BRITISH TRANSPORT POLICE FORCE SUPERANNUATION FUND
Pensions Registration Number: 10054162

ANNUAL REPORT AND AUDITED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023



BRITISH TRANSPORT POLICE FORCE SUPERANNUATION FUND

ANNUAL REPORT AND AUDITED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2023

Contents:

Trustee and Advisers

Where to go for Help

Chair's Introduction

The Trustee Company Annual Report

Statement of Trustee Responsibilities for the Financial Statements

Independent Auditor’s Report to the Trustee of the British Transport Police
Force Superannuation Fund (‘the Fund’)

Fund Account
Statement of Net Assets (Available for Benefits)
Notes to the Audited Financial Statements

Independent Auditor’s Statement about Contributions to the Trustee of The
British Transport Police Force Superannuation Fund

Statement of Trustee’s Responsibilities in respect of Contributions and
Summary of Contributions Payable in the Year

Actuary’s Certification of Schedule of Contributions

Report on Actuarial Liabilities (Forming Part of the Trustee’s Report)
Glossary of Common Terms

Appendices

e Appendix A - Implementation Statement (Forming Part of the Trustee
Company Annual Report)

¢ Appendix B - Statement of Investment Principles (Forming Part of the
Trustee’s Annual Report)

e Appendix C - Pooled Fund Accounts

Page

31

32

36
37
38

48

49

51
52
54
55
56

98

111



TRUSTEE AND ADVISERS

Fund and Investment Administrator
Railpen Limited (‘Railpen’)

Corporate Trustee
Railways Pension Trustee Company Limited (‘RPTCL’ or ‘the Trustee’)

Directors of the Corporate Trustee
Employer Directors

M Engelbretson (Resigned 1 December 2023)
A Golton

F Hassan

R Jolly (Appointed 3 January 2024)

R Jones

C Kernoghan

A Lakhani

R Murray

J Wilson

Employee Directors

| Anderson (Appointed 12 March 2024)

M Cash

G Doherty (Died while a member of the Board, on 3 September 2023)
R Goldson

D Gott

C Harding

P Holden

H Kaye

G Towse

Investment Manager and Manager of Investment Managers
Railway Pension Investments Limited (‘RPIL’)

Actuary
Adam Stanley, XPS Pensions Group

External Auditor
KPMG LLP

Legal Advisers
Linklaters

Sacker & Partners
Slaughter and May

Principal Custodian
Bank of New York Mellon

Clearing Banker
National Westminster Bank

Tax Advisers
PricewaterhouseCoopers
Ernst & Young



WHERE TO GO FOR HELP

Trustee and RPIL

Company Secretary

Railways Pension Trustee Company Limited
100 Liverpool Street

London

EC2M 2AT

T: 020 7330 6800
E: enquiries@railpen.com
W: www.railpen.com

Railpen
Further information about the Fund and individual entitlements can be obtained from:

Chief Officer, Benefits
Railpen

Stooperdale Offices
Brinkburn Road
Darlington

DL3 6EH

T: 0800 012 1117 (Customer Services Team)
E: csu@railpen.com
W: www.railwayspensions.co.uk

MoneyHelper

MoneyHelper is a consumer-facing service, providing free and impartial money and pensions
guidance. This is provided by the Money and Pensions Service, an arm’s length body sponsored
by the Department for Work and Pensions. MoneyHelper can be contacted through any local
Citizens Advice Bureau or at the following address:

Money and Pensions Service
Bedford Borough Hall

138 Cauldwell Street
Bedford

MK42 9AP

T: 0800 011 3797

Online enquiry: www.moneyhelper.org.uk/en/contact-us/pensions-guidance/pensions-
guidance-enquiry-form

W: www.moneyhelper.org.uk/



WHERE TO GO FOR HELP (CONTINUED)
Pensions Ombudsman

If MoneyHelper cannot resolve a complaint or dispute, the Pensions Ombudsman can be
contacted at the following address:

The Office of the Pensions Ombudsman
10 South Colonnade

Canary Wharf

London

E14 4PU

T: 0800 917 4487
E: enquiries@pensions-ombudsman.org.uk
W: www.pensions-ombudsman.org.uk

The Pensions Regulator
The Pensions Regulator can be contacted at the following address:

The Pensions Regulator
Telecom House
125-135 Preston Road
Brighton

BN1 6AF

T: 0345 600 0707
E: customersupport@tpr.gov.uk
W: www.thepensionsregulator.gov.uk

Pension Tracing Service

Information about UK schemes, including a contact address is provided to the Department for
Work and Pensions (‘DWP’) Pension Tracing Service. This enables members to trace benefits
from previous employers’ schemes.

The DWP’s Pension Tracing Service can be contacted at the following address:

The Pension Service
Post Handling Site A
Wolverhampton
WV98 1AF

T: 0800 731 0193
W: www.gov.uk/find-lost-pension

British Transport Police Force Superannuation Fund (‘BTPFSF’) Pensions Registration
Number: 10054162



CHAIR’S INTRODUCTION

The Trustee Board has the privilege of supporting hundreds of thousands of people working within
our Rail industry. Our membership is a wonderfully diverse group of people doing an equally
diverse variety of roles, from train drivers and engineers, to accountants, customer support staff,
cleaners, and everything in between. We support them all, from those who have retired, to the
18-year-old apprentice starting their first day in the industry.

All of our members rely on us to provide them with a secure income when they retire. This is
increasingly important against the continued backdrop of political and economic challenges we
all face — both in the UK and globally.

As the Chair of the Trustee, it's my responsibility to ensure transparency, accountability and
effective governance across the railways pension schemes, to ensure we are serving all members
diligently.

Throughout the year, the Trustee Board has diligently overseen the operations of the railways
pension schemes, guided by our mission to pay members’ benefits securely, affordably and
sustainably. Members are at the heart of everything we do, and we feel the gravitas of the impact
we have on their future lives and take this very seriously.

