Chair’s DC Governance Statement,
covering 1 April 2024 to 31 March
2025 (the “Scheme year”)

1. Introduction and members’ summary

The Clarkson PLC Pension Scheme (the “Scheme”) is an occupational pension
scheme providing defined contribution (“DC”) benefits (a DC pension scheme is
where employee and employer contributions are paid into it, and the member
chooses their investments (or is invested in the default option) but bears the
investment risk).

If members wish to make Additional Voluntary Contributions (“AVC”) into the
Scheme, these AVCs will be paid into the same arrangement as the DC section
with Fidelity. As such, the wording throughout this Statement relates to both the
DC and AVC sections.

Governance requirements apply to DC pension arrangements, to help members
achieve a good outcome from their pension savings. We, the Trustees of the
Scheme, are required to produce a yearly statement (signed by the Chair of
Trustees) covering:

» the design and oversight of the default investment option (ie where
contributions are invested for members that do not wish to choose their own
investments);

o processing of core financial transactions (ie administration of the Scheme,
such as investment of contributions);

o the charges and transaction costs borne by members for the default option
and any other investment option members can select or have assets in, such
as “legacy” funds;

o anillustration of the cumulative effect of these costs and charges;
» netreturns of the investment options;
e how the value members obtain from the Scheme is assessed; and

o Trustee knowledge and understanding.
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The key points that the Trustees would like members reading this Statement to
take away are as follows:

e The Trustees regularly monitor the investment arrangements, and they are
satisfied that the default and other investment options remain suitable for the
membership.

o The administrator has processed core financial transactions promptly and
accurately to an acceptable level during the Scheme year, and the Trustees
remain comfortable with the administrator’s performance.

o Fees can have a material impact on the value of your pension savings and
the fee impact is greater the more time passes, since fees reduce the amount
of money that can grow with future investment returns.

« Fees for the investment options are set out in this Statement, and the
Trustees remain comfortable that these fees are reasonable given the
circumstances of the Scheme and represent value for the benefits members
obtain.

o The Trustees reviewed the Default in the 1 April 2022 to 31 March 2023
Scheme year and agreed that it has been designed to be in the best interests
of the majority of the DC Section members and reflects the demographics of
those members. The Trustees reviewed the Diversified Growth Funds
(DGFs) used within the Default strategy in March 2025 and agreed that while
they remain appropriate for now, they will be reviewed again alongside wider
strategy considerations as part of the next strategy review due in H1 2026.

o Please rest assured that the Trustees are looking after your best interests as
members, and the Trustees undertake training and receive advice as
appropriate so that they have sufficient knowledge and understanding to do
so effectively.

Please note that this Statement includes some projections of what members’ pots
could be in the future based on investing in different funds within the Scheme.
The expected returns used in the projections are the same assumptions used in
the Scheme’s latest Statutory Money Purchase lllustrations (“SMPIs”). Rules
around SMPIs mean that return assumptions are set in a prescribed way based
on the volatility of investment returns, with higher volatility meaning higher
assumed returns. Because bonds have been very volatile in recent years, the
SMPI approach results in assumptions that may be considered unrealistic,
specifically that the Passive Inflation Linked Bond Fund is assumed to have a
higher return than equity funds over the long term. Therefore, you should
interpret the projections with caution and not make any significant change to your
investments as a result of them. You should consider obtaining professional
financial advice before making any significant change to your investments.



2. Default arrangements

The Scheme is used as a Qualifying Scheme for automatic enrolment purposes.
This means that it is used as a pension savings scheme for employees who are
eligible for automatic enrolment into a pension scheme.

The Trustees have made available a range of investment options for members.
Members who join the Scheme and who do not choose an investment option are
placed into the Drawdown Lifestyle, (the “Default”). The Trustees recognise that
most members do not make active investment decisions and instead invest in the
Default. After taking advice, the Trustees decided to make the Default a lifestyle
strategy, which means that members’ assets are automatically moved between
different investment funds as they approach their target retirement date.

The Trustees are responsible for investment governance, which includes setting
and monitoring the investment strategy for the default arrangement.

Details of the objectives and our policies regarding the default arrangement are
set out in a document called the ‘Statement of Investment Principles’ (“SIP”). The
Scheme’s SIP covering the default arrangement is attached to this Statement as
an Appendix.

The Default was not reviewed during the period covered by this Statement. The
last review was carried out on 9 March 2023. The Trustees regularly monitor the
performance of the Default and will formally review the strategy (aims, objectives
and SIP policies) at least every three years. The next review is intended to take
place by April 2026 or immediately following any significant change in investment
policy or the Scheme’s member profile.

Following the Scheme year end in June 2025, the Trustees conducted member
demographics analysis to ensure that the Default remained appropriate following
the transfer in of members from the Clarkson Port Services Limited Group
Personal Pension Plan and the Stewart Group Ltd Retirement Benefit Scheme.
The review concluded that the Default remains appropriate for the membership
including those who joined from these other schemes.

In addition to triennial strategy reviews the Trustees also review the performance
of the default arrangement against its objectives on a triannual basis. This review
includes performance analysis to check that the risk and return levels of the
default arrangement and other investment options meet expectations.
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The Trustees’ reviews over the Scheme year concluded that the default
arrangement was performing broadly as expected and consistently with the aims
and objectives as stated in the SIP. However, the Diversified Growth Fund and
the Low Volatility Bond Fund underperformed their targets over the year. The
Low Volatility Bond has been impacted by the relatively high interest rates, which
has negatively impacted returns for fixed income assets. The fixed income
allocations within the Diversified Growth Fund were also a detractor for the
performance of this fund over the Scheme year. The Trustees reviewed the
Diversified Growth Fund in March 2025 noting that whilst performance had been
disappointing relative to its “cash+” objective, the Funds had provided
diversification and downside risk protection for members. The Trustees agreed to
further review the Fund as part of the triannual strategy review in H1 2026.

Asset allocation breakdown

The Trustees are required to show the asset allocation of the Default
arrangement. In line with DWP’s guidance, the Trustees have also shown this
asset allocation for different ages in the strategy as at 31 March 2025.

Drawdown Lifestyle

Cash 0.0 0.0 9.1 38.1
Corporate bonds 0.0 0.0 6.8 19.5
(UK and overseas)

UK government 0.0 0.0 20 22
bonds

Overseas 0.0 0.0 1.3 8.9
government bonds

Listed equities 100.0 100.0 71.3 21.3
Private equity 0.0 0.0 0.3 0.3
Infrastructure 0.0 0.0 0.0 0.0
(unlisted)

Property (unlisted) 0.0 0.0 0.0 0.0
Private debt 0.0 0.0 2.1 2.1
Other* 0.0 0.0 71 7.7

*We have classified a range of asset classes that do not exactly fit in the other groups as
“Other”. Examples of asset classes included here are commodities or currency hedging.
Figures may not sum due to rounding.



