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Introduction and summary.

This document is the Annual Implementation Statement (the “Statement”) prepared by the Trustee of the Bupa
Pension Scheme (the “Scheme”) covering the year ended 30 June 2025 (“the Scheme Year”) in relation to the
Trustee’s Statement of Investment Principles (“SIP”).

The purpose of this statement is to:

o set out the extent to which, in the opinion of the Trustee, the Scheme’s Statement of Investment Principles
required under section 35 of the Pensions Act 1995 has been followed during the Scheme Year;

e detail any reviews of the SIP the Trustee has undertaken, and any changes made to the SIP over the Scheme
Year as a result of the review;

e where relevant, describe the voting behaviour by, or on behalf of, the Trustee over the Scheme Year.

A copy of this implementation statement is made available on the following website:

https://www.bupa.co.uk/~/media/Files/MMS/digi-03122.pdf

The Scheme makes use of a wide range of investments. Therefore, the principles and policies in the SIP are
intended to be applied in aggregate and proportionately, focusing on areas of maximum impact.

The Trustee Directors consider that all SIP policies and principles were adhered to over the Scheme Year.

SIP reviews / changes over the year

The SIP was reviewed and updated during the Scheme Year in July 2024 and again in December 2024, following an
update to the Scheme’s strategic asset allocation following the completion of the investment strategy review. As this
was the only change between the July 2024 and December 2024 SIP, we have focussed only on the latter. A summary
of the key changes to the SIP compared to the previous version is provided below:

e DC Section: No major changes.

e DB Section: Updates to include details of the Scheme’s cash management policy and the Trustee’s stewardship
priorities. The Scheme’s strategic asset allocation and target hedge ratios were also updated to reflect the outcome
of the strategy review undertaken during the Scheme year.

The relevant version of the SIP referred to henceforth within this Statement is dated December 2024.

Adherence to the SIP

The SIP comprises the following sections:
e Introduction / Background on regulatory environment
e Pensions Act (paragraphs 1-4)
e Financial Services and Markets Act 2000 (paragraph 5)
e Scheme Background (paragraphs 6-9)
e DB Section
e  Objectives: DB Section (paragraphs 10-11)
e  Scheme Specific Funding (paragraphs 12-15)
e Investment Strategy (paragraphs 16-24)
e  Other matters
e Liquidity and diversification (paragraphs 25-26)

e Asset manager policy (paragraphs (27-33)
e Responsible investing, stewardship and sustainability (paragraphs 34-39)
e Performance Objectives and Investment Return (paragraph 40)
¢ Risk management (paragraph 41)
e DC Assets

e Remaining DC assets (paragraphs 42-44)
e  Monitoring (paragraphs 45-47)

e Appendix 1
¢ Roles and Responsibilities

The Trustee Directors consider that all SIP policies and principles were adhered to over the Scheme Year. Below
we comment on each of these sections and how the Trustee has implemented the principles within each one.
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Introduction/ regulatory background

1-9 — These paragraphs provide background information on the relevant regulatory framework (Pension Act and
FSMA 2000) under which the Scheme and the Trustee operates, and how the Trustee has followed the relevant
requirements in developing its SIP and organising its investment arrangements.

DB Section

10-11 — These paragraphs set out the investment objectives for the DB Section. The Trustee is satisfied that the
objectives as set out in this section of the SIP have been followed. In particular, with regard to the DB Section, the
Trustee is satisfied that:

e the Scheme remained ahead of its long-term funding objective (full funding on a prudent measure of the
Scheme’s liabilities);

e investment risk relative to the Scheme’s liabilities was monitored by the Trustee on a quarterly basis and
maintained well within the upper limits set by the Trustee.

e long term costs were managed by restricting the use of active management to areas where the Trustee
believes it can add value, namely the alternative credit portfolio, which comprises approximately one-fifth to
one-quarter of the Scheme’s assets. In addition, income yield from the Scheme’s assets was used to pay
member benefits to avoid the costs associated with unnecessary trading of assets.