As we embark on another year of serving our members, | am delighted to share some highlights
and updates from the past year. | am pleased to present the Annual Report and Audited Financial
Statements of the BT Police Force Superannuation Fund (‘the Fund’) for the year ended 31
December 2023 on behalf of your Trustee Board.

Investment performance

Markets were dominated by monetary policy in 2023, with continued high interest rate rises
leading to inflation rates starting to fall, albeit remaining at above-target levels. Weaker economic
data raised the prospect of interest rate cuts continuing into 2024, resulting in equities delivering
positive performance over the year.

High inflation and interest rates also resulted in a difficult period for bond markets
globally. Towards the end of the year the weaker economic data resulted in a shift in the interest
rate outlook for 2024, meaning the market improved. Bond performance was generally positive,
with the exception of long-dated index-linked gilts. Private markets were challenged as deal
activity was subdued.

Against this backdrop:

o the Growth Pooled Fund, which represents approximately two-thirds of the railways
pension schemes assets, returned 9.0%;

e the llliquid Growth Fund, which holds private investments, returned 0.5%. We note also
the performance lag typical of private market investments.

e the Long-Term Income Fund returned -15.3%.

Overall, Fund assets returned 2.7%, net of all fees, and over the past ten years the return has
been 7.2% per annum. Fund assets have increased from £0.9 billion to £1.6 billion, and benefit
payments have exceeded contributions by approximately £0.2 billion. This means that investment
returns have delivered £0.9 billion, an increase of 96%, showing just how important investment
returns are to the Fund, its members and employers.

As the global economy looks to exit its interest rate hiking cycle, the outlook for investment
markets remains uncertain. As almost half of the world’s population goes to the polls in 2024, the
outcomes of these elections will set the direction for years to come.



CHAIR'S INTRODUCTION (CONTINUED)
Supporting members and employers

Member trends continue to show a preference in digital with increased contact through email and
over 116,000 members of the railways pension schemes now registered on the portal
(representing around one-third of the membership). Where members have the ability to perform
a transaction online, they will, with over 70% of estimates performed online and 99% of switches
all carried out via the self-serve portal.

Some challenges were faced in the year as increased regulation with transfers and the stronger
nudge changes have resulted in an impact to the speed of service for members. Whilst we are
managing member expectations, protecting members’ benefits remains the priority.

A programme of continual improvement continues as we strengthen systems and processes to
enhance the service and regulatory requirements including changes to the Lifetime Allowance
(‘LTA’) and preparing for Pensions Dashboards. The Scheme itself has continued to evolve,
requiring us to carry out robust and controlled changes to systems and calculations and to
implement special projects to support employer-driven initiatives.

We have maintained the authorised status of the Master Trust and developed the fund range
offered to members.

Governance

The Board suffered the sad loss of Gerry Doherty who died in September 2023. Gerry was a great
servant of rail industry employees throughout his career, both in trade union movement and as
General Secretary of the Transport Salaried Staffs’ Association (‘TSSA’), and latterly as a Trustee
Director safeguarding members’ pension benefits. He was a friend and colleague, and his wise
counsel was valued by me and the whole Trustee Board, and by Railpen on whose board he
served as a Trustee Non-Executive Director for three years. Gerry will be missed by all who
worked with him and knew him, but the mark he made on our industry and our Scheme will last
for many years to come.

Mark Engelbretson also left his role at Network Rail in December 2023, and the Trustee is grateful
for the six-and-a-half years of dedication he gave to the Trustee Board during his tenure. We wish
Mark well in his future endeavours as a professional pension trustee.

Into these vacancies we have welcomed Richard Jolly as an Employer Director nominated by
Network Rail, and lain Anderson as an Employee Director nominated by the TSSA. The Trustee
is committed to increasing the diversity of experience, skills and perspectives on the Board, and
| look forward to further engagement with organisations across the rail industry to improve
succession planning ahead of future retirement and election cycles. Trusteeship offers unique
opportunities to people from all backgrounds to develop Board-level skills and serve the needs of
hundreds of thousands of current and future Scheme members. We will continue to focus on
making our Board as inclusive as possible so the Trustee reflects the rich diversity of the members
it serves and to ensure our discussions and decision-making are as effective as they can be.

Ready for the future

As we look forward to 2024, the Board remains focused on its mission to pay members’ benefits
securely, affordably, and sustainably for the long term. On behalf of the Trustee Board, | am
grateful for the commitment of everyone involved with the Scheme and the strong relationships
we have with all stakeholders to continue to deliver high quality pensions for our members.

Christine Kernoghan
Chair, Trustee Company



THE TRUSTEE COMPANY ANNUAL REPORT

The Trustee presents its Annual Report on the British Transport Police Fund Superannuation
Fund (‘the Fund’), together with the financial statements of the Fund for the year ended 31
December 2023, which have been prepared and audited in accordance with Sections 41(1) and
(6) of the Pensions Act 1995.

INTRODUCTION

Railways Pension Trustee Company Limited (‘the Trustee’)

The Trustee is the trustee of four railway industry pension schemes. Trust law, the Pensions Acts
and the Companies Acts govern the activities of the Trustee as a corporate trustee. The Trustee
has overall fiduciary responsibility for the effective operation of the schemes, including
administration of benefits, collection of contributions, payment of pensions, and the investment
and safe custody of assets. It must act fairly in the interests of active members, preserved
members, pensioners and employers.

Railtrust Holdings Limited (‘RHL’)

The Trustee is owned by RHL, a company limited by guarantee. Designated employers of
sections in the Railways Pension Scheme (‘RPS’ or ‘the Scheme’), Omnibus employers in the
RPS, Industry Wide Defined Contribution (‘IWDC’) employers in the RPS, and the principal
employers of the other schemes of which the Trustee is a trustee are all required to become a
member of RHL. RHL is owned equally by its guarantor members, irrespective of size. Each
member of RHL is committed to contribute a maximum of £1 to its liabilities if it is wound up.