3. Requirements for processing core financial transactions

The processing of core financial transactions is carried out by the administrator of
the Scheme, Fidelity. Core financial transactions include (but are not limited to):
the investment of contributions, processing of transfers in and out of the Scheme,
transfers of assets between different investments within the Scheme, and
payments to members/beneficiaries.

The Trustees recognise that delay and error can cause significant issues for
members. The Trustees have received assurance from Fidelity that there are
adequate internal controls to support prompt and accurate processing of core
financial transactions.

The Scheme has a Service Level Agreement (“SLA”) in place with the
administrator which covers the accuracy and timeliness of all core financial
transactions. The key processes adopted by the administrator to help it meet the
SLA are as follows:

» Fidelity administers the DC Section of the Plan using a common
administration platform, Aquila Administrator, that is fully integrated with
Fidelity’s investment dealing system to ensure that member records and fund
prices are updated on a daily basis.

e The Record Keeping Team within the DC Administration department is split
into functional teams, ie Withdrawals, Transfers in / out, New Joiners, and
Contributions. All tasks are checked, using electronic task checklists. The
majority of Fidelity’s administration functions are carried out via a fully
automated Straight Through Process (“STP”). This includes transfers in / out,
member switching of investment funds for existing assets and future
contributions also being carried out via STP and fully integrated within
Fidelity’s investment dealing process.

o Fidelity operates an accreditation system for administration processors,
whereby work types are either 100% checked or sampled checked. The
check type will depend upon the complexity of the task and the accreditation
status of the processor.

To help the Trustees monitor whether service levels are being met, the Trustees
receive quarterly reports about the administrator’s performance and compliance
with the SLA. Any issues identified as part of our review processes would be
raised with the administrators immediately, and steps would be taken to resolve
the issues.

Fidelity’s SLA performance was 98.5% on average over the year to 31 March
2025, with Fidelity completing all work items within the agreed SLAs over each
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quarter of the Scheme year. This is above the agreed target of 95% and reflects
very good administration services from Fidelity.

Based on the Trustees review processes, they are satisfied that over the period
covered by this Statement:

- the administrator was operating appropriate procedures, checks and controls,
and operating within the agreed SLA,;

« there have been no material administration issues in relation to processing
core financial transactions; and

« core financial transactions have been processed promptly and accurately to
an acceptable level during the Scheme year.

4. Member-borne charges and transaction costs

The Trustees are required to set out the on-going charges incurred by members
over the period covered by this Statement, which are annual fund management
charges plus additional fund expenses, such as custody costs, but excluding
transaction costs; this is also known as the total expense ratio (“TER”). The TER
is paid by the members and is reflected in the unit price of the funds.

The stated charges are shown as a per annum (“pa”) figure and include any
administration charges, since members incur these.

The Trustees are also required to disclose transaction cost figures. In the context
of this Statement, the transaction costs shown are those incurred when the
Scheme’s fund managers buy and sell assets within investment funds but are
exclusive of any costs incurred when members invest in and switch between
funds. The TER and transaction costs are the only costs borne by members.

The charges and transaction costs have been supplied by Fidelity, who are the
Scheme’s platform provider. When preparing this section of the Statement the
Trustees have taken account of the relevant statutory guidance. The Trustees
have requested the transaction cost data at 31 March 2025 to align with the rest
of the information in the Statement. However, Fidelity has confirmed that it is
unable to provide transaction costs for the year to 31 March 2025 for five of the
funds in time for this Statement to be published as it is reliant on the investment
managers providing the updated data. However, Fidelity has provided transaction
costs to 31 December 2024 for these two funds. The Trustees will continue to
liaise with Fidelity to receive transaction costs for the Scheme year.



Under the prescribed way in which transaction costs have been calculated it is
possible for figures to be negative, where market movements are favourable
between the time a trade is placed and it is executed. The Trustees have shown
any negative figures in the tables for the year as provided, but for the costs and
charges illustrations the Trustees have used zero where a transaction cost is
negative to give a more realistic projection (ie the Trustees would not expect
transaction costs to be negative over the long term).

Default arrangements

The Default arrangement is the Default Drawdown Lifestyle. The Default has
been set up as a lifestyle approach, which means that members’ assets are
automatically moved between different investment funds as they approach their
target retirement date. This means that the level of charges and transaction costs
will vary depending on how close members are to their target retirement age and
in which funds they are invested.

For the period covered by this Statement, annualised charges and transaction
costs are set out in the following table.

Default charges and transaction costs (% per annum)

Figures in brackets represent fees at the start of the Scheme year. There was no
change in fees for members with 20 or more years to retirement.

20 or more years to retirement 0.23 0.02
15 years to retirement 0.37 (0.39) 0.06
10 years to retirement 0.51 (0.56) 0.10
5 years to retirement 0.60 (0.65) 0.15
At retirement 0.59 (0.64) 0.15

The default arrangement does not have any performance based fees associated
with it.

Self-select and AVC options

In addition to the default arrangement, members also have the option to invest in
several other self-select funds. The annual charges for these lifestyles during the
period covered by this Statement are set out in the tables below.
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The level of charges for each self-select fund (including those used in the
Default) and the transaction costs over the period covered by this Statement are
set out in the following table. The underlying funds used within the Default are
shown in bold.

Self-select fund charges and transaction costs (% per annum)

Passive Global Equity Fund’ 0.23 0.02
Diversified Growth Fund' 0.79 (0.89) 0.17
Low Volatility Bond Fund® 0.59 0.24
Cash Fund?® 0.20 0.01
Passive Diversified Growth Fund'’ 0.19 (0.20) 0.15
Passive UK Equity Fund 0.19 0.10
Ethical Global Equity Fund* 0.33 0.1
Passive Inflation Linked Bond Fund 0.19 -0.08
Passive Corporate Bond Fund 0.19 -0.01
Passive Islamic Global Equity Fund* 0.46 -0.13
Property Fund® 1.01 0.00

Transaction costs at 31 March 2025 except for the funds with * as these figures are to 31 December
2024. 'Figures in brackets represent fees as at the start of the Scheme Year. TER’s for the remaining
funds have not changed over the Scheme Year.

lllustration of charges and transaction costs

The following table sets out an illustration of the impact of charges and
transaction costs on the projection of an example member’s pension savings. In
preparing this illustration, the Trustees had regard to the relevant statutory
guidance.

lllustrations are also produced by Fidelity and are available at Clarkson PLC
Pension Scheme (clrk) Pension Charges | Fidelity Workplace Pensions Please
note that the illustrations shown below may differ from those shown on the
website at the above link as Fidelity use one-year transaction costs and update
the illustration when more up to date transaction costs are received from the
underlying managers. Some underlying assumptions may also differ. Projected
annual returns and member assumptions used by Fidelity have been used in the
illustration below.



https://retirement.fidelity.co.uk/costs-and-charges/clrk
https://retirement.fidelity.co.uk/costs-and-charges/clrk

The “before costs” figures represent the savings projection assuming an
investment return with no deduction of member borne charges or transaction
costs. The “after costs” figures represent the savings projection using the
same assumed investment return but after deducting member borne charges
and an allowance for transaction costs.

