Annual Statement Regarding Governance

The Trustees of the Sony Music UK Pension Plan (the 'Plan’) present their annual Chair's Statement on
governance (the ‘Statement’) as required under legislation set out in regulation 23 of the Occupational
Pension Schemes (Scheme Administration) Regulations 1996 (the '‘Administration Regulations’), as
amended by the Occupational Pension Plans (Charges and Governance) Regulations 2015. The
Statement covers the period 1 April 2019 to 31 March 2020 (the 'Scheme Year').

The Plan is divided into two parts:

(i) The Core Plan - this section provides benefits on a Defined Benefit ('DB') basis. Additional benefits are
also provided on a money purchase basis through the VIP Plan with members' additional voluntary
contributions (‘AVCs') previously matched by the Employers up to a specified limit. This section of the Plan
is closed to new entrants and was closed to future accrual from 31 March 2016; and

(i) The Entertainment Plan - this section of the Plan provides benefits solely on a Defined Contribution
('DC’) basis (the 'DC Section’). Members' contributions were matched by the Employers on a two for one
basis up to a specified limit. This section of the Plan is closed to new entrants and was closed to future
contributions from 31 March 2016, when most of this section transferred out of the Plan. A small number
of members remain because their benefits include some guarantees which prevented them from
transferring.

This statement focuses on the Plan's money purchase arrangements and describes how the Trustees have
governed the Plan during the year and, in particular, the steps they have taken during the year to improve
the likelihood of members experiencing a good outcome for retirement.

The statement covers four principal areas:
1. Investment with particular focus on the Plan's default investment arrangements.
2. Internal controls, with particular focus on the processing of core financial transactions.

3. Value for members, with particular focus on charges and transaction costs deducted from members’
funds.

4. The knowledge and resources available to the Trustees, including how the Trustees maintained
the statutory levels of knowledge and understanding to govern the Plan and how these help the
Trustees ensure that the Plan is governed effectively.

The Default Investment Options

The Trustees are responsible for setting the Plan's investment strategy and for appointing investment
managers to carry out that strategy.

They must also establish a default investment option for members who do not select their own investment
options from the fund range that is available where a scheme has been used for Automatic Enrolment
purposes.

In accordance with the Administration Regulations, the Trustees have appended the latest copy of the
Statement of Investment Principles ('SIP’) dated 11 September 2020, which was prepared for the Plan
under Section 35 of the Pensions Act 1995 (the '1985 Act’) and regulations 2 and 2A of the Occupational
Pension Schemes (Investment) Regulations 2005 (the 'Investment Regulations’). The SIP includes a
staternent of principles in relation to the Plan's default investment arrangements. As no further contributions
are being paid into the AVC or DC arrangements, the term “default” (which usually refers to where future
contributions are i ted in the ab of ber specific instructions) is historical in this context.
However, the default arrangements remain important given the level of investments remaining within them.




The SIP considers the following key matters in relation to the default arrangements:

e The Trustees' aims and objectives in relation to the investments held in the default arrangements;

e The Trustees' policies on issues such as: the kinds of investments to be held; the balance between
expected return and risk; and the extent (if at all) to which social, environmental or ethical
considerations are taken into account by the investment managers when selecting, retaining or
realising the underlying investments;

= An explanation of how these aims, objectives and policies (which together form the Trustees'
“default strategy”) are intended to ensure that assets are invested in the best interests of members
whose benefits are invested in the default arrangements.

The Trustees carried out their annual review of the SIP at the Trustee meeting that took place on 8
September 2020.

The Trustees, with input from their investment advisers, Mercer Limited, review the default strategies and
the performance of the default arangements against their stated objectives from time to time, or in the
event of any concerns and in detail at least every three years.

The most recent review of the default arrangements and the Plan's DC [/ AVC investment options with
Prudential and Scottish Widows was carried out in February 2020. As part of this review, the Trustees
considered wider industry metrics, the member demographics in conjunction with the default strategies and
performance, and whether these continued to be in line with the Trustees’ objectives aligning with their
overall intent to make a default investment option available, which either limits risk or seeks to reduce
i tment risk as the ber approaches retirement,

The Trustees are committed to keeping all investment options under regular review to ensure they remain
appropriate, based on their understanding of the likely requirements of the membership. As a result of the
review of the default investment arrangements in February 2020, the Trustees concluded, based on
investment advice, that the Plan’s default funds remained appropriate. The default funds are performing
as they should with regard to retirement targets and member objectives are being met for the default
arrangements in both the VIP Plan and members' DB AVCs and the DC Section. The next full review of
the investment arrangements, including the review of the default strategy and performance of the default
arrangements, is due by February 2023,

The Trustees recognise that the defaults will not be appropriate for all members and therefore encourage
members to consider carefully their own investment strategy from the choice of funds available.

The default for the VIP Plan and members' DB AVCs

The default investment option is the Prudential With-Profits Fund. Whilst this is not a typical default
investment option for newly established arrangements, the guarantees it provides offer a level of security
for members' investments, which is not otherwise available, and it has performed well relative to other With-
Profits Funds. The suitability of this investment is directly related to an individual's attitude towards, and
capacity for, investment risk. In particular, some members are currently entitled to large bonuses, which
are not guaranteed and could be withdrawn at short notice. This was brought to the attention of members
in @ communication to members from the Trustees in late 2017.

Technical defaults for the VIP Plan and members' DB AVCs
Following the review of the Prudential investments in 2017, the following funds were changed:

Old Funds prior to 2017 Review Fund following 2017 review (until 25 March 2020)

Prudential International Equity Fund  Prudential BlackRock Aquila (30:70) Currency Hedged Global
Equity Index Fund

Prudential Cash Fund Prudential BlackRock Aquila Sterling Government Liquidity Fund




Subsequently, the DWP provided clarification on an amendment to the Occupational Pension Schemes
(Charges and Governance) Regulations 2015 regarding the historical moving of members' investments,
without their consent, which occurred on or after April 2015. This was as a result of the DWP's concerns
that members may be disadvantaged as a result of being in a fund that they have not specifically chosen
to join.