The primary purpose of RHL is to provide governance controls and appoint the directors of the
Trustee. The Articles of Association set out the procedure for the appointment of directors. The
aim is to achieve a balanced representation of the different employers and the members (or their
representatives) of the schemes. The directors of RHL and the Trustee are the same.

There are 16 directors in total, eight elected by the members of RHL (‘employer directors’) and
eight on behalf of the members of the railways pension schemes (‘employee directors’). Six of the
employee directors are nominated on behalf of employees and two on behalf of pensioners
(including preserved members). Approximately, one third of the directors retire by rotation every
two years. The term of office is six years.

Trustee Directors are non-executive and are entitled to emoluments which are disclosed in the
financial statements of RHL.

The structure of the Trustee group as at 31 December 2023

RHL
|

Trustee

Railpen RPIL




THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)

Operating companies

The Trustee has two wholly-owned operating subsidiaries, Railpen and RPIL, to which it
delegates the day-to-day operation of the railways pension schemes. Investment management of
scheme assets is carried out by RPIL, which is regulated by the Financial Conduct Authority
(‘FCA’). All other activities are carried out by Railpen.

Fund administration

An ongoing review of the Fund’s administration systems and processes is being undertaken.
Some issues with a number of railways pension schemes’ member payments have been
identified. These issues are still under internal review and cannot be quantified at this time. In
addition, there may be regulatory reporting required, which is also currently under consideration.

Any corrections to member payments will be met from Fund assets and will be reported in the
Fund’s financial statements. Any costs or losses (other than corrections of benefit payments
already made to members) that arise in the remediation of these issues will be reported in the
Fund administrator’s financial statements and these costs under certain circumstances will be
recovered from the Fund’s assets. At the date of approval of these financial statements it is not
possible to reliably estimate the potential value of any costs or losses.

Work is underway to formalise the approach to this work and engage with all relevant
stakeholders.

Employer Director appointment procedure

The appointment procedure for Employer Directors is based on industry sub-sector
constituencies. The nominating electoral groups and the number of directors to be appointed by
each electoral group are set out in the table below:

Electoral Group Number of Directors
Passenger train operating companies 3
Network Rail 2
Freight train operating companies and support services 2
All employers 1

The voting arrangements for the electoral groups reflect the schemes’ membership, while giving
the most emphasis to active members. If there are more nominations than vacancies, voting within
the electoral groups is on the basis of the number of employee members, preserved members
and pensioners associated with each employer.

Each member of RHL has one vote for each active member and half a vote for each pensioner
and preserved member in its schemes and sections. Voting in the ‘All Employers’ group is on
the basis of one employer, one vote.



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)
Employer Director appointment procedure (continued)

The table, below, shows the Employer Directors during 2023 and up to the date of signing of the
financial statements, their date of retirement by rotation, and nominating constituency:

Name Nominating Constituency Date of
retirement
by rotation

Christine Kernoghan (Chair) | Passenger train operating companies 2028

Mark Engelbretson’ Network Rail 2024

Adam Golton Passenger train operating companies 2026

Fatima Hassan Network Rail 2026

Richard Jolly? Network Rail 2030

Richard Jones All employers 2028

Anjali Lakhani Freight train operating companies and support 2028

services

Richard Murray Passenger train operating companies 2024

John Wilson Freight train operating companies and support 2026

services

1. Mark Engelbretson resigned from the Board on 1 December 2023.
2. Richard Jolly was appointed to the Board on 3 January 2024.

Employee Director appointment procedure

Nominations for each of the six Employee Directors to be appointed by the active members are
sought from all of the railway trade unions, the British Transport Police Federation, and Pensions
and Management Committees. Other organisations the directors consider to be representative of
the employees may also be included.

Nominations for each of the two Employee Directors to be appointed by the pensioners (including
preserved members) are sought from the British Transport Pensioners’ Federation, the Retired
Railway Officers’ Society, the railway trade unions and the British Transport Police Federation.
Other organisations the directors consider to be representative of the pensioners may also be
included.

In all cases, if there are more nominations than vacancies, a secret ballot is held of all active
members or pensioners (including preserved members), as appropriate, in the railways pension
schemes. The successful nominees will be those with the most votes.
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Employee Director appointment procedure (continued)

The table below shows the Employee Directors during 2023, their date of retirement by rotation,
and nominating organisation:

Name Nominating Constituency Date of
retirement
by rotation

lain Anderson'’ Transport Salaried Staffs’ Association 2030

Michael Cash National Union of Rail, Maritime and Transport 2028

Workers

Gerry Doherty? Transport Salaried Staffs’ Association 2024

Richard Goldson Retired Railway Officers’ Society 2026

David Gott National Union of Rail, Maritime and Transport 2024

Workers and the Management Committee of the
British Railways Superannuation Fund

Charles Harding Confederation of Shipbuilding and Engineering Unions 2026

Peter Holden British Transport Pensioners’ Federation 2026

Howard Kaye Associated Society of Locomotive Engineers and 2028
Firemen

Gary Towse Management Committee of the British Railways 2028

Superannuation Fund

1. lain Anderson was appointed to the Board on 12 March 2024.
2. Gerry Doherty died while a member of the Board, on 3 September 2023.

Governance

The Trustee places great emphasis on maintaining high standards of fiduciary governance.
Governance means having the people, structures and processes in place to provide the foundation
for the efficient operation and effective decision-making of the Trustee Board.

All Trustee Directors must complete a Fit and Proper Person check prior to their appointment.
This takes into account the individual’'s honesty, integrity and financial soundness, competence,
and conduct, in line with guidance issued by the Pensions Regulator for schemes that are
authorised master trusts. Directors make an annual declaration of their fithess and propriety, and
the formal checks are repeated every three years and on reappointment to the Trustee Board.

The experience and skills of Trustee Directors are the cornerstones of the Board’s effective ways
of working. Directors attended up to 24 Board and Committee meetings in 2023, in addition to
various workshops, strategy events, and training seminars.