The transaction cost figures used in the illustration are those provided by the
managers over the past five years subject to a floor of zero (so the illustration
does not assume a negative cost over the long term). The Trustees have
used the average annualised transaction costs over the past five years as
this is the longest period over which figures were available, and should be
more indicative of longer-term costs compared to only using figures over the
Scheme year.

The illustration is shown for the Default (the Drawdown Lifestyle), as well as
two funds from the Scheme’s self-select fund range. The two self-select
funds shown in the illustration are:

= the fund with highest annual member borne costs (TER plus Scheme
Year transaction costs) — this is the Property Fund

= the fund with lowest annual member borne costs — this is the Inflation
Linked Bond Fund

Projected pension potin today's money
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1 £96,700 £96,500 £94,900 £94,000 £97,600 £97,400
£123,500 £122,700 £117,300 £114,300 £126,600 £126,000
£152,100 £150,600 £140,300 £134,700 £158,400 £157,200

10 £233,100 £228,800 £201,000 £186,700 £251,000 £247,500
15 £329,200 £320,600 £266,400 £239,900 £366,500 £359,100
20 £443,300 £428,300 £336,800 £294,500 £510,500 £496,900
25 £570,800 £543,600 £412,600 £350,500 £689,800 £667,000
30 £703,400 £653,900 £494,400 £407,800 £913,300 £877,100
35 £822,900 £740,600 £582,400 £466,600 £1,191,800 £1,136,600
40 £909,500 £790,900 £677,200 £526,900 £1,5638,900 £1,457,000

Notes

Values shown are estimates and are not guaranteed. The illustration does
not indicate the likely variance and volatility in the possible outcomes from
each fund. The numbers shown in the illustration are rounded to the nearest
£100 for simplicity.

Projected pension pot values are shown in today’s terms, and do not need to
be reduced further for the effect of future inflation. The long term annual
inflation assumption used is 2.5%.

Annual salary growth is assumed to be 2.5%. Salaries could be expected to
increase above inflation to reflect members becoming more experienced and
being promoted. However, the projections assume salaries increase in line
with inflation to allow for prudence in the projected values.

The starting pot size used is £84,000 which is the average pot size for the
Scheme, calculated by Fidelity, based on all members having holdings in the
Scheme, ie excluding £0 pot values.

The projection is for 40 years, being the approximate duration that the
youngest scheme member has until they reach the Scheme’s Normal
Pension Age.

Total contributions (employee plus employer) are assumed to be £800 per
month. This is the average contribution calculated by Fidelity for this Scheme
based on all members currently making contributions.

The projected annual returns used are as follows:

Default option: 3.5% above inflation for the initial years, gradually reducing to
a return of 0.5% above inflation at the ending point of the lifestyle.

= Property Fund: 1.5% above inflation

= Passive Inflation Linked Bond Fund: 4.5% above inflation
No allowance for active management outperformance has been made.

Please note that the expected returns used in the projections are the same
assumptions used in the Scheme’s latest Statutory Money Purchase
lllustrations (“SMPIs”). Rules around SMPIs mean that return assumptions
are set in a prescribed way based on the volatility of investment returns, with
higher volatility meaning higher assumed returns. Because bonds have been
very volatile in recent years, the SMPI approach results in assumptions that
may be considered unrealistic, specifically that the Passive Inflation Linked
Bond Fund is assumed to have a higher return than equity funds over the
long term. Therefore, you should interpret the projections with caution and



not make any significant change to your investments as a result of them. You
should consider obtaining professional financial advice before making any
significant change to your investments.

5. Investment returns

This section shows the annual return, after the deduction of member borne
charges and transaction costs, for all investment options in which member assets
were invested during the Scheme year, over periods to Scheme year end. The
Trustees have had regard to the statutory guidance in preparing this Section.

For the Default, returns are shown over the Scheme year for a member aged 25,
45 and 55 at the start of the period the returns are shown over.

Drawdown Lifestyle Strategy net returns over periods to scheme year end

25 4.6 7.1 14.3
45 4.5 6.6 13.2
55 4.0 3.8 8.6

Self-select fund net returns over periods to scheme year end

Passive Global Equity Fund 4.6 71 14.3
Diversified Growth Fund 3.2 1.3 5.1

Low Volatility Bond Fund 6.8 2.8 2.2

Cash Fund 5.0 4.1 24

Passive Diversified Growth Fund 5.0 4.6 8.6

Passive UK Equity Fund 8.7 5.5 11.0
Ethical Global Equity Fund 2.4 7.4 14.9
Passive Inflation Linked Bond Fund -9.3 -16.2 -9.8
Passive Corporate Bond Fund -5.4 -8.1 -5.3
Passive Islamic Global Equity Fund 3.4 N/A* N/A*
Property Fund 6.5 N/A* N/A*
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*3 and 5 year performance unavailable as the funds were added to the Scheme in January
2023.

6. Value for members assessment

The Trustees are required to assess every year the extent to which member
borne charges and transaction costs represent good value for members and to
explain that assessment. There is no legal definition of ‘good value’ which means
that determining this is subjective. The Trustees’ general policy in relation to
value for member considerations is set out below.

The Trustees review all member-borne charges (including transaction costs
where available) annually, with the aim of ensuring that members are obtaining
value for money given the circumstances of the Scheme. The date of the last
review was 3 June 2025. The Trustees note that value for money does not
necessarily mean the lowest fee, and the overall quality of the service received
has also been considered in this assessment. The Trustees’ investment advisers
have confirmed that the fund charges are competitive for the types of fund
available to members.

The Trustees’ assessment included a review of the performance of the Scheme’s
investment funds (after all charges and transaction costs) in the context of their
investment objectives. The returns on most of the investment funds members can
choose, during the period covered by this Statement, have been consistent with
their stated investment objectives. However, as noted in Section 2, the
Diversified Growth Fund (“DGF”) and the Low Volatility Bond Fund
underperformed their targets over the year. The Trustees reviewed the
Diversified Growth Funds in March 2025 noting that whilst performance had been
disappointing, the Funds had provided diversification and downside risk
protection for members. The Trustees will continue to monitor the performance of
these funds and take action if appropriate, with the next agreed upon review
scheduled for Q1 2026.