As a result of this clarification, both the BlackRock Agquila (30:70) Currency Hedged Global Equity Index
Fund and the BlackRock Aquila Sterling Government Liquidity Fund are classed as a “Technical Defaults”
and are subject to the same governance requirements as other default funds. This includes reviewing them
every 3 years and detailing them in the Statement of Investment Principles. These funds were included in
the 2020 review and future reviews will be similarly aligned.

Prior to the end of the Scheme Year, Prudential, without the knowledge of the Trustees, closed the
BlackRock Aguila (30:70) Currency Hedged Global Equity Index Fund and the Prudential BlackRock Aquila
Sterling Government Liquidity Fund with the Plan's assets from the BlackRock Aquila (30:70) Currency
Hedged Global Equity Index Fund transferred into the newly introduced Prudential Dynamic Global Equity
Passive Fund (from 25 March 2020). Due to a member disinvestment, no assets were held in the Prudential
BlackRock Aquila Sterling Government Liquidity Fund at the date of the transfer. The Trustees are currently
liaising with Prudential regarding the transfer of assets in order to obtain further details about the Prudential
Dynamic Global Equity Passive Fund. However, as assets have been moved without member consent,
this means that the Prudential Dynamic Global Equity Passive Fund is now considered to be a technical
default.

The DC Section's default investment

The default investment option invests in Lifestyle Option B, a bespoke lifestyle investment strategy provided
by the Scottish Widows platform, which invests initially in global equities and a diversified growth fund (split
70:30 respectively). Both global equities and diversified growth funds offer high potential growth. Diversified
growth funds provide exposure to a wide variety of assets and investment strategies, and this diversification
is expected to result in a lower volatility of returns than equities.

Ower the ten years prior to a member's nominated retirement age, the member's savings are automatically
switched to target a tax-free cash lump sum (25% of a member’s pot) and a retirement income (75% of a
member's pot). This aims to reduce the member's exposure to risk relative to this target outcome as they
approach retirement. The performance of the funds underlying Lifestyle Option B, and the other available
funds, has been in line with or ahead of their objectives over the long term. The investment return on assets
within a lifestyle strategy will vary between members, depending on the term to their nominated retirement
age.

Requirements for processing financial transactions

As required by the Administration Regulations, the Trustees must ensure that core financial transactions
are processed promptly and accurately. Core financial transactions are (broadly, but not limited to):

« Transfers out of the Plan of assets relating to members (transfers in are no longer possible);
* Switches of members' investments between different funds within the Plan; and
+ Payments from the Plan to, or in respect of, members (e.g. payment of death benefits).

The Trustees have delegated the administration of the Plan to Buck. The Trustees have agreed minimum
timescales with Buck for processing requests, including all core financial transactions, to be within any
applicable statutory timescales. The following Service Level Agreements (SLAs) in respect of the accuracy
and timeliness of core financial transactions have been agreed between the Trustees and Buck:




10 business days Transfers Out 95%
Responding to AVC engquiries,
10 business days including quotations, payments 95%

and settlements
Processing AVC Switch

5 business days instructions 95%

20 business days Issue of AVC statements 95%

5 business days :;g{lllrﬁgctt:ssing and 95%
Portal updates including payslips,

5 business days P60s regulatory updates, members  95%

comms, Booklet, SFS

Buck records all member transactions and benefit processing activities in a work management system,
which assigns the relevant timescale to the task. This system is used to monitor compliance with regulatory
and service level targets.

From 1 April 2019 to 31 March 2020, an overall service level of 90.38% was achieved by Buck. As this
service level fell below the target of 95%, the Trustees have entered into discussions with Buck to address
any concerns and monitor the ongoing service levels. Buck has recently introduced new senior personnel
into the administration team to ensure that the level of service provided to the Trustees is up to the expected
standard.

The processes adopted by Buck to process transactions accurately and in a timely fashion include:

+ On at least a monthly basis a team leader or senior administrator monitors the workflow system for
cases close to regulatory and SLA due dates, underperformance is also reviewed and escalated
as appropriate.

« The workflow system has a diary functionality ensuring that transactions can be diarised for a future
date (such as arranging payment at retirement or a transfer at a specific point) resulting in an entry
into the workflow system at the appropriate date to enable the transaction to be processed in a
timely manner.

s Any changes to member records result in a printed audit trail which is peer reviewed by another
administrator to ensure accuracy before the change is validated and authorised.

+ Payments to members or third parties are input into an electronic authorising queue with the
supporting evidence appended, this is then peer reviewed and authorised by another administrator.
The treasury team then independently verifies the request and electronic evidence provided before
releasing the money, depending on the value of the payment a further level of authorisation may
be required before it can be released.

« Contributions received are reconciled by the administrator against information provided by the
Employer and reviewed and authorised by a senior administrator once any discrepancies have
been resolved.

« There is a separate treasury team which deals with the Trustees’ bank account, which is monitored
daily for any receipts and any discrepancies are reconciled. This is then flagged with the
administration team for the appropriate evidence of the payment.

During the Scheme Year, the following arrangements have been made to ensure that core financial
transactions are processed promptly and accurately:

« The SLAs are reviewed periodically by the Trustees to monitor Buck's compliance with such
standards and to ensure they remain appropriate and meet legislative requirements. The SLAs



were most recently amended in January 2020, following a new administration agreement being
entered into between Buck and the Trustees.

s The Trustees receive detailed quarterly administration reports produced by Buck, which are
reviewed by the Trustees at each of their quarterly meetings and enable the Trustees to monitor
that the requirements for the processing of core financial transactions are being met, and ensure
that any potential issues are picked up and dealt with.

The Trustees also monitor the accuracy of the Plan's common and conditional data. A summary report is
received from the Plan administrator periodically. The last summary report was issued in August 2019,

The Plan's risk register details all of the key risks to Plan members and is monitored and reviewed on at
least an annual basis. The risk register sets out controls to mitigate the effects of these risks.

A sample of core financial transactions is reviewed by the Plan auditor as part of the auditing process of
the annual report and accounts. Included in this sample would be any unusual or high value cases.