12-15 — The Trustee typically reviews the SIP annually (or following any material change to the Scheme’s
circumstances) to ensure that the policies contained within it remain consistent with the Statement of Funding
Principles. The Trustee last considered this when the SIP was updated in December 2024 and confirmed that the
principles remained appropriate. During the Scheme Year, the investment strategy was reviewed following the
completion of the 2023 actuarial valuation process and the strategic asset allocation for the Scheme was updated
in @ manner consistent with its long-term funding objective.

16 — This paragraph is a statement of fact rather than setting out any policies. The Trustee regularly monitors the
performance of the Scheme’s investment strategy relative to its long-term objectives. This was done on a quarterly
basis during the Scheme Year.

17 — The Trustee believes that considering sustainability in its investments can lead to better outcomes over the
long-term. In particular, the Trustee has excluded investments in tobacco-related companies and controversial
weapons and put in place restrictions in relation to investments in thermal coal and tar sands in its segregated
credit mandate with Legal & General Investment Management (LGIM). The Delegated Manager, WTW, has also
worked with the underlying investment manager of the Fallen Angels strategy within the alternative credit mandate
to help define environmental criteria that securities have to meet in order to be included within the Fund. Similarly,
the JP Morgan strategy is required to invest at least 51% of assets in securities that promote environmental and/or
social characteristics as defined by the fund’s inclusion criteria. In addition, the infrastructure manager within the
delegated alternative credit mandate, Rivage, has invested a significant proportion of its drawn capital in renewable
energy projects. Rivage proposed to increase the cap to renewable energy within the fund guidelines, given
increased opportunities presented within this sector and this was approved by the investors. As at the date of this
statement, the Trustee was in the process of preparing the third iteration of the climate disclosure report.

18 — Over the Scheme Year, the Trustee, with assistance from its Investment Consultant, WTW, monitored the
portfolio’s risk/return characteristics, liability characteristics and solvency capital charge on a quarterly basis relative
to their respective acceptable tolerance ranges. There were no breaches to the agreed risk management metrics
and the portfolio’s target return remained broadly consistent with the long-term objective. Over the year, the Trustee
allowed the expected return on the Scheme’s assets to run above the target return pending further review after the
completion of the actuarial valuation. Following the completion of the 2023 actuarial valuation process, the
Scheme’s investment strategy was reviewed and the strategic asset allocation was updated to adjust to align the
Scheme’s expected return with its target return.

19 — The Scheme’s liability profile is updated on a triennial basis following agreement of the Scheme’s actuarial
valuations, and the Scheme’s liability hedging portfolio is constructed based on the profile of the Scheme’s liability
cashflows. Performance of the hedging portfolio relative to the Scheme’s liability proxy as measured by the Scheme
Actuary is monitored on a quarterly basis. The liability proxy was reviewed and updated in 2024 following the
completion of the 2023 actuarial funding valuation process. As part of this review, the Trustee agreed to increase
the Scheme’s target hedge ratio and the hedging portfolio was rebalanced alongside other changes to implement
the new strategic asset allocation

20-23 — The Trustee, with assistance from the Investment Consultant, monitors the asset allocation of the Scheme’s
portfolio which was updated over the Scheme year. The portfolio allocations have been within the control ranges
during the Scheme Year, and the IC used its discretion to rebalance to the strategic asset allocation when deemed
appropriate in the context of the Scheme’s overarching long-term strategy and recognising the costs that may be
associated with rebalancing.
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24 — The Delegated Manager has been managing the Scheme’s alternative credit assets in line with the investment
guidelines set by the Trustee within their Delegated Agreement.

Liquidity and diversification

25 — The Trustee adhered to this policy by ensuring that the Scheme held sufficient investments in liquid, income-
generating assets over the Scheme Year and by monitoring the income provided by each of its investment
managers on a quarterly basis. The Scheme’s cashflow requirements are regularly assessed by the Bupa Pensions
Team and compared to the Scheme’s cash holdings and expected income. The Trustee maintains a Cash
Management Policy, which documents the process for managing the Scheme’s ongoing cash requirements and is
reviewed on an annual basis. This policy is reviewed annually and reviewed during the period in September 2024.