Directors have a comprehensive training programme on appointment and throughout their tenure.
They complete a Training Skills Analysis and a programme of training and workshops is provided,
which is designed to support individuals and the Board as a whole, and to facilitate effective
succession planning based on the Board’s Skills Matrix. All Trustee Directors must achieve a
minimum standard of Trustee Knowledge and Understanding which meets the Pensions
Regulator’s requirements, and are required to complete the Trustee Toolkit prior to appointment
and at 3-yearly intervals. A wide range of training is offered by external providers and Railpen,
including training on the unique characteristics and complexity of the railways pension schemes.
To further support Trustee Directors, information relevant to their role is easily accessible to them
electronically in one convenient place, alongside all Board and Committee papers.



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)

Creation of the British Transport Police Authority

The principal employer of the Fund is the British Transport Police Authority, which was established
by statute to supersede the Strategic Rail Authority (‘SRA’) with effect from 1 July 2004. The SRA
was the principal employer for the period 1 February 2001 to 30 June 2004, superseding the
British Railways Board (‘BRB’).

Exposure of investments

The railways pension schemes’ assets are invested in a number of pooled investment vehicles
that operate as internal unit trusts. These offer the schemes the ability to invest in a wide range
of investments including UK and foreign equities, bonds, hedge funds, private equity, property
and infrastructure.

Each of these types of investments has its own risks associated with it, therefore the asset classes
that the schemes are invested in are closely monitored to ensure that assets are not exposed to
unnecessary risk as a result of investment choices. Further details of pooled fund investment
exposures can be found within the consolidated pooled fund accounts in Appendix C.

10



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)
MANAGEMENT COMMITTEE REPORT
Responsibilities

The Trustee has delegated powers to the Management Committee (‘the Committee’) to make
day-to-day management decisions. The Committee has in turn agreed to sub-delegate to Railpen
many activities to ensure the smooth running of the Fund and these activities are covered in the
Delegated Authorities Agreement. The Committee has agreed, through Railpen’s ‘Guide to
Services’, a Service Level Agreement, which sets out the scope of the service and the
performance targets the Committee and members can expect.

Meetings

There were five meetings of the Committee in 2023. These took place on 10 January 2023, 21
March 2023, 13 June 2023, 21 September 2023 and 29 November 2023. All meetings were held
virtually, using the Microsoft Teams video conferencing application, other than the meeting held
on 13 June 2023 which was held at Railpen’s office in London and on Microsoft Teams.

The Valuation Working Party did not meet in 2023.
Changes to Committee

There are 12 Committee members. Six members of the Committee are appointed by the principal
employer, the British Transport Police Authority (‘BTPA’), three members of the Committee are
appointed by the British Transport Police Federation (‘BTP Federation’), two members are elected
by the pensioners and one is appointed by the Chief Constable after consultation with
representatives of the ranks not represented by the British Transport Police Federation.

During the year, the following changes to the Committee membership took place:

e Mark Marshallsay was elected as Chair from January 2023;

e Emma Norman was elected Deputy Chair from January 2023;

¢ Martyn Ripley stepped down in November 2022, and Alan Pacey was elected to replace
him in March 2023; and

¢ Rubeela Qayyum stepped down from the Committee and Sarah Church returned to the
Committee to replace her in September 2023.

A list of the Committee members, as at 31 December 2023, is shown in the following table,
together with details of the number of meetings, which each member attended during the year.

11



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)

MANAGEMENT COMMITTEE REPORT (CONTINUED)

Committee members at 31 December 2023

Name Appointing body Appointment Number of | Number of
date meetings meetings
attended eligible to
attend
during
2023
Ms Harriet Andrews BTPA December 2016 3 5
Mr Alistair Sutherland | BTPA September 2022 2 5
Mrs Sarah Church BTPA September 2022 2 2
Mrs Emma Norman BTPA May 2016 5 5
Ms Rachael Etebar BTPA July 2019 4 5
Mr Stephen Field BTPA January 2008 5 5
Supt David Oram Member representative | September 2022 5 5
appointed by Chief
Constable after
consultation with the
ranks not represented
by the BTP Federation
Mr Stuart Cowan BTP Federation September 2022 2 5
Mr Peter Kingham BTP Federation June 2020 4 5
Mr Mark Marshallsay | BTP Federation June 2017 3 5
Mr John McBride Pensioner elected April 2022 4 5
Mr Alan Pacey Pensioner elected March 2023 3 3

Chris Welburn of Railpen, is Secretary to the Committee.

Committee members appointed by the BTPA remain in position until they resign or the BTPA
terminates their appointment.

Committee members appointed by the BTP Federation remain in position until they resign, cease
to be a member of the Fund or the BTP Federation terminates their appointment.

The Committee member appointed by the Chief Constable after consultation with the ranks not
represented by the BTP Federation remains in position until they resign or cease to be a member

of the Fund.

The pensioner-elected Committee members remain in position for a five year period, or until they
resign or cease to be a pensioner of the Fund. Pensioner-elected Committee members may stand
for re-election following five years in office.

12




THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)
MANAGEMENT COMMITTEE REPORT (CONTINUED)
Communications

The Committee is keen to ensure that members are kept up to date with news and developments,
and to achieve this aim, it regularly reviews the communications plan. Annual Pension Estimates
are sent to contributing members each year, usually in October, and these members also receive
a ‘Focus’ newsletter three times a year. Pensioners receive the ‘Penfriend’ newsletter two times
a year, in spring and winter. Members who no longer contribute but who have deferred benefits
in the Fund, receive a yearly edition of ‘Extra’.

To supplement these publications, a variety of useful information continues to be available at
www.btppensions.co.uk, and members may always contact the Fund’s administrators at:

Railpen
Stooperdale Offices
Brinkburn Road
Darlington

DL3 6EH

Members can phone the Customer Services helpline on 0800 012 1117 or email
csu@railpen.com.

13
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Membership

The total membership of the Fund increased during the year to 7,889.

