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factors are within the This will be
balanced against other manager selection criteria such as (but not limited to) idea
ortfolio i business and fees and

charges.

If the investment objective of a particular fund changes, the Trustees will review the fund
appointment to ensure it remains appropriate and consistent with the Trustees’ wider
investment objectives.

Where the Trustees invest in pooled investment vehicles within the Defined Benefit
Section, they accept that they have no ability to specify the risk profile and return targets
of the managers, but appropriate mandates can be selected to align with the overall
Investment strategy.

As the Defined Contribution Section only invests in pooled investment funds, the Trustees
ke 4

cannot directly influence or 1o align their of
the funds with the Trustees' own policies and objectives. However, the Trustees will seek
1o ensure that the objectives and of any fund used are

consistent with their own policies and objectives. The Trustees will also seek to
understand the investment manager's approach to sustainable investment (including
engagement).

Manager

The Trustees receive investment manager performance reports from the managers and
Mercer on a quarterly basis, which present performance information over 3 month, 1 year,
3 years and since inception. The Trustees review absolute performance, relative
performance against a suitable index used as a benchmark, where relevant, and against
the manager's stated performance target (over the relevant time period). The Trustees’
focus is primarily on long-term but short-term is also reviewed.
As noted above, the Trustees may review a manager's appointment if.

(a) There are sustained periods of underperformance;

(b) There is a change in the portfolio manager;

(c) There is a change in the underlying objectives of the investment manager,

(d) There Is a significant change to the Investment Consultant’s rating of the manager.

The majority of investment managers are remunerated by way of a fee calculated as a
percentage of assets under management.

If a manager is not meeting objectives, or their bjectives for the
mandate have changed, the Trustees may initially ask the manager to review their fees
instead of terminating the appointment.

The Trustees review the DC and AVC providers' proposition, including investment

manager fees where possible, and the default strategy to assess their performance and
ensure they continue to meet the Trustees’ objectives.

Portfolio Turnover Costs



Within the Defined Benefit Section, the Trustees does not currently monitor portfolio
turmover costs.

Within the Defined Benefit Section, the Trustees receives MiFID Il reporting from their
investment manager but do not analyse the information. However, the Trustees will
continue to monitor industry improvements concerning the reporting of portfolio tumover
costs.

Within the VIP Plan and the Defined Contribution Section, the Trustees review the costs
incurred in managing the Plan's assets on a regular basis, which includes the costs
associated with portfolio turnover. In assessing the appropriateness of the portfolio
turnover costs at an individual investment manager level, the Trustees will have regard to
the actual portfolio tumover and how this compares with the expected turnover range for
that type of fund

In future, the Trustees may ask managers to report on portfolio turnover costs explicitly.
They may assess this by comparing portfolio turnover across the same asset class, on a
year-on-year basis for the same manager fund, or relative to the manager's specific
portfolio turnover range in the investment guidelines or prospectus

Manager Turnover
The Trustees are long-term investors and are not looking to change the investment
arrangements on a frequent basis.

Within the Defined Benefit Section, for open-ended funds, there is no set duration for the
manager appointments. The Trustees will therefore retain an investment manager unless:

o There is a strategic change to the overall strategy that no longer requires exposure
to that asset class or manager,

«  The manager appointed has been reviewed and the Trustees have decided 10
terminate the mandate.

Within the Defined Contribution Section, all the funds are open-ended with no set end date
for the arrangement.

The fund range and default strategy are reviewed on at least a triennial basis. A
manager's i may if it is no longer to be optimal nor
have a place in the default strategy or general fund range.

Expected Return

In relation to the DB Section, the Trustee's primary investment objective, as described in
Section 3, is to maintain its fully funded status. The level of investment return taken by the
Trustees shall be proportional to these activities, noting that the DB Section is currently
solely invested in a buy-in contract, in a UK investment arade bond fund and a Liquidity
Fund.

Additional Assets

Under the terms of the trust deed, the Trustees are also responsible for the investment of
assets relating to the VIP Plan, the DC Section, and additional voluntary contributions



(AVCs) paid by members. The Trustees review the investment performance of the funds
on a regular basis and take professional advice as to the providers' continued suitability.

Realisation of Investments

The investment managers have discretion in the timing of realisation of the underlying
Investments and in considerations relating to the liquidity of those investments within
parameters stipulated in the relevant appointment documentation and pooled fund
prospectuses.

and C¢ Governance

The Trustees believe that ESG issues can affect the performance of investment portfolios
and should therefore be considered as part of the Plan’s investment process. The
Trustees also recognise that long-term sustainability issues, particularly climate change,
present risks and opportunities that increasingly may require explicit consideration. The
Trustees will take into account the expected lifetime of the Plan when considering how to
integrate these issues into the investment decision making process.

The Trustees have given their investment managers discretion when evaluating ESG

issues and in ising rights and relating to the Plan's
investments. The Trustees consider how ESG Is integrated within investment processes
when existing or new g

Itis accepted that pooled investments will be governed by the individual policies of the
Investment managers. These policies are reviewed as part of the consideration of pooled
investments and appointment of new managers or funds.

The Trustees believe that good stewardship can enhance long-term portfolio performance,
and is therefore in the best interests of the Plan's beneficiaries and aligned with fiduciary
duty.

The Trustees are supportive of the UK Stewardship Code published by the Financial
Reporting Council in July 2010 and encourages the Plan's equity managers who are
registered with the FCA to comply with the UK Stewardship Code. Such managers are
expected to report on their adherence to the UK Stewardship Code on an annual basis.

The Trustees do not currently have a formal process for seeking the views of members on
non-financial matters such as ethical considerations or issues such as soclal and
environmental impact when considering the selection, retention and realisation of assets.
However, they will consider views expressed by members, provided that they are
consistent with the Plan’s investment objectives as set out in section 3 above.

The Trustees do not consider the ESG policies of the existing DC and AVC providers as
these contracts are a small proportion of total assets.

Compliance with this Statement

The Trustees monitor compliance with this Statement annually and obtain confirmation
from the investment managers that they have given effect to the investment principles in
this so far as and that in any discretion the
investment managers have done so in accordance with Section 4 of The Occupational
Pension Schemes (Investment) Regulations 2005.




Review of thie Statement

The Trustees will review this Statement at least once a year and without delay after any
significant change in investment policy. Any change to this Statement will only be made
after having obtained and considered the written advice of someone who the Trustees
reasonably believe to be qualified by their ability in and practical experience of financial
matters and to have the and of the of
pension scheme investments.

Signed on behalf of the Trustees of the Sony Music UK Pension Plan.
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