions where assets are managed via pooled
funds and given that it is Acgon that has the direct relationship with the third parties offering the funds (and not the
Trustees).

The Trustees assess the continuing suitability of the Scheme’s investment managers on a periodic basis. The Trustees’
investinent adviser is available to provide help in monitoring the investment managers, both in the form of written
reports or attendance at meetings as required by the Trustees.

The Trustees will review the appointment of any investment manager for any reason they consider appropriate.
5.2,  Realisation of investments

All funds, including those in the default investment strategy, are daily-dealt pooled investment arrangements. These
pooled investment arrangements are themselves regulated and underlying investments are mainly invested in regulated
markets. Where pooled investment arrangements do not invest assets in regulated markets these are not expected o
account for a material proportion of assets. Therefore, assets should be realisable at short notice, based on member or
Trustees’ demand,

3.3.  Environmentai, Social and Governance (“ESG”) considerations
The Trustees apply the following beliefs to the whole Scheme including the default strategy.

The Trustees believe that ESG factors do have a material impact on investment risk and return outcomes, and that good
stewardship helps create and preserve value for companies and markets as a whole,

The Trustees also recognise that long-term sustainability issues, particularly climate change, present risks and oppor-
tunities that increasingly may require explicit consideration.

Due to the arrangement with Aegon to access pooled funds, the Trustees have given appointed investment managers
full discretion in evaluating ESG factors, including clinate change considerations, and exercising voting rights and
stewardship obligations attached to the Scheme’s investmennts.

Where investinents are made on a passive basis, whilst the manager has no discretion over the selection of individual
shares or bond issues (as the manager seeks to match the composition of the benchmark index as closely as possible)
the Trustees expect inanagers to vote in line with their own corporate governance policy.

However, the Trustees consider how ESG, climate change and stewardship is integrated within investment processes
when appointing new investment managers and monitoring existing investment managers. Monitoring ESG integration
is included as part of the quarterly reporting,

In particular, where appropriate, the Trustees will review:

— The ESG ratings assigned by Mercer to each of the strategies used within the Scheme. Mercer’s ratings represent

their view on the extent to which ESG and active ownership practices (voting and engagement) are integrated into
the managet’s investment process and decision-making across asset classes:
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Mercer’s assessment of the underlying equity managers against the seven underlying principles of the UK Stew-
ardship Code, including the extent to which they are engaging with the underlying companies in which they invest;
and

Carbon footprinting and/or climate scenario analysis on a more ad-hoc basis, if and when the Trustees consider
this may be beneficial in appointing or reviewing any of the Schene’s investments.
5.4, Member views

Occasionally, the Trustees consider views of the inembers when deciding the range and suitability of the investment
options, It is for this reason that the Trustees introduced an Ethical Fund as a suitable ESG fund for self-select members

to invest in from August 2019 if they wish.

5,5. Implementation and Engagement Policy

The table below sets out the Trustees’ approach to implementation and engagement. The list below is not exhaustive,

but covers the main areas considered by the Trustees.

:pol Iress

ises the asset manager to align its investment strategy
and decisions with the Trustees' policies

The underlying investment managers are appointed
based on their capabilities and, therefore, their perceived
likelihood of achieving the expected return and risk
characteristics required for the asset class being selected.

The underlying investiment managers are aware that their
continued appointment is based on their success in de-
livering the mandate for which they have been appointed
tomanage. If the Trustees are dissatisfied, then they will
look to replace the inanager.

If the investment objective for a particular manager’s
fund changes, the Trustees will review the fund appoint-
ment to ensure it remains appropriate and consistent with
the Trustees’ wider investment objectives.

The investment adviser’s manager research ratings assist
with due diligence and are used in decisions around se-
lection, retention and realisation of manager appoint-
ments.

How the arrangement incentivises the asset manager to
make decisions based on assessments about medium to
long-term financial and non-financial performance of an
issuer of debt or equity and to engage with issuers of debt
or equity in order to improve their performance in the
medium to leng-term

The Trustees consider the investment adviser’s assess-
ment of how each underlying investment manager em-
beds ESG into its investment process and how the man-
ager’s responsible investment philosophy aligns with the
Trustees’ responsible investment policy.