2023 2022
Active members 2,925 3,096
Pensioners 3,068 2,973
Dependent pensioners 453 441
Preserved members 1,443 1,356
Total membership at end of year 7,889 7,866

Financial information

During the year, the net return on investments of the Fund, as a whole, was a gain of £53.9m
(2022: loss of £120.9m).

The Fund paid benefits of £66.2m in 2023 (2022: £62.0m) and received contributions of £34.6m
(2022: £33.3m). Allowing for transfer values and expenses, there was a net withdrawal from
dealings with members of £33.3m (2022: net withdrawal of £30.6m).

Actuarial valuation

The most recent valuation of the Fund was carried out at 31 December 2021 by the Fund Actuary
Adam Stanley of XPS Pensions Group. This was completed and signed off on 29 March 2023.
Information about the results of the valuation can be found in the report on Actuarial Liabilities on
pages 52 to 53.

Safe custody of assets

The Trustee gives particular attention to the safekeeping of its assets, including the efficiency of
transaction settlement, income collection, foreign exchange dealing and tax records. The
appointed custodian supplies the Trustee with reports, attested by their external auditors, on the
effectiveness of internal controls. Regular visits are made to the custodian and an independent
custody-efficiency monitoring service is retained. Foreign exchange dealing is also monitored.
Operational risk

The Trustee was one of the first UK corporate trustees to introduce a risk management process.
The risk management process, which has been reviewed during the year, identifies risks,
assesses their potential impact and likelihood, and determines the appropriate action to reduce
their likelihood and consequences.

Tax status

The Fund is a registered fund under the Finance Act 2004.

14



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)

Eligibility

All police officers who are not within two years of their maximum pension age (60 or 65 depending
on rank) when they join the service are eligible to join the Fund, if allowed by their contract of
employment.

Transport Act 1980

The Transport Act 1980 provides financial support for the employer’s historical obligations. These
obligations are met by the payment to the Fund of a fixed proportion, determined by the Secretary
of State, of the relevant obligations as they fall due. This proportion is 65.99% of supportable
Fund expenditure as it occurs.

Historic obligations relate to preserved membership, which is membership prior to 14 September
1970, credited to members on joining the Fund at that time.

Pension increases

Pensions in the Defined Benefit sections increased by 10.1% with effect from 10 April 2023.
Pensions in payment and deferment in the Fund are increased in line with Orders laid by the
government under the Pensions (Increase) Act 1971. This is based on the CPl inflation figure, which
measures changes in the prices of goods and services, as at September 2022.

Benefit structure from April 2007

From 1 April 2007, a revised benefit structure was introduced for new members and is shown in
the following table. Details of the old benefit structure are available on request from Railpen.

15



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)
New members post 1 April 2007
Active member

Contributions Additional voluntary Death in service
contributions (‘AVC’)

Contributions are based The AVC arrangements for the Nominated dependants or

on pensionable salary, Fund, known as ‘BRASS’ and personal representatives

which is basic salary plus, ‘AVC Extra’, are administered by will receive:

where appropriate, Railpen. BRASS is open to all

pensionable allowances contributing 1970 Section A lump-sum death benefit

such as London members of the Fund who joined  of four times pensionable

Weighting. before 1 April 2007. AVC Extrais  salary averaged over 12

the only AVC arrangement for months.

Pensionable salary is re- 1970 Section members who joined

assessed on the first after 1 April 2007 and a second Plus

Monday in January each contribution top-up arrangement

year, based on the for members who joined priorto 1 A dependant’s pension of

member’s salary on the April 2007 and who have one half of the pension the

previous 1 November. maximised their BRASS member would have

Contributions cease when  contributions. received had he/she

the first of the following retired due to incapacity at

OCCurs: the date of death.
Pensions for children may

a) on leaving the Fund; also be payable.

or

b) at maximum
pension age of 60 or
65 depending on
rank.

Full details of the provisions of the Fund can be found in the Trust Deed and Rules.

16
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When a member retires
at or after age 55
he/she will receive

A pension of 1/70" of
average pensionable
salary for each year of
membership, up to 35
years.

Plus

A tax-free lump sum of
4/70" of average
pensionable salary during
the last 12 months for
each year of membership,
up to 35 years. Lump
sums can be converted
into pension on a cost
neutral basis.

And on death

A dependant’s pension of
one half the member’s
pension (before
conversion of any lump
sum). Pensions for
children may also be
payable.

Leaving the Fund

When a member retires because
of incapacity
he/she will receive

Incapacity retirement benefits,
with no reduction for early
payment, can be granted at the
Management Committee’s
discretion to members retiring on
the grounds of incapacity who
have completed at least five years’
membership. The length of
membership used to calculate the
pension may also be enhanced in
certain circumstances.

And on death

A dependant’s pension of one half
of the member’s pension (before
conversion of any lump sum).
Pensions for children may also be
payable.

When an immediate
pension is not payable
he/she will receive

If the member has two or
more years’ service,
either:

A preserved pension and
lump sum payable from
age 65, or from age 55 at a
reduced amount.

Or

A transfer value payment
payable to another
approved pension
arrangement.

If the member has less
than two years service:
A refund of contributions
less tax and other
deductions.

Transfer values

All transfer values out of
the Fund are paid in full
and are calculated in
accordance with the
Occupational Pension
Schemes (Transfer
Values) Regulations 1996.
Allowance is made in the
calculation of transfer
values for discretionary
benefits payable upon
early retirement, on the
basis of the assumed
future experience of
members retiring early.
There are no other
discretionary benefits to be
taken into account.

Full details of the provisions of the Fund can be found in the Trust Deed and Rules.