As a wider review of the Plan administration in general, the Trustees also receive an assurance report on
Buck’s internal controls. Whilst Buck had planned to issue an Assurance Report on Internal Controls (AAF
01/08) ("AAF") at the end of June 2020 Buck was unable to issue this given the current environment in
respect of COVID-19. Instead Buck issued a letter to the Trustees dated 2 July 2020 (for the period to that
date) confirming Buck has controls in place that reflect the new technical provisions of the AAF (effective
as at 1 July 2020) and has developed a solution with its auditors that will allow an effective AAF audit to be
conducted remotely. This will be a "Type 1' audit, reflecting an independent external review of Buck's
documented controls on dates on or around 31 July 2020 (depending on when the specific individual
controls applied for tasks conducted by Buck). Buck's auditors have the resources in place to support this
remotely from 15 August 2020. Buck anticipates that the final report will be made available to the Trustees
towards the end of October 2020.

Following the end of the Scheme Year the Trustees received notification from Buck of a potential issue with
its reporting of SLAs during part of that period. New senior personnel have been brought into the Plan's
administration team to investigate the issue and liaise with the Trustees in respect of any remedial action
required. The Trustees continue to be in discussions with Buck in order to ensure that they remain confident
that Buck processed the core financial transactions promptly and accurately during the period.

The Trustees have also taken steps to ensure that core financial transactions continue to be processed
promptly and accurately during the Covid-19 pandemic. Buck provided the Trustees with a copy of its
‘response business continuity questionnaire’ and confirmed that the core financial transactions processed
for the Plan during this period have not been materially affected due to the Covid-19 pandemic. Members
were also issued with a communication providing an update on how the Trustees are monitoring the
situation.

Charges and transactions costs

The Administration Regulations require the Trustees to report on the charges and transactions costs for the
investments used in the default investment option, as well as the wider fund options available, and assess
the extent to which the charges and costs represent good value for members. All of the available funds'
charges (with the exception of those applying to the Prudential With-Profits Fund which has an implicit
charge) are under the government's imposed charge cap of 0.75% p.a. for default arrangements for
schemes which are being used for auto-enrolment purposes.

Explicit charges known as the Total Expense Ratio (TER) consist principally of the manager's annual charge
for managing and operating a fund, but also include the costs for other services paid for by the fund, such
as the legal costs, registration fees and custodian fees. However, they exclude other costs that are also
member borne and which can therefore have a negative effect on investment performance, such as
transaction costs and interest on borrowings.



Transaction costs are the expenses associated with a member trading in and out of a fund as well as the
investrment manager trading a fund’s underlying securities, including commissions and stamp duty. Due to
the way in which transaction costs are calculated, they can be negative or positive in nature; a negative
figure is effectively a gain from trading activity, whilst a positive figure is effectively a cost from trading
activity.

The Trustees have been able to report on all charges and transactions for the period with the exception of
the Prudential Dynamic Global Equity Passive Fund for which transaction cost data will not be available
due to its recent inception date in March 2020. The Trustees will continue to liaise with Prudential to seek
to obtain this information as soon as it becomes available. Whilst the TER and transaction costs are member
borne, all other costs related to the running of the Plan, including administration, advisory and member
communication costs, are paid by the Principal Employer.

The DC Section

The charges and costs borme by members relating to the investment management of the funds available
through the DC Section of the Plan that members were invested in over the Scheme Year, are shown in
the table below, as at 31 March 2020.

Please note that the charges on the default strategy, Lifestyle Option B, shown in the table below are based
on the ‘growth' phase of the strategies (i.e. 10 years or more before a member's nominated retirement age).
In practice, the charges will vary depending on the stage that each member has reached in the default /
lifestyle strategy's de-risking process.

Transaction

Costs i
Yo p.a.
Lifestyle Option B ; . . 0.180
LGIM Global Equities 30:70 Index Fund 0.245 0.00 0.245 0.024
Baillie Gifford Diversified Growth Fund 0670 0.130 0.800 0.523
BlackRock All Stocks Corporate Bond Index Fund 0.130 0.016 0.146 -0.047

BlackRock Over 15 Years Fixed Interest Gilts
Index Fund
1al | ifestyle Option B is the ‘default’ investment option
& AMC = Annual Management Charge
&) AE = Additional expenses
4 TER (Total Expense Ratio) = Annual Management Charge (AMC) + Additional Expenses (AE)
e} These figures reflect the average fransaction costs borme by the funds over the Scheme Year. The aclual transaction
cosls bome by members may be different to this and will vary over time.
™ Scottish Widows reported thal there were no addifional expenses during the Scheme Year,

0.130 0.004 0.134 -0.350

Source: The figures shown above have been d from the | ider (Scoltish Widows) and the investment
managers (BlackRock, Legal & G I t t M rLG.'M) and Baillie Gifford) and are reported as at
31 March 2020.

The VIP Plan and members' DB AVCs

The charges and costs borne by members relating to funds available with Prudential that members were
invested in over the Scheme Year, are shown in the table below, as at 31 March 2020 (unless otherwise
advised).

The VIP Plan and DB AVC investment options provide access to a range of unit linked funds and a With-
Profits Fund. The charges are deducted from members' funds and cover the cost of the administration
services provided by Prudential, as well as the costs relating to investment management.

Current Fund Range

Prudential With-Profits Fund NIA = 0.08



Prudential Discretionary Fund 0.65 -0.05

Prudential UK Equity Fund 0.65 -0.07
BlackRock Aquila (30:70) Currency Hedged Global Equity 0.70 0.08
Index Fund (to 26 February 2020) . 4

BlackRock Aquila All Stocks Corporate Bond Index Fund 0.65 0.14

BlackRock Aquila Sterling Government Liquidity Fund (to

20 February 2020) 0.65 0.02
Prudential Deposit Fund N/A @ 0.08
Prudential Dynamic Global Equity Passive Fund (from 25 0.54 -
March 2020) :
8 The Total Expense Ratios (TERs) is made up of the Annual Management Charge (AMC) and additional
expenses (AE).

® These figures refiect the average transaction costs bome by the funds over the last 5 years, or from when data is
available o 31 March 2020 (or the date of closure if earfier). The aclual transaction costs borme by members may be
differant to this and will vary over time.

1 The Prudential With-Profits Fund is the current ‘defaull’ investment option. The fund does not have an explicit
annual management charge.