26 — This paragraph is a statement of fact rather than setting out any policies.
Asset manager policy

27-33 — Within the liability matching portfolio managed by BlackRock, and the investment grade credit portfolio
managed by LGIM, the Trustee has used its discretion to tailor these mandates to the Scheme’s specific
circumstances. Within the alternative credit portfolio, the Delegated Manager paid due regard to the policies outlined
in the SIP. and aims to make underlying investments that are deemed attractive from a risk/return/fee (including
sustainable investment) perspective.

The Trustee continued to monitor the Scheme’s investment managers, having received quarterly monitoring reports
from its Investment Consultant. These reports include details of short-, medium- and longer-term performance
relative to benchmarks/targets for all mandates, commentary regarding performance as well as the additional
collateral sufficiency analysis provided by the Scheme’s LDI manager. Throughout the Scheme Year, the Trustee
used these reports as an input into its ongoing assessment of its investment managers’ performance.

No managers were terminated during the Scheme Year on the grounds of being poorly aligned from an ESG
perspective.

As part of its manager selection and ongoing oversight processes for the alternative credit portfolio, the Delegated
Manager considers the level of fees and the type of fee structures used by each manager (including a consideration
of the alignment of interests created by certain fee structures). The Delegated Manager considers a number of
factors including the asset class / investment strategy, the way in which the strategy is implemented (e.g. active
management or passive benchmark tracking), and fee benchmarking relative to peers. The majority of the underlying
investment managers for this portion of the Scheme’s assets are paid an ad valorem fee, in line with normal market
practice, for a given scope of services which includes consideration of long-term factors and engagement. However,
for some of the underlying mandates in the alternative credit portfolio, part of the managers’ remuneration can be
based on their performance over an appropriate time horizon. The use of performance fees for these types of
investments (where manager skill is a key driver of expected returns) is quite common. The Trustee and Delegated
Manager recognise the incentives created by such fee structures and are comfortable with them given the highly
active nature of these individual strategies, and in the context of the Scheme’s wider investment portfolio where the
aggregate use of these fee structures is limited.

The Trustee has a policy in relation to monitoring portfolio turnover and the costs associated with the expected
turnover range for the relevant Scheme assets. The Trustee receives annual reporting from the Scheme’s
Investment Consultant which outlines the costs associated with portfolio turnover, noting that turnover is not as
relevant to the illiquid mandates within the alternative credit portfolio and the LDI portfolio where the manager
manages the portfolio to a Scheme specific benchmark.

Responsible investing, stewardship and sustainability

34 — The Trustee has formally set out its policy regarding sustainable investment over the year. The policy will be
reviewed at least annually to ensure it remains consistent with the Scheme’s circumstances, the Sponsor’s approach
and evolving practices in the area.

35 — This is a statement of the Trustee’s beliefs.

36 — Over the Scheme Year the Trustee’s views on the materiality of financial or non-financial factors remained
unchanged. The Trustee did not make any changes to the Scheme’s investment arrangements as a result of ESG
views raised by the Company or the Scheme’s members.

37 — The Trustee has received and reviewed reporting from the Delegated Manager in relation to the nature of these

investments and their ESG credentials. In relation to the Scheme’s other assets, the Trustee held a meeting with
Blackrock in 2024 to covering their approach on ESG investing at a firm and mandate level.
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38 — The investment managers who managed the largest proportion of assets over the whole Scheme Year were
BlackRock and LGIM. The Delegated Manager is also responsible for managing a material proportion of the
Scheme’s assets. The Scheme is invested solely in credit assets and therefore voting rights have not been relevant.
BlackRock, LGIM and the Delegated Manager are all signatories to the UK Stewardship Code.