17



THE TRUSTEE COMPANY ANNUAL REPORT (CONTINUED)
THE TRUSTEE INVESTMENT REPORT
Introduction

The Trustee is responsible for ensuring that suitable investment strategies are agreed for the
Fund. The policies that guide how the assets of the Fund are invested are set out in the Statement
of Investment Principles (‘SIP’), which is shown in Appendix B. The Trustees have produced the
SIP in accordance with section 35 of the Pensions Act 1995 (as amended) and subsequent
legislation, including The Occupational Pension Schemes (Investment) Regulations 2005 (the
“Investment Regulations”). No investments have been made over the year which are not in
accordance with the SIP. A copy of the SIP is available on the member website:
https://member.railwayspensions.co.uk/knowledge-hub/about-the-scheme/scheme-documents.

The mission of the Fund is to pay members’ pensions securely, affordably and sustainably. To
achieve these aims the assets of the Fund are invested to generate appropriate returns over the
long-term.

Investment strategy is set taking account of, amongst other factors, the specific liability profile of
the Fund. The Trustee has a committee, the Integrated Funding Committee (‘IFC’), responsible
for carrying out this work, sometimes working with a Pensions Committee where established, with
delegated investment responsibilities.

The Trustee has two wholly owned operating subsidiaries, Railpen and RPIL, to which it delegates
the day-to-day operation of the Fund.

Railpen Limited or ‘Railpen’ is a wholly-owned Trustee subsidiary and provides the schemes with
a full range of administration and payroll services as well as communications, and technical
support to name but a few.

Railway Pension Investments Limited or 'RPIL’, is the Trustee’s investment manager. RPIL is a
company authorised by the Financial Conduct Authority (the “FCA”), wholly owned by the Trustee,
and provides comprehensive investment management and fiduciary services for the Trustee.

Fund returns

The 1970 Contributory Section, with its liabilities predominantly in respect of serving members,
has a large allocation to the Growth Pooled Fund, and smaller allocations to the llliquid Growth
Pooled Fund, the Private Equity Pooled Funds, the Long Duration Index Linked Pooled Fund, and
the Long Term Income Pooled Fund. The investment return for the year was 2.7%. Over a three
year period the investment return was 4.4% per annum, while over a 10 year time horizon the
return was 7.3% per annum.

The other two sections are much more mature (i.e. their liabilities are in respect of pensioners
and deferred pensioners). As a result, they have higher allocations to UK government bonds. The
return for the 1970 Preserved Section was 3.8% for 2023. Over a three year period the investment
return was -1.7% per annum, while over a 10 year time horizon the return was 3.4% per annum.
The 1968 Section had a return of 0.4% in 2023, -7.0% per annum over three years and 3.7% per
annum over 10 years. All returns are expressed net of fees and costs.
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Investment management arrangements

The assets of the Fund are invested through a number of pooled investment funds managed by
Railpen, each with a different risk and return profile. These funds are managed as internal unit
trusts and each pooled fund is approved by HMRC. The Fund holds units in some or all of the
pooled funds. The use of these pooled funds enables The Fund to hold a broader range of
investments more efficiently than is possible through direct ownership.

The range of pooled funds allows tailoring to the needs and particular circumstances of the Fund.

In many cases the pooled funds are multi-asset, where the mix of asset classes can be varied
according to market conditions and opportunities. They enable the Fund to hold a managed
portfolio of assets rather than a fixed allocation. This should result in a less volatile return profile.

The Trustee recognises its legal duty to consider factors that are likely to have a financially
material impact on investment returns over the period during which benefits will need to be funded
by the Funds’ investments. These factors include, but are not limited to, environmental, social
and governance (‘ESG’) factors, including, but not limited to, climate change. The Trustee
requires ESG factors including climate change are taken account of in the selection, retention and
realisation of investments. In addition the Trustee requires that the quality of stewardship and
ESG integration (including climate change) are taken into account when selecting Fund
Managers, and to monitor relevant Fund Managers' stewardship and ESG integration (including
climate change) during the investment period.

Non-financial matters may be considered on a case-by-case basis in relation to the selection,
retention and realisation of investments where the Trustee has reasonable cause to believe that
members would share concerns that such matters would be inconsistent with the values or good
reputation of the Schemes and would not involve a significant financial detriment to the Schemes.

Each pooled fund has a return comparator and risk parameters within which returns are targeted.
Within the pooled funds, Railpen is able to make use of internal and external fund management
capabilities and employs both active and more passive implementation styles.

The use of external active management has declined substantially over the past decade. External
fee structures for public markets have increasingly moved to flat fees with fewer performance
related payments. In private markets, fees are being reduced through an increase in co-
investments and bespoke arrangements. The combination of these factors has resulted in a
significant reduction in expenses.

Within the Growth Pooled Fund, the allocation to equities was reduced and the allocation to US
government bonds and global corporate bonds were increased following bond market falls over
2022. Absolute return assets were also increased and a new equity portfolio was added focusing
on stocks in the energy sector, further increasing the diversification benefits of the Fund.

Within the llliquid Growth Pooled Fund, capital was deployed across different asset classes,

although deal activity was down on the previous year. The in-house team continued to manage
distributions from legacy investments in the Private Equity Funds.
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Investment management arrangements (continued)

The Long Term Income Pooled Fund also received distributions from its assets, and there were
a number of redemptions. The fund has not made any purchases over the year, and has instead
focused on asset management and in progress construction projects across the portfolio.

The De-Risking Fund Platform has a range of sub-funds with specific characteristics. These
include the Government Bond Pooled Fund, Non-Government Bond Pooled Fund, Long Duration
Index Linked Pooled Fund, and Short Duration Index Linked Pooled Fund. A new Matching Short
Maturing Fund was also set up during the year, with the first assets invested in December 2023.

Investment strategy

The IFC is responsible for setting the Fund’s investment strategy. In setting strategies for the
Fund, the profile of the liabilities, along with the covenant strength and views of the sponsoring
employer, are taken into account as part of an integrated risk management approach to funding.

Furthermore, the Trustee sets principles for the key aspects of section investment strategy, taking
into account covenant strength and maturity of pension liabilities. The IFC uses these principles
in assessing and agreeing the investment strategy for each individual section. Railpen works with
the IFC to agree investment strategies for the Fund.