This includes the underlying investment managers’ pol-
icy on voting and engagement. The Trustees will use this
assessment in decisions around selection, retention and
realisation of manager appointments.

How the method (and time horizon) of the evaluation of
the asset manager's perforinance and the remuneration
for asset management services are in line with the Trus-
tees’ policies

The Trustees receive investment manager performance
reports on a quarterly basis, which present performance
information over three months, one year, three years and
five years.

The Trustees review the absolute performance and rela-
tive performance against a suitable index used as the
benchmark, and against the underlying manager’s stated
target performance (over the relevant time period) on a
net of fees basis. Whilst the Trustees’ focus is on long-

36




term performance, they also take shorter-term perfor-
mance into account.

If an underlying manager is not meeting performance
objectives, or their investment objectives for the fund
have changed, the Trustecs may review the suitability of
the manager, and change managers where required.

As part of the annual Value for Money (“VM”) assess-
ment, the Trustees review the investment manager fees.
Action is taken where the Trustees feel an improvement
in value might be possible.

How the Trustees monitor portfolio turnover costs in- | The Trustees consider portfolio turnover costs as part of
curred by the asset manager. the annual VIM assessment.

How the Trustees define and monitor targeted portfolio | The Trustees do not currently define target porifolio
turnover or turnover range. turnover ranges for funds, but they will engage with a
manager if portfolio turnover is higher than expected.

How the Trustees define and monitor the duration of the | All the funds are open-ended with no set end date for the
arrangement with the asset manager. arrangement. The Fund Range and Default Strategy are
reviewed on at least a friennial basis. An underlying
manager’s appointment may be terminated if it is no
lenger considered optimal nor have a place in the default
sirategy or the self-select fund range. This is independent
of time.

5.6. Monitoring the Investment Managers

The Trustees review the performance of the investment managers regularly, The Trustees also use Mercer as
investment consultants to advise on investment stralegy and provider appointments and to provide assistance in
monitoring the funds available, both in the forin of written reports and attendance at meetings.

6. Compliance with this Statement

The Trustees will review this Statement regularly on the advice of Mercer. The Trustees monitor compliance with this
Statement annually and obtain written confirmation from the investment managers that it has given effect to the
investment principles in this Statement so far as reasonably practicable and that in exercising any discretion the
investment manager has done so in accordance with regulation 4 of the Occupational Pension Schemnes (Investment)
Regulations 2005.

7. Review of this Statement

The Trustees will review this Statement at least once every three years and in response to any material changes to any
aspects of the Scheme, its liabilities, finances and the attitude to risk of the Trustees and the Principal Employer, which
they judge to have a bearing on the Statement. Any such review will again be based on written, expert investment
advice and will be in consultation with the Principal Employer.

John Elliott
For and on behalf of the Trustees of the Northern Powergrid Pension Scheme
30 September 2021

37




8€

%970

NIBWYOUS] $3 YHA SUI] U WITYSI B 20npol1d 03 SWe punj oY ], “Ysed Pue SPUO] SeasIaA0 ‘spuoq a1esodios ‘syis
PONUI[-XOPUI “SIIS Ul Ju2)Xa I35 B 0} pUe $aIueduIos Sess1ar0 PUe () [Poq Jo sareys tr AjLrewd s)soAUT pung oy,

DAISSEJ

Xapuy
SNSUSSTO.) OO oL[g uoSoy

%970

“Yewouaq s3I ST Ul Wmial e sonpoid o} sue pue sSunySom uonesiendes (310-XT) PHIOA 193 RW 01 pausie
{s19preW URIpRUR)) PUE $[) ‘WIR] duyIoed ‘Ueder ‘YN-xo adomy) serueduion seasIoA0 JO SIIBYS UL SISOAW PUN oYL

oAISSRJ

xopu] Aby (3{N-¥?)
PHOAL YROWOR[{ UOSoY

%970

IRWYIURG S)T YA QU] UT W & 9onpoid of sune pue seTueduios 31 JO SIBUS UI SISIATT PUn,] SUJ,