In carrying out the assessment, the Trustees also consider the other benefits
members receive from the Scheme, which include:

e our oversight and governance, including ensuring the Scheme is compliant
with relevant legislation, and holding regular meetings to monitor the Scheme
and address any material issues that may impact members;

o the design of the default arrangements and how this reflects the interests of
the membership as a whole;

« the range of investment options and strategies;



o the quality of communications delivered to members;

« the quality of support services, such as the Scheme website where members
can access fund information online; and

» the efficiency of administration processes and the extent to which the
administrator met or exceeded its service level standards.

As detailed in the earlier section covering the processing of core financial
transactions, the Trustees are comfortable with the quality and efficiency of the
administration processes. The Trustees have compared the Scheme’s TERs
against those of similar schemes and found them to be competitive.

The Trustees believe that the transaction costs provide value for members as the
ability to transact forms an integral part of the investment approaches and expect
this can lead to greater investment returns net of costs over time.

Overall, the Trustees believe that members of the Scheme are receiving very
good value for money for the charges and cost that they incur, for the reasons set
out in this section.

7. Trustee knowledge and understanding

The Trustees are required to maintain appropriate levels of knowledge and
understanding to run the Scheme effectively. The Trustees have measures in
place to comply with the legal and regulatory requirements regarding knowledge
and understanding of relevant matters, including investment, pension and trust
law. Details of how the knowledge and understanding requirements have been
met during the period covered by this Statement are set out below.

With the help of our advisers, the Trustees regularly consider training
requirements to identify any knowledge gaps. The Trustees’ advisers proactively
raise any changes in governance requirements and other relevant matters as
they become aware of them. The Trustees’ advisers typically deliver training on
such matters at Trustee meetings if they were material. Over the Scheme year
the DC advisers provided updates on various regulatory and investment updates
including the Mansion House announcements

Additionally, the Trustees receive quarterly updates on topical pension issues
from their DC advisers and quarterly updates on Trustee Knowledge and
Understanding from their legal advisers.

The Trustees are familiar with and have access to copies of the Scheme’s
governing documentation and documentation setting out our policies, including
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the Trust Deed & Rules and SIP (which sets out the policies on investment
matters). In particular, the Trustees refer to the Trust Deed and Rules as part of
considering and deciding to make any changes to the Scheme, and the SIP is
formally reviewed triennially and as part of making any change to the Scheme’s
investments.

Further, the Trustees believe that they have sufficient knowledge and
understanding of the law relating to pensions and trusts and of the relevant
principles relating to the funding and investment of occupational pension
schemes to fulfil their duties. The Trustees receive quarterly legal updates which
are discussed with the Scheme’s legal advisers at each Trustee Meeting. In
addition, the Trustees receive ad-hoc legal updates where significant events
have occurred which may affect the Scheme.

All the Trustees have completed the Pensions Regulator’s Trustee Toolkit (an
online learning programme, designed to help trustees of pension schemes meet
the minimum level of knowledge and understanding required by law). Regular
training is provided on aspects of the Trustee Knowledge and Understanding
requirements. Other training relates to topical items or specific issues under
consideration and during the Scheme year.

There were no changes to the Trustee board over the year to 31 March 2025.

A training log is maintained in line with best practice and the training programme
is reviewed annually to ensure it is up to date. The Secretary maintains the
training log on the Trustees behalf to note any training. The training log is
referred to at the beginning of each meeting. Any knowledge gaps and required
additional training requirements may be requested by the Trustees and are noted
by the Secretary. The Trustees are responsible both on an individual and on a
group basis for identifying any gaps in their knowledge and understanding and
notifying the Trustees’ professional advisers of any additional areas of training
that they require. Additionally, the Scheme has in place a structured induction
process for new trustees, including sessions with the Secretary and Trustees’
advisers.

Considering the Trustees’ knowledge and experience and the specialist advice
received from the appointed professional advisors (eg investment consultants,
legal advisers), they believe that they are well placed to exercise their functions
as Trustees of the Scheme properly and effectively.

Tim Miller 08/10/2025

Date:




Signed by the Chair of Trustees of the Clarkson PLC Pension Scheme
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Statement of Investment Principles for the Effective from:
Clarkson PLC Pension Scheme September 2024

Introduction

This Statement of Investment Principles (“SIP”) sets out the policy of the Trustees of the Clarkson PLC
Pension Scheme (“the Trustees”) on various matters governing decisions about the investments of the
Clarkson PLC Pension Scheme (“the Scheme”), a Scheme with Defined Benefit (“DB”) and Defined
Contribution (“DC”) sections. This SIP replaces the previous SIP dated January 2024.

The SIP contains the information required by legislation, and also considers the Pension Regulator’s
guidance on investments.

This SIP has been prepared after obtaining and considering written professional advice from LCP, the
Scheme’s investment adviser, whom the Trustees believe to be suitably qualified and experienced to
provide such advice. The advice takes into account the suitability of investments including the need for
diversification, given the circumstances of the Scheme, and the principles contained in this SIP. The
Trustees have consulted with the relevant employer, Clarkson PLC, in producing this SIP.

The Trustees will review this SIP from time to time and, with the help of their advisers, will amend it as
appropriate. These reviews will take place as soon as practicable after any significant change in
investment policy, or in the demographic profile of the relevant members in respect of the DC Section,
and at least once every three years.

e Appendix 1 sets out details of the Scheme’s investment governance structure, including the
key responsibilities of the Trustees, investment advisers and investment managers. It also
contains a description of the basis of remuneration of the investment adviser and the
investment managers.

e Appendix 2 sets out the Trustees’ policy towards risk appetite, capacity, measurement and
management.

e Appendix 3 sets out the Scheme’s investment manager arrangements.

Investment objectives

The Trustees’ primary objective for the DB Section is to ensure that the Scheme should be able to meet
benefit payments as they fall due.

A secondary objective is that the Scheme should be fully funded (ie the asset value should be at least
that of its liabilities). The Trustees are aware that there are various measures of funding and have
given due weight to those considered most relevant to the Scheme. The Trustees are monitoring the
Scheme’s funding position relative to reaching full funding on a “gilts + 0.5% pa” basis. In 2018 the
Scheme reached that funding target and as a result the Trustees and Company agreed to move to a
lower risk long term asset mix.
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The Trustees’ investment objective is to maximise the return on the Scheme’s assets whilst managing
and maintaining investment risk at an appropriate level and taking into account the primary objective.

The Trustees’ primary objectives for the DC Section are to provide members with access to:

= an appropriate range of investment options, reflecting the membership profile of the DC Section
and the variety of ways that members can draw their benefits in retirement; and

= a default investment option that the Trustees believe to be reasonable for those members that do
not wish to make their own investment decisions. The objective of the default option is to
generate returns significantly above inflation whilst members are some distance from retirement,
but then to switch automatically and gradually to lower risk investments as members near
retirement, with the asset allocation at retirement being designed to be appropriate for members
taking income drawdown.

Investment strategy

The Trustees, with the help of their advisers and in consultation with the employer, reviewed the
investment strategy for the DB and DC Sections in 2024 and 2023 respectively, taking into account the
objectives described in Section 2 above.