Liquidity of investments

Investments described in the financial statements as ‘quoted’ or ‘exchange traded’ are either listed
on a recognised investment exchange, or traded in a secondary market where prices are usually
readily available from a broker, dealer, industry group or other pricing service, and where those
prices are representative of actual market transactions on an arm’s length basis. These
investments are assumed to be realisable at accounting fair value although, on occasion, markets
may experience reduced liquidity, in which case it may not always be possible to realise such
assets at short notice at prices at least equal or close to accounting fair value.

Investments described as ‘unquoted’ in the financial statements — mainly property, private equity
(including infrastructure), and OTC derivatives — are unlisted and for some, there is no organised
public market. These investments are carried at estimated fair values in accordance with the
Trustee’s accounting policies, as set out in the notes to the financial statements. These asset
classes are generally less liquid than quoted or exchange traded investments, either because of
the lack of an organised public market, the nature of the instruments or contractual arrangements.
For these reasons, it is not usually possible to realise part or all of such assets at short notice.
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Economic commentary

Overall, global equity markets rose over 2023. Performance for the FTSE World Index (100%
Developed Markets hedged to GBP) for the year ending 31 December 2023 was 22.3%.
Developed markets outperformed emerging markets, as the latter was subdued by lacklustre
growth in China.

In both the US and Europe, inflation came back down towards central bank targets in response
to continued high interest rates. Although the high interest rates did not manifest into severe
economic weakness, primarily due to the robust consumer demand, they were enough to create
a series of bank runs early in the year. The pinnacle of this came in the US with the collapse of
Silicon Valley Bank in March, whilst in Europe we witnessed the distressed purchase of Credit
Suisse by UBS under the careful guidance of the European Central Bank and the Swiss
government. Thanks to continued intervention by both monetary authorities and other large
financial institutions, the fear of contagion from banking concerns was swiftly reduced.

In the US, the Federal Reserve benchmark rate was 5.25%-5.50% at the year end, up from
4.25%-4.5% a year earlier. Inflation has started to slow, reinforcing market expectations that the
Fed had finished its rate hiking cycle and would cut rates in 2024. The prospects of a soft landing
of the US economy remained likely with both economic growth and the US labour market
remaining resilient. Over the year, there was growing excitement about the potential long-term
impact from Atrtificial Intelligence (‘Al’) due to the latest release of ChatGPT. This led to major
outperformance from growth stocks. The seven large tech constituents of the S&P500 helped
the index record a +26% gain. By comparison, the equal-weighted S&P 500 was up by 14% with
this relative underperformance of -12% by the broader index being the second worst in history; a
-16% underperformance in 1998 during the dot.com bubble was the worst.

The European Central Bank (‘ECB’) deposit rate was 4% at the end of the year, an increase from
2% a year earlier. Some ECB speakers signalled rate cuts could be on the horizon in the latter
half of 2024. The Euro Area began to see evidence of higher interest rates slowing the economy
which resulted in inflation falling to levels not seen since the summer of 2021.

In the UK, the Consumer Price Index (‘CPI’) rose by 4.0% over the 12 months to December 2023,
well down from the peak of 11.1% in October 2022, but above central banks’ 2% target. The Bank
of England base rate was 5.25% marking five months since the last rate, but up from 3.5% a year
earlier. Similarly to the Euro Area, the impacts of the rate hiking cycle have started to be seen in
economic data with weak consumer spending and quarter-on-quarter economic growth.

High inflation and interest rates meant it was a difficult period for bond markets globally. Towards
the end of the year weak economic data and signs of inflation falling has resulted in a shift in the
interest rate outlook for 2024, meaning the market improved. Overall, the UK 10-year government
bond yield fell to 3.5% to 3.7% over 2023, whilst the US 10-year government bond yield remained
broadly the same, at 3.9%.
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Investment performance

The Growth Pooled Fund, the largest of the pooled funds managed by RPIL, invests in a
diversified mix of predominantly growth-focused assets. The asset allocation of the Growth
Pooled Fund is flexible and will vary, taking into account changing market valuations, consistent
with the Trustee’s investment beliefs. The investment objective is to maximise risk-adjusted
returns over the long term whilst targeting 70% of the total market risk of public equity. The largest
portfolio allocation in the Growth Pooled Fund is to global equities and over the year the allocation
was fairly unchanged at 70-75%. Other asset classes held within the Growth Pooled Fund include
government bonds, corporate bonds, property and diversifying assets. The Growth Pooled Fund
return in 2023 was 9.0%. Over a 3-year period, the Growth Pooled Fund returned 3.7% per
annum.

The Passive Equity Pooled Fund is invested in line with a global index weighted by market
capitalisation, and produced a return of 22.6% in 2023, and 8.1% per annum over a 3-year period.
The Global Equity Pooled Fund has fixed weights in major geographic regions and produced a
return for the year of 15.0% and 7.2% per annum over a 3-year period.

The Private Equity Pooled Fund provides exposure to a highly diversified range of private market
investments. It is made up of a series of sub-funds, each representing a different vintage year of
private equity investment. In aggregate, the Private Equity Pooled Fund returned -10.9% in 2023,
and 10.2% per annum over a 3-year period. The Private Equity Pooled Fund is closed to new
investments. New investments in private markets are predominantly made within the llliquid
Growth Pooled Fund.

The llliquid Growth Pooled Fund delivered a return of 0.5% for the year, and 17.7% per annum
over a 3-year period.

The Long Term Income Pooled Fund delivered a return of -15.3% for the year, and -6.2% per
annum over a 3-year period.

For the Private Equity, llliquid Growth, and Long Term Income Pooled Funds, the unquoted nature
of the underlying investments means there is often a significant time lag for revised information
on underlying investments to flow through to the Pooled Fund valuation.