39 — The Investment Consultant’s process for researching and rating investment managers, includes an explicit
consideration of the manager’s approach to sustainable investment (recognising that the degree to which these
factors are relevant to any given strategy is a function of time horizon, investment style, philosophy and exposures).
The Delegated Manager regularly assesses the underlying managers with regards to their ESG credentials. Over
the Scheme Year, the Trustee reviewed and reconfirmed their stewardship priorities to help drive engagement
within the stewardship themes that are deemed to be of more relevance to the Trustee. Climate change,
biodiversity, human capital and human rights have been identified as the key stewardship priorities for the Trustee.

Performance objectives and investment return

40 — On a quarterly basis throughout the Scheme Year, the Trustee reviewed the performance of the underlying
funds through quarterly investment monitoring reports produced by the Investment Consultant. The Delegated
Manager has also provided separate investment reports that are focused on the performance within the alternative
credit portfolio. These reports were used for discussion at the Trustee’s quarterly meetings. The reports included
short- and long-term performance of the underlying assets as well as the benchmark performance against which
each manager is measured.

Risk management

41 — This paragraph states how the Trustee defines the various investment risks to which the Scheme is exposed
and how each risk is measured and managed. Over the Scheme Year the Trustee was satisfied that each of the
defined risks were managed appropriately.

DC Assets

42-44 — These paragraphs provide details on the remaining DC assets, following the transition to the Master Trust.
45-47 — These paragraphs provide details on the approach to monitoring the remaining DC assets.

The Trustee continues to monitor the remaining DC assets through the provision of reporting and advice from its
DC pension advisers. These reports are used for discussion at an Investment Committee meeting once a year, as
well as being shared with the Trustee as part of its Annual Governance Statement preparation. The oversight is to
ensure that Prudential continues to achieve the objective of the fund so that members benefit from long-term
positive returns.

Appendix 1 — Roles and responsibilities

These paragraphs state the responsibilities of the Trustee, Investment Committee, investment managers,

Delegated Manager, custodian, and Investment Consultant. Over the Scheme Year, the Trustee deemed that each
of the aforementioned parties had fulfilled their roles and responsibilities.

Voting and engagement

DB Section

The Trustee’s policy is to delegate the day-to-day integration of ESG considerations and stewardship activities to
its investment managers. Due to the nature of the DC Section’s investments, the exercise of voting rights does not
apply to the Scheme.

However, the Trustee believes that engagement activities are important for credit assets — the links below set out
the key managers’ and the Delegated Manager’s approaches to engagement:

https://www.blackrock.com/corporate/about-us/investment-stewardship
https://www.lgim.com/uk/en/capabilities/investment-stewardship/
https://www.wtwco.com/en-gb/solutions/services/sustainable-investment

The Trustee ensures that the Scheme’s underlying investment managers engage on important ESG related topics
on behalf of the Scheme. Key activity over the Scheme year has been set out below.
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Rivage, who form part of the Scheme’s alternative credit portfolio managed by the Scheme’s delegated
manager, have invested heavily in renewable energy. Rivage have undertaken various engagements
concerning environmental and other issues with a number of the issuers to which the Scheme has exposure
to over the Scheme year. Key examples are as follows:

Human Rights: Rivage engaged with a solar and wind power producer aimed on strengthening the borrower’s
human rights and ESG commitments through contractual obligations. As part of the financial agreement signed
in July 2024, the borrower committed to disclosing EU Taxonomy alignment from 2026 and implementing a
business and human rights action plan aligned with UN and OECD standards. Specific measures include
avoiding procurement linked to forced labour in Xinjiang and providing supply chain mapping for solar PV
components. Additionally, the borrower agreed to formalize key Environmental and Social Action Policies—
including those on human rights, occupational health and safety, procurement, stakeholder engagement, and
waste management—by the end of 2024, with full documentation expected in 2025.