QAISSBJ

Xapu]
Annbg 3N 1eooe[g uosey

%Z9'0

“Nrewyouaq S0l pexiy Aue 1suresSe paSewew
99 10U [[I4 pUn, Y Yons Se pue SYUSLIAAOUI J9XIRIL JO SSI[PIBSAI SI0ISIAU JOF WINISI A[0sqe dALISod B dASTYIE 0}
$)[298 pUTY SWALIepUN oY1, PNy SIIO() € PUnJ puog Wiryay IMOsqY JOOIORT 2T Ut A[[0YA SISIATI pung sy

BAIIOY

wIngey AIN[OSqY SddN

%09°0

*BUIL) SUO AU JE S)ISSE JUSIIIP JO AJoLeA B PloY A[[RIOULS [[IM PUn Sy SUBIUI 105101 21 aAsTE
01 J3pIO UI JYSLL,, XIWL 2558 oY1 3Ured Uo snooy oy, "yseoidde JUSUNSaAU] S[qIXS[) J9SSE-I)[NUI B sursiun Aq spouad
Teak ¢ SUI[OX JOAO 3]l 95Bq PUR[SUT JO YUeq 2y} 2A0GE %,6°C JO LAl JUSTNSSAUL JUSISISUOD © S}a5Te] pun,j Sy,

ANNY

PMOIG PRUISIRAIT SJdN

%LT0

"SIUSUINISUT JaMIBU-AaUoul pue sysodsp yses
PajeUIIOUS SUI[1a}g Jo orfopiod e woy Affediounid sewyousq sr Jo $S00X9 Ul UInjal & 3onpo1d 03 sume pum,j oy,

9AIOY

UseD SddN

%0870

"soond AJINUue SleIpawiul i SOSURYD Wi)-FUOT 199[§1 03 PIUSISOp NIRWIOUI] B JO $S99XD
W Wnyax g 9onpold 0] SUe PUe SIMLNSS SWOIUL PIXIJ IO PUB SPUOY () ‘SHID [ W A[UIRT SISIAU] purlf 3y,

QAIDY

Juswpmay-21d SddN

%P0

"SI AST UM JUSWOSURLIE WMOPMEID B YSnoIqy uotsuad sap Surssas

-0t uo ue[d oym juswaiyal Suryorordde s1aquIst 10 PAUSISIP ST PUE NIRUIYOUSQ 31 uuopsdino o) sure pung aqr
"SPUIJ STUOYUI POX1 PUB J3SSR-TINIU 0] SUOLRIO[[8 YSNOI) “SIATBIL)[E Jatf10 pue Auradoid ‘owoo

-Ut pax1y ‘sar1nba [2qo[3 SUIPN{dUl §1as5e JO O1fojLiod PIIJISISAIP B Ul SISAUY punj oY, 'ssuimbs wr paysaawm Afjoym
Spury weq; AI[HR[OA SSO] SUBIQIYXS S[IYM “ULId) SUOT 0} WRIPSTY 31 1340 TIMOIS [edes 2ASIYDE 01 Sture pung ST

aarssed jpAnoy

UMOPMEIT SddN

%670

"san

-Inby 1oMIEN SUISIOWY OJul PAISIAUL ST 940 Surureura: oty pue SuIIo)g 0} Ydeq paSpay amsodxe LOUSLING ay) YHIM
samumba pado[oaap ojur s)ySIam uCnesKedRs JaXIRUI J2 PA)SSAUL 1B SIISSE 943 JO 9409 ‘Satuedwos M) JO soIeys
U} UL PAISAAUL ST 940¢ Ajsreurxolddy "SIoMIew SBasIaA0 pue N[ 9y ul Jioq ‘senmbs ur Ajueuwnid s3saaur punyg sy1

oAIsSEg

Amby 189010 SdAN

%Ttr0

Y05 Tendes 107 SUINOO] S8 PUR ULIY) SUO]