 The Prudential Deposit Fund is closed to members other than those already invested in it. The fund does not

have an explicit annual management charge.

lllustration of the effect of transaction costs and charges on members' henefits

Using the charges and transaction cost data provided by Scoftish Widows and Prudential, and in
accordance with regulation 23(1)(ca) of the Administration Regulations, Mercer and Prudential have
assisted the Trustees with preparing an illustration detailing the impact of the costs and charges typically
paid by a member of the Plan on their retirement savings pot. The statutory guidance: "Reporting of costs,
charges and other information guidance for trustees and gers of rel t occupational sch M
issued by the Department of Work and Pensions and dated September 2018 has been followed when
providing these examples.

The below illustrations, prepared by Mercer and Prudential have taken into account the following elements:

. A representative savings pot size;

. An assumed investment return, reduced for the impact of inflation, before and after the impact of
costs and charges;

' Time.

These illustrations do not take contributions into account given that the Plan closed to future accrual/new
contributions on 31 March 2016.

The DC Section

The term of investment has been based on the youngest member of the Plan. Where there is an underlying
guarantee on transfer or retirement, this has not been taken into account in these illustrations.

Impact of transaction costs and charges on fund values (£)

: Lifestyle Option B [ Ballie Gifford Diversified | LGIM Global[Equities 30:70 | BlackRock Over 15 Years
Default Arrangement Growth Fund | Index Fund | Fixed Interest Gilts Index
Fund

Before After all Before Afterall Before After all Before After all
charges charges charges charges charges charges charges charges
£ £ £ £ £

30,000 30,000 30,000 30,000 30,000 30,000 30,000 30,000
n 30,905 30,728 30,889 30,504 30,912 30,824 29,700 29,660



n 31,838 31,474 31,804 31,016 31,852 31,671 29,403 29,324
32,798 32,237 32,747 31,538 32,820 32,541 29,109 28,992
4 33,788 33,020 33717 32,067 33818 33,436 28,818 28,664
n 34,807 33,821 34,716 32,606 34,846 34,354 28,530 28,339
DN 35,857 34,642 35,745 33,154 35,906 35,298 28,244 28,018
T 36,838 35,373 36,804 3N 36,997 36,268 27,962 27,701
8 37,844 36,100 37,895 34,277 38,122 37,265 27,682 27,387
38,771 36,748 39,018 34,853 39,281 38,288 27,406 27,077
10 39,512 37,236 40,174 35,439 40,475 39,341 2713 26,770
m 40,188 37,659 41,365 36,034 41,708 40,421 26,860 26,467
12 40,769 37,991 42,590 36,639 42,974 41,532 26,592 26,167
13 41,250 38,229 43,853 37,255 44,280 42,673 26,326 25,871
41,546 38,317 45,152 37,881 45,626 43,846 26,062 25,578
15 41,572 38,216 46,490 38,517 47,013 45,051 25,802 25,288
16 41,156 37,776 47,868 39,164 48,443 46,288 25,544 25,002
Notes:

To ensure that these calculations are representative of the membership, the Trustees have made
some assumptions in the producing these illustrations:

-y

Values shown are estimated projections and are pot guarantees or predictions.

2. The illustration starts at age 49 (the age of the youngest member) and continues for a period of 16
years until age 65 (normal retirement age);
3. As the Plan is closed to future accrual no future contributions are assumed;

4. The starting pot size is assumed to be £30,000;

5. The transaction costs used in the illustration are based on the average transaction costs over
the two-year period to 31 March 2020 (based on the data currently available since reporting
began). Where these are negative, they have been assumed to be 0% for prudence;

6. The projected pot is in real terms (i.e. today's money). This means that the projected fund size
has been reduced to reflect future inflation, which has been assumed to be 2.5% each year,

7.  The projected growth rates are as follows:

Lifestyle Option B (default arrangement): 243% per year above inflation, after charges.
Baillie Gifford Diversified Growth Fund: 1.68% per year above inflation, after charges

LGIM Global Equities 30:70 Index Fund: 2.75% per year above inflation, after charges
BlackRock Over 15 Years Fixed Interest Gilts Index Fund -1.13%relative to inflation, after
charges.

The VIP Plan and members’ DB AVCs

Impact of transaction costs andicharges on fund values (£)

"Prudantial With-Profits Prudential BlackRook | Prudential BlackRock
Fund/{dafault fund Aquila All'Stocks uila (30:70) Currenc!

Prudential Deposit Fund



Corporate Bond Index Hedged/Global Equity

Peneion Fund Index Fund
Before J!tﬂar all I?elone Alﬂ.er all Before After all

- L o = =

g £ 3 £ £ £

3,000 3,000 3,000 3,000 3,000 3,000
3,060 3,030 3,120 3,090 2,900 2,990
3340 3190 3,650 3,500 2,970 2,960
3720 3,400 4,450 4,090 2,940 2,920
4610 3,860 6,600 5,590 2,890 2,850
5720 4,380 9,790 7,650 2,830 2,780
7,080 4,990 14,500 10,400 2,780 2,710

Notes:

1. Values shown are estimated projections and are gof guarantees or predictions and have been calculated
as at September 2019.

2. The projected pot is in real terms (i.e. today’s money) and has been calculated as at September 2019.
This means that the projected fund size has been reduced to reflect future inflation, which has been
assumed to be 2.5% each year;

3. Prudential have used the following assumptions:
* A starting pot size of £3,000.
+ No regular contributions.
* The term of the investment is from age 25 to age 65.
« |Inflation rate of 2.5% per year.

4. For the With-Profits Fund, the actual percentage charged depends on the performance of the With-Profits
Fund and may vary over time. These charges cover the costs of any expenses, any profits, implicit costs
and other adjustments. For the purposes of these illustrations, these future charges are assumed to be
1.40% p.a.

5. The projected growth rates before charges and costs are as follows:
«  Prudential With-Profits Fund: 3.56% per year above inflation,
* Prudential BlackRock Aquila All Stocks Corporate Bond Index Pension Fund: 2.23% per year above
inflation,
= Prudential BlackRock Aquila (30/70) Currency Hedged Global Equity Fund: 4.13% above inflation,
* Prudential Deposit Fund: -0.19% relative to inflation

Value for Members

In accordance with regulation 25(1)(b) of the Administration Regulations, the Trustees are required to
undertake a review of the charges and transaction costs incurred by members in order to ascertain whether
or not they represent good value for members, relative to peers and altemative arrangements that are
available.