Biodiversity: Rivage engaged with a biomass-based power producer centred on monitoring the transition
from coal to biomass-based power generation, with a strong emphasis on biodiversity and climate risk
management. The borrower committed to converting residual coal assets within three financial years, sourcing
biomass from agricultural waste and certified wood pellets, primarily from Canada. Ongoing discussions aimed
to enhance transparency in the biomass supply chain and ensure compliance with EU Renewable Energy
regulations (REDDII) and upcoming REDDIII biodiversity standards. Additionally, the borrower acknowledged
exposure to physical climate risks, such as sea submersion, and pledged to update its risk assessments and
adapt management processes accordingly.

LGIM, the Scheme’s investment grade credit manager, has undertaken various engagements over the
Scheme year on ESG issues, including those aligned with the Trustee’s stewardship priorities. Key examples
are as follows:

Biodiversity: Over the past year, LGIM has engaged with a major global food and beverage company on the
environmental impacts of plastic use, particularly in relation to the transition to a circular economy. As one of
the world’s largest producers of packaged goods, the company is a key focus for LGIM’s nature and pollution-
related engagement strategy. The primary objective is to encourage a shift away from single-use fossil-fuel-
based plastics, greater support for the Global Plastics Treaty, and transparency around lobbying activities. In
2023, LGIM co-led a collaborative engagement following a joint investor letter, and in 2024, continued this
work through the Plastic Solutions Investor Alliance, engaging with senior sustainability leaders at the
company. LGIM also supported a shareholder resolution at the 2024 AGM calling for a comprehensive
assessment of nature-related risks across the company’s operations and supply chains. While the company
has made some progress, LGIM considers the engagement objectives to be ongoing and will continue to push
for more sustainable packaging practices and stronger disclosure.

Climate Change: Over the past year, LGIM has engaged with a major energy company regarding its role in
the climate transition, given its significant presence in a climate-critical sector. This engagement aligns with
LGIM’s Climate Impact Pledge and broader net-zero investment strategy. Key objectives included improved
disclosure on climate scenarios, value chain emissions, lobbying activities, and responsible divestment, as
well as linking executive remuneration to progress in low-carbon initiatives. LGIM has held 11 meetings with
senior company representatives in 2024 alone, including the Chair and Head of Investor Relations, reflecting
the intensity of its engagement. Despite acknowledging improvements in climate-related disclosures and
methane reduction, LGIM voted against the company’s 2024 Energy Transition Strategy due to concerns over
revised emissions targets and plans to expand its gas business. Engagement remains ongoing, both
individually and through industry groups such as the Climate Action 100+ initiative, with objectives still in
progress and further action anticipated to drive alignment with net-zero goals.

Human Capital / Human Rights: Over the past year, LGIM has engaged with a major global retailer on both
environmental and social issues, with a particular focus on climate change and labour rights. As the largest
private employer in the US, the company has a significant influence on labour market standards and is a key
target in LGIM’s living wage campaign. LGIM expects the company to adopt a living wage policy across its
operations and supply chains, and to ensure executive pay decisions reflect broader employee remuneration.
Engagement has included both individual and collaborative efforts through groups such as ShareAction’s Good
Work Coalition and the Platform for Living Wage Financials, where LGIM has taken a leading role. LGIM has
supported multiple shareholder resolutions at the company’s AGMs, including calls for transparency on racial
justice and wage disparities. While the company has made progress—raising its minimum wage to $14 per
hour and offering upskilling opportunities—LGIM believes this falls short of a true living wage. As a result,
LGIM co-filed a shareholder resolution at the 2024 AGM and may escalate further by voting against the Chair
in 2025 if expectations remain unmet. Engagement is ongoing.
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DC Section

Like the DB Section, voting and engagement are delegated to managers. The remaining investments within the
DC Section are very small in the context of the Scheme and the Trustee does not have the power to change the
manager or the nature of the investments. As a result and as outlined in the SIP, the Trustee takes a proportionate
approach to these investments. This focusses largely on reviewing the returns and the strength of the Prudential
With-Profits fund that hold the vast majority of DC Section assets, which the Trustee did during the year. The
Trustee is comfortable the operation of this fund continues to support the principle of positive returns for participants
in the form of guaranteed and terminal bonuses.
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