1 JOAQ JUSUIRINSL JOJ SUIALS SIE OUM SISQUISUI 101 pouSISap SI PUB YeuIydUq si utopadine 03 sune pung sy
") QU0 AUR 8 8108

-SE JUSIAJIP JO AIRLIeA B P[OY A[[BISUST [[14 PUN] U TR SUBSWI STY ], "SeAljeiI)[e IaTo pue Auedosd ‘suroour paxiy
‘sarynba Surpnpout ‘s1esse 3o o1opI0d PILIISISAIP B UI ISIAUL [OTA ‘SPUNJ J25SE-[)[L UL P)SIALL ST IOPUTBLUSI BY],
"SAIOUALIND UFI210] 01 2nsodxd ST} 99NPIT 0 SSANBALISP SOSTL PUE 8393

-IP1U SEISIOA0 PUE J[) YIOq UL SISSAUL Y21y ‘pury Anmbs jeqo[S B ur 0405 Apeunxordde siseAur pung oyJ, ‘senmba
Uur pajseAtt A[[oT Spury weyy AN[NBJOA S SUNIIYNS [T YpmoIS [ejides uiel-Suo] 2A9IYIR O} SWIE puny oy

aalssed/aanoy

PMoIS SddN

ed opey
asuadxq [ejo

2An22[q0

aalssed ANy

puny

SHALLDALAO ANNJ ANV SANOA ONIATHIAN — V XIANAJIY




6t

[Z20Z Gny 1€ 10 51 240 $99f u0Bay [204n08

. CHETIUSq pum,{ Xapuy
%9¢°0 . 511 JO WINJA1 21 MoBJ) O} SWITE PuR Xapu] ANnby [qO[D) POODHFISIA S UIIIM SaMba $BasIOA0 T A[UTRUI SISOAU] oAISsEd [eOUIE [2Q0ID) NTOT T0SoY

X . xopuy Ayinby
9%59°0 sojdiotnd yeLreyg orwelsy s JuRldUIoo ST pUe PlIOM 91} PUNOIE WOL sareys Aueduiod ur s1saAu] SAISSEJ [0} OTIeNS] HESH UoSey
P “HEUIGIUSQ S) UM 2UIf Ul i) aAIssEq LD padul] Xapuf B3 X
79T°0 -21 & 0npoid 0} SWE PUR J53U0] 10 s1eak ¢ Jo pound ALMIeu € Yiim SPuoq JUSTILIOACS I PRYUI[-XSPUI U $153AUJ : G A0 Fo0Y[oRg U0y

. . s Xspu] SIS [V puog
24970 SPUOq o1e10d102 2pRIS JUOUNSIAUL JO WN[OdS Peolq 3T} SIPA0O XOPUI SIUY, "XIPUJ SHID-TON F XXOG! ST LA JUISIS QAISSRJ

syerodiony ypooE[g Uode
~U0J UIMILL B SASIYDE 0) SWIE PUE SUI[I)S U] PRJRUWOUSp Spuoq a1e10d1os IpeiS JUsUnNSIAUL Ul $1S9AUI PUng SIYL ¥ D AROPIE[Y U0y

'spury Aradord psjood SurATrepun
%60 J0 JoquInu B Ul SunsaAur £q sj9sse 9534} 01 21nsodxo SI SUTES pUR AU, $97eISA [BLUSOPUT pue syred asnoysIem [z} oALIOY Aadolq uoay
- ‘sanuad Surddoys ‘sedrgo st yons spsse Auadord [erorewuos Jo s5uel e 0) 2msodxo PaISISAIP B SBY PUmLy Ay,

ed oney

S —— aalqO | aa1ssedpanoy puny




NORTHERN POWERGRID PENSION SCHEME

APPENDIX B - LIFESTYLE MATRICES

Default - Lifestyle Drawdown strategy (targeting flexible drawdown)
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NORTHERN POWERGRID PENSION SCHEME

Lifestyle Cash strategy (targeting cash)
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