The Trustees fully support transparency of charges and costs for members. However, a key consideration
for members is the performance produced net of combined charges and costs. Moreover, a cheaper fund
does not necessarily deliver the best value for money.

There is no legal definition of "good value®, so the process of determining good value is a subjective one.



Equally, “value” is not a straightforward concept to quantify and can be open to broad interpretation. The
value for members assessment undertaken by the Trustees in July 2020 for the year ending 31 March 2020
for both the DC Section and the assets invested with Prudential included:

. Investment charges for the default and other funds, when benchmarked against comparable funds
with similar sized mandates;

. Investment performance; and

. Investment fund range and ratings.

Each investment manager will incur transaction costs associated with purchasing and selling individual
securities (such as equities or bonds). Reporting continues to be somewhat fragmented and analysis of
transaction costs is not possible as the data does not allow like-for-like comparison. The Trustees, with
assistance from their advisers, will look to comment on transaction costs compared to the wider industry
once this data becomes uniformly available.

DC Section

As all administrative costs for the DC Section are met by the Principal Employer, the Trustees have only
considered the investment charges for these funds. The Trustees have considered the quality of the
investment services provided for these costs and based on the views of the Trustees' investment adviser
have concluded that these costs are low and provide value for members. Alternative ways of meeting the
service requirements of the DC Section are currently unavailable. The reasons underpinning this
conclusion include the following:

+ charges for the DC Section’s default investment option are significantly below the charge cap of 0.75%
a year;

+ charges on the majority of funds have been assessed as comparing favourably with those of peer
funds; and

+ the performance of the majority of the DC Section's funds over the previous 5 years to 31 March 2020
compare favourably relative to the objectives adopted by the Trustees to assess value.

VIP and DB AVCs with Prudential

In assessing the overall charges and range of services provided by Prudential and based on the views of
the Trustees' investment adviser, the Trustees have assessed these funds as providing reasonable value
for members. The reasons underpinning this conclusion include the following:

+ Unit linked charges are competitive within the AVC market and reasonably so within the DC legacy
market given the size of assets and range of investments in use. There is little scope for the Trustees
to place these elsewhere to improve outcomes for members.

+ Performance of the Prudential funds over the previous 5 years to 31 March 2020 compare favourably
relative to the objectives adopted by the Trustees to assess value.

In addition, through their membership in the Plan, all members get the benefit of (amangst other things) of:

The Trustees’ ongaing oversight and review of the default investment options and the DC fund
range;

The Trustees' governance of the Plan;

Administration costs met by the Principal Employer.

Based on the advice of their investment advisers, the Trustees remain satisfied that overall the fees payable
were reasonable and that the fund range was appropriate. The Trustees continue to believe that both
arrangements still provide value for money for members and are committed to ensuring that members
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continue to receive value for money i.e. the costs and charges deducted from members' pots provide
reasonable value in relation to the benefits and services provided compared to plans of a similar size and
structure.

Trustee knowledge and understanding

Section 247 of the Pensions Act 2004, (requirement for knowledge and understanding: individual trustees)
requires the Trustees to maintain an appropriate level of knowledge and understanding which, together
with the professional advice available to them, enables them to properly exercise their functions and duties
in relation to the Plan. This requirement has been met during the course of the Scheme Year as set out in
more detail below.

Each Trustee has a copy of, or access to, the Plan's governing documentation, any relevant Plan policies,
and the Plan's Statement of Investment Principles. The Trustees are required to be familiar with these
documents in order ensure that they have a sufficient working knowledge of their application to the Plan. If
there are any ambiguities over the interpretation of the Plan's Rules, legal advice is sought from the Plan's

legal advisers.

Training on the relevant documents is provided to the Trustees by their professional advisers as and when
needed. The Trustees demonstrated their conversance with these documents over the Scheme Year as
follows:

» Considered and updated the Statement of Investment Principles in September 2019 to reflect
changes in the Trustees' objectives and the investment arrangements including receiving advice
from Mercer in respect of the amendments;

* Reviewed and updated the Trustees' Data Protection Policy and Personal Data Breach
Management Policy in May 2019 including receiving legal advice in respect of these documents.

¢ Reviewed and considered the Plan’s default arrangements in line with their stated objectives in the
Statement of Investment principles.

In addition, the Trustees undertook a number of activities that involved giving detailed consideration to
pensions and trust law, the Plan's governing documentation as well as funding and investment principles.
For example, as noted above the Trustees carried out a review of the Statement of Investment Principles
in September 2019 and updated this document to include new statutory requirements concemning
environmental, social and corporate governance issues relating to the Plan's investment process. The
Trustees also recently communicated with DC members to provide an update on the implications of Covid-
19, and to remind them of their investment options.

The Trustees will also be carrying out an exercise in the 2020/21 financial year, with assistance from their
advisers, to review transfer communications for Plan members with AVCs.

All Trustees have completed the Pension Regulator's Trustee Toolkit, which provides the Trustees with
sufficient knowledge and understanding of the law relating to pension and trusts, and the principles relating
to the funding and investment of occupational pension schemes.

Whilst there have not been any new trustees appointed during the year, the Trustees are expected to have
a robust training programme in place for newly appointed Trustees. For the Plan, upon appointment, a
Trustee is required to undertake an induction process. This includes a training session with relevant
advisers, as well as undertaking the Pension Regulator's Trustee Toolkit.

The Trustees have arrangements in place for ensuring that they take responsibility for keeping up-to-date
with relevant industry developments and consider their training requirements. The Plan’s professional
advisers provide regular updates on any new requirements in respect of the Trustees' duties following
changes in pensions legislation, and the relevant principles and developments relating to the funding and
investment of occupational pension schemes, and provide training on these issues as required. The Plan's



professional advisers also support the Trustees in reviewing the performance of the Plan and in running
the Plan in accordance with its governing documentation.

During the Scheme Year, the Trustees have undertaken ongoing training, both as a group and individually
to keep abreast of relevant developments. The training that the Trustees have been provided in the Scheme
Year include:

. Pension Schemes Bill 2020 (provided by CMS, February 2020).

. Update on changes made to the Pension Regulator's DC guides (provided by CMS, November
2019).

- Requirements for changes to Statement of Investment Principles and the need to make these
publicly available (provided by Mercer, 17 September 2019).