1.1. DB Investment strategy

As a result of reaching 100% funding level on a “gilts + 0.5% pa” basis in 2018, the Trustees agreed to
reduce the level of risk within the investment strategy and lock in gains made by the Scheme’s
investments.

The Trustees considered the investment strategy during a review in 2024, and agreed that the strategic
allocation of the Scheme should be based on the allocation below. The table below reflects the long-

term strategy asset mix.

Asset class Long term strategic
allocation

Multi-asset absolute return 15%

Asset-backed securities 15%

Short dated corporate bonds 30%

Liability Driven Investment (LDI) and money market cash 40%

Total 100%

There is no formal rebalancing policy for the Scheme’s overall assets. However, where there are
cashflows (eg cash outflow to meet benefit payments) the Trustees will look to trade to move the
Scheme closer to the strategic allocation.

The LDI portfolio is designed to hedge the interest rate and inflation movements in the Scheme’s
liabilities. This is achieved mainly through holding physical bonds and derivatives. The money market
cash fund provides collateral to support the derivative investments if required.

1.2. DC Investment strategy

For the DC Section of the Scheme, the Trustees have made available a range of investment funds for
members. Each member is responsible for specifying one or more funds for the investment of their
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account, having regard to their attitude to the risks involved. If a member does not choose an
investment option, their account will be invested into the default option, which is managed as a
“lifestyle” strategy (ie it automatically combines investments in proportions that vary according to the
time to retirement age).

The default option was designed to be in the best interests of the majority of the members based on the
demographics of the Scheme’s membership following a review in late 2016 / early 2017 and
subsequent reviews confirm this remains appropriate. The default option targets drawdown at
retirement, since the Trustees believe that most members will wish to take their benefits in this form.
Therefore, it is initially invested in assets that have a relatively high expected return aiming for growth,
and then as the member approaches retirement it gradually switches into less risky assets, with the
asset allocation at retirement being designed to be appropriate for members taking an income
drawdown option.

The objective for the default option is to provide a long-term return in excess of inflation while displaying
less volatility than a pure equity approach in the middle growth phase and reducing volatility for
members approaching retirement age.

The Trustees will review the default strategy and investment options at least every three years and as
soon as practicable after any significant change in legislation, investment policy, or the demographic
profile of relevant members. The Trustees will also monitor the relevant members’ behaviour to check
whether assumptions made about how members will access their benefits are borne out in practice.

Considerations made in determining the investment arrangements

When deciding how to invest the Scheme’s assets, the Trustees consider a number of risks, including,
but not limited to, those set out in Appendix 2. Some of these risks are more quantifiable than others,
but the Trustees have tried to allow for the relative importance and magnitude of each risk.

The Trustees considered a wide range of asset classes for investment, and the expected returns and
risks associated with those asset classes. In setting the strategy for the DB Section the Trustees also
took into account:

. the best interests of members and beneficiaries;

" the circumstances of the Scheme, including the profile of the benefit cash flows, the funding level,
and the strength of the employer covenant;

" the risks, rewards and suitability of a number of possible asset classes and investment strategies;

= the need for appropriate diversification between different asset classes to ensure that both the
Scheme’s overall level of investment risk and balance of individual asset risks are appropriate;

= any other considerations which the Trustees consider financially material over the time horizon
that the Trustees consider is needed for the funding of future benefits by the investments of the
Scheme (see section 7); and

= the Trustees’ investment beliefs about how investment markets work, and which factors are most
likely to impact investment outcomes.

In determining the investment arrangements for the DC Section the Trustees also took into account:

] the best interests of members and beneficiaries;
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the profile of the membership and what this was likely to mean for the choices members might
make upon reaching retirement;

the risks, rewards and suitability of a number of possible asset classes and lifestyle strategy;

the need for appropriate diversification within the default strategy made available to DC members,
and ensure that both the overall level of investment risk and the balance of individual asset risks
are appropriate

the need for appropriate diversification between and, where appropriate, the other investment
options offered to members;

any other considerations which the Trustees consider financially material over the time horizon
that the Trustees consider is needed for the funding of future benefits by the investments of the
Scheme; and

the Trustees’ investment beliefs about how investment markets work, and which factors are most
likely to impact investment outcomes.

The Trustees’ key investment beliefs, which influenced the setting of the investment arrangements,
are as follows:

= asset allocation is the primary driver of long-term returns;
= risk-taking is necessary to achieve return, but not all risks are rewarded;
= equity, credit and illiquidity are the primary rewarded risks;

. risks that do not have an expected reward should generally be avoided, hedged or
diversified;

. investment markets are not always efficient and there may be opportunities for good active
managers to add value;

= environmental, social and governance (ESG) factors are likely to be one area of market
inefficiency and so managers may be able to improve risk-adjusted returns by taking
account of ESG factors (see section 7);

= climate change is expected to be a financially material systemic issue that presents risks
and opportunities for the Scheme over the short, medium and long term;

. long-term environmental, social and economic sustainability is one factor that trustees
should consider when making investment strategy decisions;

. voting and engagement are important and can create long term value which is in the best
interest of Scheme members and therefore we encourage managers to improve their voting
and engagement practices; and

. costs have a significant impact on long-term performance and therefore obtaining value for
money from the investments is important.

Implementation of the investment arrangements

Before investing in any manner, the Trustees obtain and consider proper written advice from their
investment adviser on the question of whether the investment is satisfactory, having regard to the need
for suitable and appropriately diversified investments.

Details of the investment managers are set out in Appendix 3.
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In respect of the DC Section, the Trustees have entered into a contract with a platform provider, who
makes available the range of investment options to members. There is no direct relationship between
the Scheme and the underlying investment managers of the DC investment funds.

The Trustees have signed agreements with a platform provider in respect of the DC Section setting out
in detail the terms on which the portfolios are to be managed.

The Trustees and investment managers to whom discretion has been delegated exercise their powers
to giving effect to the principles in this Statement of Investment Principles, so far as is reasonably
practicable.

The Trustees have limited influence over managers’ investment practices because all the Scheme’s
assets are held in pooled funds, but they encourage their managers to improve their practices where
appropriate.

The Trustees’ view is that the fees paid to the investment managers, and the possibility of their mandate
being terminated, ensure they are incentivised to provide a high-quality service that meets the stated
objectives, guidelines and restrictions of the fund. However, in practice managers cannot fully align
their strategy and decisions to the (potentially conflicting) policies of all their pooled fund investors in
relation to strategy, long-term performance of debt/equity issuers, engagement and portfolio turnover.

It is the Trustees’ responsibility to ensure that the managers’ investment approaches are consistent with
their policies before any new appointment, and to monitor and to consider terminating any existing
arrangements that appear to be investing contrary to those policies. The Trustees expect investment
managers, where appropriate, to make decisions based on assessments of the longer term financial
and non-financial performance of debt/equity issuers, and to engage with issuers to improve their
performance. They assess this when selecting and monitoring managers.