The De-Risking Fund Platform has a range of sub-funds with specific characteristics. These
include the Government Bond Pooled Fund, Non-Government Bond Pooled Fund, Long Duration
Index Linked Pooled Fund, and Short Duration Index Linked Pooled Fund. A new Matching Short
Maturing Fund was also set up during the year, with the first assets invested in December 2023.
Performance for this fund will be reported in the financial statements next year.

The Government Bond Pooled Fund is a UK government bond portfolio, managed internally by
RPIL on a buy and maintain basis. The Government Bond Pooled Fund returned 5.1% for the
year, and -2.2% per annum over a 3-year period.

The Non-Government Bond Pooled Fund is managed on a buy and maintain basis by an external
fund manager and returned 9.0% for the year, and -2.6% per annum over a 3-year period.
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Investment performance (continued)

The Long Duration Index Linked Pooled Fund invests in UK inflation-linked government bonds
and is managed internally by RPIL on a buy and maintain basis. The Fund returned -5.0% for the
year, and -18.6% per annum over a 3-year period. Long-dated bonds were most impacted
following the UK government’s “mini-budget” in September 2022.

The Short Duration Index Linked Pooled Fund is managed internally by RPIL on a buy and
maintain basis. The Fund returned 7.0% for the year, and 2.7% per annum over a 3-year period.

Information on the returns of all pooled funds can be found in Appendix C.
Voting and engagement

Voting rights are exercised and engagement activities undertaken in accordance with the global
voting policy and current best practice, including the UK Stewardship Code. The Trustee believes
that companies with robust corporate governance structures are more likely to achieve superior
long-term financial performance and will manage their risks and opportunities effectively.

The global voting policy sets out expectations for issuers. Constructive engagement with portfolio
companies and policy makers, alongside thoughtful voting, supports the Trustee’s investment
objectives.

Acting on the Trustee’s behalf, RPIL is currently focused on the following stewardship priorities:
climate change; workforce treatment; responsible uses of technology, and supporting more
sustainable financial markets. The Trustee believes that these issues are stewardship priorities
because they are financially material to all or a significant proportion of the Schemes’
investments.

Relationship with asset managers

The investment of the assets within each Pooled Fund, including day-to-day investment
decisions, are delegated under an Investment Management Agreement to RPIL, the internal
manager for the railways pension schemes, or to external fund managers appointed by
RPIL. The Investment Management Agreement sets out the parameters and policies within
which RPIL operates.

The investment performance of each Pooled Fund is measured against an agreed objective and
the objective and investment guidelines for each Pooled Fund are set out in the Pooled Fund
Policy document and Pooled Fund Directive document. The investment arrangements are
overseen by an RPIL Committee, the Asset Management Committee (‘AMC’), who ensure
adherence to the Trustees’ views.

Investments within the pooled funds are considered in terms of the most efficient way to access
desired return drivers. As part of this process, the Trustee recognises that control of costs is
important in contributing to good investment returns, and regularly reviews performance and
costs, both internal and external (including transaction costs) in conjunction with net of fees
performance figures for the pooled Funds. Fund managers are encouraged to take a long-term
approach to investing in order to align with the Trustees’ investment beliefs. AMC monitors the
performance of RPIL against long-term performance objectives and compliance with operating
parameters to ensure the investment approach aligns with the Trustee’s beliefs. RPIL is
responsible for monitoring the performance of the internal and external fund managers against
long-term performance objectives and compliance with operating parameters.
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Relationship with asset managers (continued)

RPIL also regularly reviews and monitors the contractual arrangements with external fund
managers, to ensure that the arrangement meets the investment objective, aligns with the
Trustee's investment views and role as a responsible investor. This includes the fund managers’
approaches to stewardship and environmental, social and governance (‘ESG’) integration,
including climate change. Investee companies are also engaged with to improve their
performance. For external fund managers, portfolio turnover is assessed on a strategy basis, to
ensure it is in line with expectations. Fees, including incentive fees (where appropriate) are
negotiated and performance is assessed net of fees.

RPIL and the external fund managers have discretion in timing the realisation of investments
within parameters stipulated in the relevant appointment documentation.

Securities lending

Securities lending forms part of the arrangements sanctioned by the regulatory authorities to
maintain an orderly and more liquid securities market. Subject to the agreements in place and the
constraints on certain portfolios, the custodian is able to make a proportion of securities they hold
available for lending to securities houses with short-term requirements. The lending does not
impact on the fund managers’ investment activities. In place of the lent securities, the pooled
funds receive collateral in the form of other securities and/or cash that meet standards set on
behalf of the Trustee. For any cash received as security, the Agent Lender arranges for these to
be reverse repurchased, and replaced by the appropriate securities.

As a result of operating these securities lending arrangements, the pooled funds receive
revenues. The custodian also operates indemnification programmes which protect the pooled
funds against defaulting borrowers. The pooled funds retain economic exposure to the lent
securities, for example by receiving dividends, but loses voting rights temporarily. The Trustee
retains the right; however, to recall securities if an important vote is scheduled. A permanent
restriction is in place that ensures that shares held in companies that are sponsoring employers
of the Scheme are not included in the lending programme.

Government support

The Transport Act 1980 provides financial support for the BRB’s historical obligations. These
obligations are met partly in cash and partly by means of substitution orders from the Government.

Self-investment

The Pensions Act 1995 and the Occupational Pension Schemes (Investment) Regulations 2005
require investments to be diversified so that the failure of one does not affect the security of
members’ benefits as a whole. Investments in employers’ businesses are also restricted to avoid
the prospect of the employees losing their jobs and part of their pensions at the same time, should
their employer’s business fail.

Investment decisions on the purchase and sale of employer-related investments are taken by
investment managers acting within discretions given to them by the Trustee.

RPIL regularly monitors investment manager activity to ensure that statutory limits on self-
investment are not breached.
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BRASS AVC investments (excludes IWDC and DC arrangement)

The Fund’s AVC investments in the DC Pooled Fund as at 31 December 2023, was £6.8m (2022:
£6.8m).

The AVC arrangements for the Fund, known as ‘BRASS’ and ‘AVC Extra’, are administered by