. Environment, Social and Governance considerations including those that arise from climate change

(provided by Mercer, 17 September 2019).

The Trustees receive regular training and updates from their advisers at quarterly meetings covering any
technical and regulatory changes in provisions (including defined contribution benefits). Trustees are able
to request any areas of further training they think they would benefit from.

During the Scheme Year each trustee completed a trustee effectiveness questionnaire with the aim of
identifying any knowledge gaps and evaluating the effectiveness of the Trustee board as a whole. The
results of the questionnaires were reported back to the Trustees at their February 2020 board meeting.
The feedback from this self-assessment process was positive overall, and the Trustees have planned to
work together with the Secretary to the Trustees to ensure that any knowledge gaps identified are
addressed in future Trustees' training sessions.

The Secretary to the Trustees is responsible for maintaining a log of the training that the Trustees have
undertaken. The Trustees are individually responsible for ensuring they review their training log and ensure
it is up-to-date. Trustees are responsible both on an individual and on a group basis for identifying any
gaps in their knowledge and understanding and netifying the Plan’s professional advisers of any additional
areas of training that they require.

The Chair of Trustees is also an experienced pension scheme trustee and has expertise in investment, and
therefore also chairs any separate investment meetings. The Chair is conversant with the Plan's governing
documentation and policies, and is also able to highlight where any additional training may be required by
the Trustees. The Chair qualified as an Accredited Member of the Association of Professional Pension
Trustees on 1 July 2020, His breadth of industry experience, which includes being a founding director and
former council member of the A jation of Professional Pension Trustees, being a member of the Board
of the CFA Society of the UK for almost 20 years and being the Chairman of their Examination and
Education Committee for 13 years, allows him to challenge advisers when appropriate.

The Trustees are satisfied that during the last Scheme Year they have taken effective steps to maintain
and develop their knowledge and understanding and ensure they receive suitable advice. The Trustees are
therefore satisfied that their combined knowledge and understanding, together with the support and advice
available to them from their professional advisers, enables them to properly exercise their functions and
duties as the Trustees of the Plan.



Chair’s declaration

g e Occupational Pension Schemes
(Scheme Administration)/Regllaty \CH- lat the above statement has been

Signature:

Name:

Position: Chair of Trustees of the Sony Music UK Pension Plan

Date: ?’2'% %E(“E"\Eﬁe_ %w

Appendix

Statement of Investment Principles as at 11 September 2020.



STATEMENT OF INVESTMENT PRINCIPLES -
SEPTEMBER 2020
SONY MUSIC UK PENSION PLAN

"

Introduction

The l‘ruemasdtm MWWPNWFM{WPIM ) e drawm wp this
Principlas {'th ) 40 comply with 1he requinsments of

«  Iho Pensions Act 1685 (Ihe Acr). as amended by the Pensions Act 2004
+  tha Occupational Pension Schemas (Investment) Reguiations 2005, a8 amended
By the Occupational Pension Schamas | |Charges and Gavamanca) Reguiations
2015; and
«  subsequent requiation
The Plan's NVESIMEN amangements, based on ne prnciples set oul n i Stalement,
any detailed in the “Summary of which is 1o mambrs
of the Plan on requost.

The Plan is divided inla two main parts:

(1 Tho Defined Bonefit (“DE") Section (priviowsly knawn as thi Sany Music (LK)
Pension Plan) which nas a cofinad benef
arrangemend known &s the VIP Plin i wiich members’ mmawuhm
Contribulions ("AVCE") are also invesiad, and

(i) The mllmu Contribution (“DC") Soction [n-amnlv knawm as the Sany
mﬂ mrlm]m assats ary
¥ ..-Trunlnm. othar than
mauurlmmmmnlwl’lwsm which i delegaled lo probessional
Investmant managers.

Process For Choosing Investmonts
e procass o CROGHING NVEsImEnts & as fallows
a Identity appropriste invesimant objecives.
b, Agree the kvel of risk consistent wilh maeling the obeclives set

& Consiruct & porioko of invesiments 1hal 15 expected 10 Maxmesa tho retum (net of
all costs) given the apraed lowe of ok

for the Plan, tho Trustees have odlained and
conpidoned the wiien adice of Marcer Lid, mnmrmmlmmwbowmm
quasdiod 1o provide such advice. The oo,
mln1mmnmmmmlmnmmmHﬂumm«mPumﬂn
Act 1985 (as amended),




Invostmant Objoctives

'I‘hl Trustess' objective is 1o invest tho Plan's assots in the bast intenest of the members
mhmmdlmlﬂm«m n the sole interest of

mum-nmm
ﬁm“»“mmmmmmmmmoflnmm canirol
he vanous nsks 10 which the Fian s axposed. The Trustees’ pnmary invesiment
objectves for the Plan are as follows.

311 The DB Section

The Trustees recognise thal their primary cuty is 1o the members and that the investment

wmu be sat in thair intorests. The DB Saction of the Pian is fully funded on &
PProvisians basis and investment risk has been mitigated to a large axtent

mmgn implemantation of a buy-in policy covering 100% of the DB Section's kabilties

312 The VIP Plan

T Trustees’ peTilry GOJective with regard 10 the VIF Fian |5 10 provde a range of cost-
affeclive snvestment options so thal members' and company contributions can be invested
fo provide a batance between growth in capital values and security of capital vahse.

In 2017, tha Trusteas roviawed the invesimant opons offered by the VIP Plan, geven tha
auditonal freedom and chosce ihat members now hive in terms of accassing (Mair pension
SaVINgs ot rotrement. Tha Trustess subsequently smprovid 1he options avadabie 1o
membirs as follows

@) A new “cash Hestyle strolegy” investmant oplion was inMroduced, fof members
bdmn o take thair bonefils in the VIP Plan as a tax-inoo cash ump sum whan they

IHIMUNM--“ ' and options were oftered
o members in their place.

In enrly 2020, tho provider, Prudential, closed o number of funds and oponed replacement
fund options. These can o8 lolows:

(@) A new fund, which invasts in giobal oquity. was introduced
(L] v

(€1 A fund, which invests in corporade bonds, was samarked for cosure in mid-lo-late
2020,

313 Accibonal Voluntary Contrbutons (8 Secton)

The AVCs are same way as the VIP Plan, also have access
1o the improved invirsimant options.

