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Statement of Investment Principles

1. Introduction

The Finance & Investment Committee has prepared this Statement of Investment
Principles, in accordance with all relevant legislation and best practice guidelines.

It outlines the principles and policies governing investment decisions made by or on
behalf of RCN Council on the management of the RCN assets.

2. Governance
2.1 The role of RCN Council in Investment

f RCN Council is responsible for the governance and investment of the RCN’s assets.

f Setting the funding objective and the appetite for investment risk is Council’s
responsibility and it sets the range of acceptable exposure across asset classes.

' RCN Council reviews appropriateness of the current investment RCNEment
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f direct cash deposits available for investment in the portfolio.

' monitor compliance with the RCN’s
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reduce performance risk.

The contract with the Investment Manager stipulates that the manager(s) will
provide the Finance & Investment Committee with a quarterly statement of the
assets, investment performance, cash flows, a report on the results of past actions
and any changes to the investment process and on corporate actions. In addition to the
quarterly reporting, the manager(s) must be able to respond to ad hoc requests for
information, valuations or updates whenever reasonably requested.

5. Statement of Investment Beliefs and Guiding Principles

The RCN has agreed a policy position which forms the backdrop against which all
investment decisions related to the portfolio are made.

The purpose of the investment portfolio is to enable the RCN to meet its charter
objectives.

To that end, the RCN’s investments must balance the objective to make and maintain
steady capital appreciation and income with its ethical outlook, which forms an
integral part of the RCN’s mission and the decisions of RCN Council.

6. Investment Beliefs

The primary aim of an investment policy is to secure the best realistic return over the
long term, given the need to control risks.

The principal source of appropriate investment returns over the longer term is
participationin economic growth, whether through primary or secondary investments,
bonds, equities, cash, property or other asset classes.

The relative attraction of these different asset classes will vary with current valuations
and consequently managers and trustees of the monies need to keep both valuations
and asset mix under review at all times.

In our opinion, the most appropriate way to reduce risk is through the prudent
diversification of the portfolio. Excessive reliance on any one particular asset, issuer or
group of undertakings should be avoided.

Active management can add value, as indices necessarily represent companies and
stocks which have already become large, and it allows managers to tailor investments
more closely to the objectives and ethical beliefs of the RCN. However, passive
investments may be considered useful, providing they can be shown to meet the
constraints of the RCN's fiduciary and ethical requirements.

Investments are most appropriately managed by professional investment managers,
appointed by RCN Council and overseen by the RCN Finance
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8. Funding Objective

The RCN'’s primary objective is to provide an appropriate level of funding each year to
help keep membership subscriptions as low as possible. A second objective is to
facilitate the RCN’s principle of self-investment in buildings, other
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i)  Production of oil tar sands - proposed restriction: 5% of revenues derived from
the production of oil from tar sands.

J) Predatorylending — proposed restriction: 5% of revenues for activities connected
to predatorylending.

In addition to the specific exclusionary criteria, the investment manager is expected to
avoid companies which are materially invested in ethically unacceptable practices.
Examples of these are:

Corruption

Environmental degradation
Poor labourpractices
Breaches of human rights

Companies which persistently, knowingly and materially breach international
legal standards

To T T— T— T—

The RCN will agree a program of specific restrictions to its investments to exclude
practices and companies that are particularly at
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The following principles will inform the RCN'’s approach to responsible stewardship:

A Aconcern for the
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above assets within which
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13. Corporate Governance, Voting and Activism

The Finance & Investment committee has asked its investment manager to exercise
voting rights in line with our statement of beliefs and guiding principles.

The Finance & Investment Committee receives regular reports from its investment
managers on corporate governance issues and the use of voting rights attached to the
shares itholds.

14. Fees

RCN Council recognises that the provision of investment management, dealing,
custodial and advisory services results in a range of charges to be met. The fee
structure is an important part of the tender process. The fees payable are set outin
the Investment Management Agreement.

15. Compliance with this Statement

The Finance & Investment Committee will monitor compliance with this Statement of
Investment Principles regularly, and in any event will review this SIP at least once
every three years and without delay after any significant change in investment policy.

A copy of the Statement of Investment Principles

its