The Trustees evaluate investment manager performance by considering performance over both shorter
and longer-term periods as available. Except in closed-ended funds where the duration of the
investment is determined by the fund’s terms, the duration of a manager’s appointment will depend on
strategic considerations and the outlook for future performance. Generally, the Trustees would be
unlikely to terminate a mandate on short-term performance grounds alone.

The Trustees’ policy is to evaluate each of their investment managers by reference to the manager’'s
individual performance as well as the role it plays in helping the Scheme meet its overall long-term
objectives, taking account of risk, the need for diversification and liquidity. Each manager’s
remuneration, and the value for money it provides, is assessed in light of these considerations.

The Trustees recognise that portfolio turnover and associated transaction costs are a necessary part of
investment management. Since the impact of portfolio turnover costs is reflected in performance figures
used in our assessment of the investment managers, the Trustees do not explicitly monitor portfolio
turnover. The Trustees expect their investment consultant to incorporate portfolio turnover and resulting
transaction costs as appropriate in its advice on the Scheme’s investment mandates.

Realisation of investments

The investment managers have discretion over the timing of realisation of investments of the Scheme
within the portfolios that they manage, and in considerations relating to the liquidity of investments.
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For the DB Section, when appropriate, the Trustees, on the administrators’ recommendation, decide on
the amount of cash required for benefit payments and other outgoings and inform the investment
managers of any liquidity requirements. The Trustees’ preference is for investments that are readily
realisable but recognise that achieving a well-diversified portfolio may mean holding some investments
that are less liquid. In general, the Trustees’ policy is to use cash flows to rebalance the Scheme’s
assets towards the strategic asset allocation, and also receive income from some of the portfolios
where appropriate.

For the DC Section, the Trustees’ policy is to invest in funds that offer daily dealing to enable members
to readily realise and change their investments.

Within the DC section, investments in the default option include “illiquid assets” — investments which
may not be easily or quickly sold or exchanged for cash. The illiquid assets are a small allocation of 5%
within the Diversified Growth Fund that invests in a diversified range of asset classes. These include
allocations to the property market, private equity and private credit markets and are accessed via a daily
dealt fund. Members aged between 46 and 65, assuming a target retirement age of 65, will hold these
illiquid assets as part of a mix of different types of investments from around the world. Since the fund is
actively managed, the allocation to illiquid assets is expected to vary over time and may reduce to zero
or increase, by building up the current allocations or by introducing new allocations to other private
market asset classes, depending on the views of the manager.

The Trustees have included this allocation within the default option because it believes the fund will help
achieve the main objectives of the default, which include providing an opportunity for members to
generate growth whilst reducing risk as the member approaches their chosen retirement age.

The Trustees believe long-term risk-adjusted net investment returns may be improved by investing in
illiquid assets and as such, is monitoring the market for developments for potential further inclusion in
the default. The Trustees recognise, however, that there are a number of risks with these types of
assets such as the inability to easily realise holdings should the need arise, as well as concerns
regarding member fairness given the expected timing of investment returns from these types of
investments. It also takes time to determine the value of illiquid assets, so that members may buy or sell
assets at a price that is not up-to-date and therefore would not fully reflect the true value of their
investment at that time. As such, the Trustees will assess further illiquid investments on a fund-by-fund
basis, including but not limited to, fund availability on the investment platform, the expected return, the
fees paid to managers and the structures in place to minimise the member-borne risks of investing in
less liquid investments.

Consideration of financially material and non-financial matters

The Trustees have considered how ESG factors (including but not limited to climate change) should be
taken into account in the selection, retention and realisation of investments, given the time horizon of
the Scheme and its members.

The Trustees consider that it is necessary in all circumstances to act in the best financial interests of the
beneficiaries. Where this primary consideration is not prejudiced, the Trustees expect that their
investment managers take account of financially material considerations (including climate change and
other ESG considerations). The Trustees seek to appoint managers that have appropriate skills and
processes to do this, and from time to time review how their managers are taking account of these
issues in practice.
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The Trustees encourage their managers to improve their ESG practices, although acknowledge that
they have limited influence over managers’ investment practices where assets are held in pooled funds
and the parameter of some pooled funds may limit the scope for significant incorporation of ESG
factors. The Trustees recognise that within the DC Section some members may wish to invest
specifically in ethical compliant funds and offers members an appropriate fund to achieve this.

3. Stewardship

The Trustees recognise their responsibilities as owners of capital, and believe that good stewardship
practices, including monitoring and engaging with investee companies, and exercising voting rights
attaching to investments, protect and enhance the long-term value of investments and is in the best
interests of the Scheme’s members. The Trustees have delegated to their investment managers the
exercise of rights attaching to investments, including voting rights, and engagement with issuers of debt
and equity and other relevant persons about relevant matters such as performance, strategy, risks and
ESG considerations.

The Trustees do not monitor or engage directly with issuers or other holders of debt or equity. They
expect their investment managers to exercise ownership rights and undertake monitoring and
engagement in line with the managers’ general policies on stewardship, as provided to the Trustees
from time to time, taking into account the long-term financial interests of the beneficiaries.

The Trustees seek to appoint managers that have strong stewardship policies and processes, reflecting
where relevant the recommendations of the UK Stewardship Code issued by the Financial Reporting
Council, and from time to time the Trustees reviews how these are implemented in practice.

SIP signed for and on behalf of the Trustees of the Scheme:

Tim Miller
Signed:
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Responsibilities, decision-making and fees

Appendix 1

The Trustees have decided on the following division of responsibilities and decision-making for

the Scheme. This division is based upon the Trustees’ understanding of the various legal

requirements placed upon them, and their view that this division allows for efficient operation of

the Scheme overall, with access to an appropriate level of expert advice and service. The

Trustees’ investment powers are set out within the Scheme’s governing documentation.

1.

Trustees

In broad terms, the Trustees are responsible in respect of investment matters for:

2.

setting the investment strategy, in consultation with the employer;

formulating a policy in relation to financially material considerations, such as those relating
to ESG considerations (including but not limited to climate change);

reviewing the investment policy as part of any review of the investment strategy;
setting the policy for rebalancing between asset classes;

setting a policy on the exercise of rights (including voting rights) and undertaking
engagement activities in respect of the investments;

putting effective governance arrangements in place and documenting these arrangements in
a suitable form;

appointing (and, when necessary, dismissing) investment managers, investment advisers,
actuary and other service providers;

monitoring the exercise of the investment powers that they have delegated to the investment
managers and monitoring compliance with Section 36 of the Act;

communicating with members as appropriate on investment matters, such as the Trustees’
assessment of its effectiveness as a decision-making body, the policies regarding
responsible ownership and how such responsibilities have been discharged;

reviewing the content of this SIP from time to time and modifying it if deemed appropriate;
and

consulting with the employer when reviewing the SIP.