3.2 The DC Section




an |3mmlﬁ Inmapmynl e DC Section's (DG and AVC) assels warn
the Plan platfamm

mmmsmmmuﬂmmnwmmuamm:
administared by Fidality. As o result, responsibility for the govemance of those 0ssels was
Aransfamed from the Trussees of tha Plan (o the Trustee of the Fidelity Master Trust. This
dacumant does not cover tha Fidelity Master Trust amangement n place.

A small number of mambers remoen on e Scotiish Widows platiorm becausa the nalure
of thair benafits proventod them from iransfeming to the Master Trust Amangament. Those
imemibars can opt 1o manage thair imestment choices by choosing to invest in ane of
more of tha funds available through the Scattish Widows platform, each of which have

Arangements”

Risk Monogomant and Moasuramant

There are various risks 10 which any pensien schemae is axposed, which the Trustees
b miy be tinancially material

The Trustees' palicy on naltmmnﬂalmmh rogirds 1o the DB Seclon's assets over the
Plan's antcipated ifetime

= The primary risk upon wiich the Trusbees focus is that arising through 8 mismalch
mmimmmmmmum In oaar 10 manimise s nek, he
& buy-in conlract Lif 9 100% of thiy

DB Section’s Iabillies.

= A mmall propocbion ol this Plan’s Bssots are hikd oulside of th buy-in conlract [The
residual assets’). These residual assels provide a bufler against potential lisbiliies
which may orisa in tha future, and the Trustées' therefons seek 10 presene (he capial
il of Bhase assota by Nvesting them in @ low risk mannar

The Trusteas recognise (he nisks that may ansa from the lack of diversification of
investmants. Due 1o the size of Iho DB Soction’s residual assats and recognising e
nead lo dhansdy, invesiment exposune is obtaned via poolad vahicles

Forll\oocsodmdlwﬁm nmmuﬂ-wdm\owlomm the
Trusteas Individual member i different
nmmlmwmwwlmwmlmwnmh In designing the
Iifestyle options, ihe Trusteas have taken inbd account (he proximay 10 Ihe target
rofirement date and the asseciated financially matosial risks over tho strategy's full tme
horizon

The follcvwing apply to bath DB and DC Section assets:



has ini

ummnm.fomm"mm' rCeG ragular reparts from
hi investmant managaors, providers and L

+ The safo custody of the Plan's assets Is dulegaled (viathe
dwect via fhe use of pooled vehicles)

= Should there be o in the Plan’ e Trustoos will
wm“lﬂmmm!mmmm“ﬂm in
particular, whelher the cument fisk profile of the DB Section remains appropriale.

Investmont Strategy
5.1 tvestmant strategy for the DB Section

Following the katest investment sirstegy review for the DB Section and given the Trusiees
invesiment objectives, the Trustees have strategy
in the soparate “Summary of Investimant Amangements”

The Trustees review (he investmeant strategy for he DB assels on 8 Oa0 DASS once &
year, with full reviews ol least once every three years.

82 strategy for opbons avadable under the VI Plan, lhe DC
Soction, and ihe associsled AV

1n AEBIGRING 1N "A0IGUIT MVESMON! ORUICNS BNd delarminmng Ma range of funds 1 bo
offered. the Trustees aim to:

= Explicitty considaor the trode-off batween risk and expected retums: rish is not
considenad in islation, but in conjunclion with axpactad investmant retums and
mwwmmmwmmmhmdmyd

QUICOMES 10f MEMBers and in lerms of

wih the banefits targeted by the

uimhmmnm

lrwmst assals in o manner which 8ims 10 ensws the secuity, qualty, buidity and
profidabiity of & mombers porticlo as a whol

. invest Ut 1hat arm not must b kap! to
prudent [evels)

= Ensure that any in derival 1o risk reduction,
or afficient portiolic menagernant

= Frovide value for money, mmmmun«ummmlm
enioiman purposes and lagislati o not apply 1o the defeul

Invesiment arangameants



71

e Trusteas Dobave INal B8 B MEMDE S PANSION SaVINGS Qrow, roww, iInvestiment nak will have
4 Qroalor iMmpoc on mambor outcomes. Thereore, the the Trustees believe that a delaull
investment option which eiiher Emits risk or seeks o rachece investmant risk s the
‘member approaches retirement is approphate.

The detoult invesiment aption unde tha VIP Plan is & ‘wilh profits’ fund. This type of und
provides capital secunty, provided that ihe nvesimant i ekl unbl U mmbers
nominated relirement e

The dafaull mamop!m under the DC mmmmulmmappmn
a mambors ing a

mamwmwnwwm

Day-o-Day Managomant of the Assols
mrmwmnnwmmmwummnwu

investmant managers. As such, for tha
salaction, ratention nnm --"Mmolaﬂ funds.
which nage. The dis social,

mer dalgated

Tha Trusiees have laken sleps 1o satisty thomseives that (e Managers nave
approprinte knowladpe and expenanca for managing tho Plan's invesimants wmnm
@ caerying out ineir work compotently

e T rustees raguiany review iF suitabilny of the anumn
appointad managers, which may ba changed fom fima to lime. Howover, any
wwummmmumn;emuwamm mulmm with
the Trustess’ objectives, as 561 oul in Section 3

Deatasts of tha wmﬂmwmmnamu dooument produced by the
Trusioes ntilied “Summany of INesiment AITBngements’, which s auaiadle 10 Memiers
upan request

Invastment manager App

Aligning Manaaer iy Strateqy

|mewmnlmmmmw¢moﬂm copabities snd, thoretore, thar
caived likoknood of achioving o ratum and risk
meusmmm o selactod 1o manage

The Trustoes look 1o their whers Tor thair forward-
locking ‘s abdity 10 & full market cycle. This
's ol the o

wiow wall b Dased on tha s 3
parifolio o business In relation 10 the
particular investmant fund that the Plan invests in, The consullant's manager research
ratings assist with duo diligence (and quastioning iha manager of the Defined Banalit
Saction di during lons to the Trustees) and are used In decisions around
satoclion, relention and realisation of manager sppointments

and managers, iho Trusloas will 16k ko account
how sociol and corp 'ESG). go and




r3

[ megr n e i) processas. 1Mis wall be
‘balanced against ather manager salaction critens such a8 (bul not lmited to) idaa
ortfollo business

L and fees and
charges
If the invastment cbjective of o particular fund changes, the Trustoos will review the fund
10 enswre i remains wilh thes Trustees wader
investmeant objectivas

‘Whers Ihe Trusteas invest in pooled investment vohicies within the Defined Beneft
Section, they accept that they have no ability 1o specify the risk profila and retm largets
of the managers, but approprinto mandales can be selacted 1o align with the overall
nu‘mmwm

A the Defined Contributian Section only invests in poaled invastment funds, the Trustees
ty influance or T e of
ihe funds with the Trusioes’ own policies and objectives, However, 1he Trusioes wil seak

o ensure that ihe invesiment objectives and guidelines of any investment fund used ar
wilh Ihoir own policies The ]

he manager's o 3
facus is prmarily on long-term performance but short-lerm pedormance is also reviewed.
As noled above, thir Trusiess may review a manager's appontmean

(@) Thene are " of

(&)} Thera is & change in the portfolic manager;
(€} There ts & change in Ine underiyng objectives of he invesiment manager.
{d) There is a significant change to the Investment Consulant's rating of e manager

Tha majeeity of managers by way of @ fe o asa
f nssets under

i Der 18 ot Mmool ar their ojecives for ine
mandate have changed, the Trusiess iy initinity nsk tha manager 1o roviow thow fees
Instoad of tarminating the appointment.

The Trustees raviow the DG and AVC providers’ propossion, ncluding vestment

menager fees whens possible, and the defoull strategy 1o assess thew perfommance snd
‘engure Inay conbnug 1o meet the Trusiees’ abjectives,

Bortiglio Tumaver Coats



\Wiinin tne Dehned Bonehit Secton, o TRUsIBes does Not currently monior paricho
urnover conls.

mumww he Tmmelmumllﬂnll l!pnlmu from thes
he Trustees will

mm {0 manitar industry imp { poitiolio lumaver

Within the VIP Pian and the Defined Conlribution Section, the Trustaes review e costs
incurmed in managing mmhummlwwm mnmunm

In assassing i the penlolio
mmmsummmnqummmﬂu Tmmnlmveug-dlu
and naw this compares range for

Mly‘peﬂl\llﬁ

I future, Mmmmanmwlorwmmwmmamw
rmmmmuwmmqm the same aasof clas, on &
[ year basis for mu.wmhmnmmupucm

partoho tmovar Fange in th

Manager Tymover

The Trusiees ane long-tem imastons and are nat loaking to change the invesimant
mirangamants on o frequent basis.

\Within the Defined Benefit Section, for apan-snded funds, inere s no sel curation for e
manager appoiniments. The Trusiees will tharafore relain an nvastmant manages unkess.

= There is a strategic change 10 the overall sirategy thal no lnQor MHqUINSS ExXpasure
to thiot asset class or manager,

- Tmmmmmmmwm1mmmﬂmn
tarmingto the mandata.

mmwmm.wmlmnmmuwwm
for the amangemant.
lmmmrmgsmuummymmmumnmmm A

is no o b optimal nod
Mamnmmmumulwm
Expected Retum
1 redatan to the DB Section, the Trustea's primary invesimani objecive, o8 descrbad in
Section 3, is to mantain its fully funded status. The level of invesimant rtsm taken by ine

Trustees shall be proportional 1 thess activiles, noting that tha DB Section s currently
mmmhahnunomuu i & UK investment grada bond knd and o Liquidsy

Additional Assots

\Under he terms of the brust deed. the Trusioes are also responsiblo for the inveatmant of
@s8ats relating 1o the VIP Plan, the DC Section, and additional vakntary contibutions



|AVCs) paid by membsers. The Trusiees of the funds.
on o regular basis wuuw—mm--unwm continued suabiity.

Realisation of Investments

The invesiment managers have discretion in ihe timing of realisation of ihe undarlying
mvesimens and in considerations relatng 1o 1he liguidly of INase investments wilhin

prospeciuses

and

The Trusioos beliova that ESG issues can affect the performance of swestment
and should thersfore

1mmmummuwmwmm Issues, particularty cimate change,
[present risks and opporunities that increasingly may rmquire explicit consideration. The

Trustess will taka inlo accoun! the expected Hetime of tha Plan whan considanng how to
Integrate these issues inlo the investment decision making process

The Trustees have given ihes investment managers discration mmmmes:,
iasues and in rights and

investments. The Trustees consider how ESG is integrated
when or

It is Becopled will b Ihe individual policies of the
nm:mum Thesa polcies are roviewed B part of (he consierntion of pooked
of funds.

The Trustoss believe that good 3
and is iheefore in tha best interests of the Plan’ nwumm nl.lnﬂanm fductary
ity

The Trusiees of the UK, oy the Financaal
in July 2010 and tha Plan's equiy managers who are

Wmmmnmmwuxmm Code. Such managors ane

axpecled 1o rapart on iheir adherence to the UK Stewardship Code on an annual basis

The Trustoes do not currently have o formal procass for seeking the views of members on
mmmmumm«mmnmm

‘when
Howaver, mmmmmwwm jprovided that they are
consistent with the Plan’s invesiment objectives as sel cut in section 3 above.

The Trustees do not consider the ESG polcies of the existing DC and AVC providers as
thase confracts are o smail proportion of total assots

Compliance with this Statomont

Thel'nmunwrm mmmusmmmm ObiEin Confemation
pers ht they givan aftoct to the

"'" s0 far as and that mmymm

wmmmwnmmmtdmw

Pension Schemes (Invosiment) Regulations 2005,




Raviow of this Statomant

The Trustees wil review (nis Staterant a8 least onca a year and withoul dalay alter sny
significant change in investment pokcy. Any change to this Statement will only be made
after having oblained and considared tha witlon advice of someona wha the Trusiees
reasonabity bolievn 10 be qualified by hair abdity in and practcnl axperience of financial
mailers and to have the and axp of the 0 af
pension scheme imesiments.

Signed on behalf of the Trussees of tha Sony Music UK Pension Plan

Signed

Name

Signad

Nama:

1] wn