Platform provider

The DC investment platform provider will be responsible for:

providing access to a range of funds managed by various investment managers;
ensuring that funds are priced correctly;

providing the Trustees with regular information concerning the management and
performance of the assets; and

having regard to the provisions of Section 36 of the Act insofar as it is necessary to do so.
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3. Investment managers Appendix 1 (cont)
In broad terms, the investment managers will be responsible for:
. managing the portfolios of assets according to their stated objectives, and within the

guidelines and restrictions set out in their respective investment manager agreements
and/or other relevant governing documentation;

" taking account of financially material considerations (including climate change and other
ESG considerations) as appropriate when managing the portfolios of assets;

" exercising rights (including voting rights) attaching to investments and undertaking
engagement activities in respect of investments;

" providing the Trustees / investment platform provider with regular information concerning the
management and performance of their respective portfolios, including information on voting
and engagement undertaken; and

" having regard to the provisions of Section 36 of the Act insofar as it is necessary to do so.

The custodians of the portfolios (whether there is a direct relationship between the custodian and
the Trustees or not) are responsible for safe keeping of the assets and facilitating all transactions
within the portfolios.

4. Investment adviser
In broad terms, the investment adviser will be responsible, in respect of investment matters, as

requested by the Trustees, for:

= for the DB Section, advising on how material changes within the Scheme’s benefits,
membership, and funding position may affect the manner in which the assets should be
invested and the asset allocation policy;

" for the DC Section, advising on a suitable fund range and default strategy for the Scheme,
and how material changes to legislation or within the Scheme’s benefits and membership
may impact this;

= advising on the selection, and review, of the investment managers; and

" participating with the Trustees in reviews of this SIP.

5. Fee structures

The Trustees recognise that the provision of investment management and advisory services to the
Scheme results in a range of charges to be met, directly or indirectly, by deduction from the
Scheme’s assets.

The Trustees have agreed Terms of Business with the Scheme’s investment advisers, under
which work undertaken is charged for by an agreed fixed fee or on a “time-cost” basis.

The investment managers and platform provider receive fees calculated by reference to the
market value of assets under management. The fee rates are believed to be consistent with the
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reasonable when compared with those of other similar providers.
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The fee structure used in each case has been selected with regard to existing custom and
practice, and the Trustees’ view as to the most appropriate arrangements for the Scheme.
However, the Trustees will consider revising any given structure if and when it is considered
appropriate to do so.

6. Performance assessment

The Trustees are satisfied, taking into account the external expertise available, that there are
sufficient resources to support their investment responsibilities. The Trustees believe that they
have sufficient expertise and appropriate training to carry out their role effectively.

It is the Trustees’ policy to assess the performance of the Scheme’s investments, investment
providers and professional advisers from time to time. The Trustees will also carry out periodically
an assessment of their own effectiveness as a decision-making body and will decide how this may
then be reported to members.
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The Trustees consider that there are a number of different types of investment risk that are important for
the Scheme. These include, but are not limited to:

1. Risk of inadequate returns

For the DB Section, a key objective of the Trustees is that, over the long-term, the Scheme should have
adequate assets to meet its liabilities as they fall due. The Trustees therefore invest the assets of the
Scheme to produce a sufficient long-term return in excess of the liabilities. There is also a risk that the
performance of the Scheme’s assets and liabilities diverges in certain financial and economic conditions
in the short term. This risk has been taken into account in setting the investment strategy and is
monitored by the Trustees on a regular basis.

In the DC Section, as members’ benefits are dependent on the investment returns achieved, it is
important that investment options are available which can be expected to produce adequate real returns
over the longer term. Accordingly, equity funds, which are expected to provide positive returns above
inflation over the long term, have been made available to members and feature in the growth phase of
the default strategy. To reduce the chance of a sharp deterioration in members’ benefits close to
retirement, the Trustees have made the default option a “lifestyle” strategy which automatically
combines investments in pre-defined proportions that vary, and aim to decrease the level of expected
investment risk, towards a member’s retirement age.

2. Risk from lack of diversification

This is the risk that failure of a particular investment, or the general poor performance of a given
investment type, could materially adversely affect the Scheme’s assets. The Trustees believe that the
Scheme’s DB assets and DC default strategy are adequately diversified between different asset classes
and within each asset class, and the DC options provide a suitably diversified range for members to
choose from. This was key consideration when determining the Scheme’s investment arrangements.

3. Investment manager risk

This is the risk that an investment manager fails to meet its investment objectives. Prior to appointing
an investment manager, the Trustees receive written advice from a suitably qualified individual and will
typically undertake an investment manager selection exercise. The Trustees monitor the investment
managers on a regular basis.

4. Illiquidity/marketability risk

For the DB Section, this is the risk that the Scheme is unable to realise assets to meet benefit cash
flows as they fall due. The Trustees are aware of the Scheme’s cash flow requirements and believe
that this risk is managed by maintaining an appropriate degree of liquidity across the Scheme’s
investments.

For the DC Section, this is the risk that core financial transactions, such as investing members’
contributions, are not processed promptly due to lack of liquidity in the investments. The Trustees
manage this risk by only using pooled funds with daily dealing within the default strategy and
diversifying the strategy across different types of investment.
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ESG factors are sources of risk to the Scheme’s investments, some of which could be
Page 12 of 18 financially material, over both the short and longer term. These potentially include risks relating to
unsustainable business practices, and unsound corporate governance. The Trustees seek to appoint
investment managers who will manage these risks appropriately on their behalf and from time to time

reviews how these risks are being managed in practice.

6. Risk from excessive charges

Within the DC Section, if the investment management charges together with other charges levied on, for
example, transfers or early retirement are excessive, then the value of a member’s account will be
reduced unnecessarily. The Trustees are comfortable that the charges applicable to the Scheme are in
line with market practice and assess regularly whether these represent good value for members.

7. Counterparty risk

This is the risk that one party to a contract (such as a derivative instrument) causes a financial loss to
the other party by failing to discharge a contractual obligation. This risk applies in particular for those
contracts that are traded directly between parties, rather than traded on a central exchange.

In particular, the LDl manager makes use within its LDI fund range of derivative and gilt repos contracts
and this fund is used to match efficiently the Scheme’s liabilities. Counterparty risk is managed within
the fund through careful initial selection and ongoing monitoring of trading counterparties, counterparty
diversification and a robust process of daily collateralisation of each contract, to ensure that
counterparty risk is limited, as far as possible, to one day’s market movements.

8. Collateral adequacy risk

The Scheme is invested in leveraged LDI arrangements to provide hedging protection against adverse
changes in interest rates and inflation expectations. From time to time, depending on market
movements, additional cash may need to be invested in the LDI portfolio in order to support a given
level of leverage. Collateral adequacy risk is the risk that the cash required to maintain the hedging
protection is not available for use within the LDI portfolio within the required timeframe. A possible
consequence of this risk materialising is that the Scheme’s liability hedging could be reduced,
potentially leading to a worsening of the Scheme's funding level. In order to manage this risk, the
Trustee ensures that the Scheme has a sufficient allocation to cash and other highly liquid assets which
can be readily realised, so that cash can be posted to the LDl manager at short notice.

9. Credit risk

This is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.

The Scheme is subject to credit risk because it invests in bonds via pooled funds. The Trustees
manage their exposure to credit risk by only investing in pooled corporate bond funds that have a
diversified exposure to different credit issuers, and only invest in bonds that are classified as
“‘investment grade”.
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Equity represents (part) ownership of a company. Equity risk is the risk that the value of this
holding falls in value. The Trustees believe that equity risk is a rewarded investment risk, over the long
term. The Trustees consider exposure to equity risk in the context of the Scheme’s overall investment
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strategy and believe that the level of exposure to this risk is appropriate.

11. Currency risk

Whilst the majority of the currency exposure of the Scheme’s assets is to Sterling, the Scheme is
subject to currency risk because some of the Scheme’s investments are held in overseas markets. The
Trustees consider the overseas currency exposure in the context of the overall investment strategy and
believe that the currency exposure that exists diversifies the strategy and is appropriate.

12. Interest rate and inflation risk

The DB Scheme’s assets are subject to interest rate and inflation risk because some of the Scheme’s
assets are held in bonds via pooled funds. However, the interest rate and inflation exposure of the
Scheme’s assets hedges part of the corresponding risks associated with the Scheme’s liabilities. The
net effect will be to reduce the volatility of the funding level, and so the Trustees believe that it is
appropriate to have exposure to these risks in this manner.

11 Other non-investment risks

The Trustees recognise that there are other, non-investment, risks faced by the Scheme, and take
these into consideration as far as practical in setting the Scheme’s investment arrangements.

Examples for the DB Section include:

" longevity risk (the risk that members live, on average, longer than expected); and

. sponsor covenant risk (the risk that, for whatever reason, the sponsoring employer is unable to
support the Scheme as anticipated).

Together, the investment and non-investment risks give rise generally to funding risk. This is the risk
that the Scheme’s funding position falls below what is considered an appropriate level. By
understanding and considering the key risks that contribute to funding risk, the Trustees believe that
they have appropriately addressed and are positioned to manage this general risk.
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1. The Defined Benefit Section
1.1. BNY Mellon — Multi-asset absolute return

The Scheme invests in multi-asset absolute return through BNY Mellon’s Real Return pooled fund. The
objective of this fund is to achieve a rate of return in sterling terms that is equal to or above a minimum
return from cash (SONIA 30 day compounded) + 4% per annum over five years before fees. The fund
is priced daily. The fund is open-ended and listed.

1.2. Aegon — Asset-backed securities

The Scheme invests in asset-backed securities through Aegon’s European ABS Fund. The objective of
the fund is “to provide long term capital growth”. The Fund will achieve this objective by investing
predominantly in investment grade asset-backed securities from European issuers. The debt securities
held may be fixed or floating rate. The fund is priced daily. The fund is open-ended and listed.

1.3. Blackrock — Short dated corporate bonds

The Scheme invests in corporate bonds through Blackrock’s Sustainable Sterling Short Duration Credit
pooled fund. This fund aims to provide a return on the investment over a 1-3 year period of 1.5% per
annum (gross of fees) over the return of 3 Month Sterling Overnight Index Average Rate (SONIA) in a
manner consistent with the principles of sustainable investment. The fund is priced daily. The fund is
open-ended and listed.

1.4. Legal & General (LGIM) — Liability driven investment and money market cash

The Scheme’s invests in LGIM’s Matching Core LDI fund range and Sterling Liquidity Fund. There are
no official performance targets for the Matching Core LDI fund range. The aim of the LDI funds are to
reduce DB pension scheme risk exposures to changes in interest rates and inflation.

The objective of the Sterling Liquidity Fund is to provide capital stability, liquidity and income through
investment in a diversified portfolio of high credit quality short term fixed income and variable rate
securities. In practice, this fund aims to provide a competitive return in relation to SONIA.

The funds are priced weekly. The funds are open-ended and listed.

Additional Voluntary Contributions

The AVC arrangements are invested in line with the DC Section via the Fidelity investment platform.
Fidelity also provides administration services to the AVCs.

2. The Defined Contribution Section

The Trustees make available a range of passively and actively managed self-select funds and a lifestyle
strategy, details of which are set out below. The default option is the “Drawdown Lifestyle” strategy.
The relevant members are provided with clear information on the investment options and their
characteristics that will allow the members to make an informed choice.



The fund options are provided to members via an investment platform arrangement with
Fidelity. Fidelity also provides administration services to the DC Section. The funds are all
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Appendix 3 (cont)

2.1. Self-select fund options

The Trustees make available the following passively and actively managed pooled funds.

White-labelled
Fund name

Objective

Benchmark /
Target

Underlying
fund(s)

Passive Funds

Passive Global

Invests in shares of companies around

Solactive L&G

L&G Low Carbon

Equity Fund the world and aims to perform in line Low Carbon Transition Global
with the benchmark. Transition Global Equity Index Fund
GBP Index
Passive Inflation Invests in UK government bonds with a FTSE UK Gilts BlackRock Over 5

Linked Bond Fund

maturity period of less than 5 years and
aims to produce a return in line with its
benchmark.

Index-Linked Over
5 Years Index

Year Index-Linked
Gilt Index

Passive UK Equity

Invests in shares of UK companies and

FTSE All Share

BlackRock ACS DC

aims to produce a return in line with its Custom ESG UK Equity Index
benchmark. Screened Index
Passive Diversified The fund aims to achieve long-term ABI Mixed BlackRock
Growth Fund capital growth by investing or reinsuring Investment 40- Consensus

into underlying funds managed by our
Fund Partners, which may invest in a
range of asset classes in the UK and
overseas including equities, bonds,
cash/currencies, real estate,
commodities, hedge funds, high yield
debt and private equity.

85% Shares

Passive Corporate

Invests in investment grade corporate

iBoxx £ Non-Gilts

BlackRock Over 15

Bond Fund bonds denominated in sterling with a Over 15 Years Year Corporate
maturity period of 15 years or longer Index Bond Index
and aims to produce a return in line with
its benchmark.
Ethical Global To closely track the FTSE4Good and FTSE4Good LGIM FTSE4Good
Equity Fund provide real long-term growth whilst Developed Index Developed Equity
avoiding investing in companies that Index Fund
have a negative social or environmental
impact.
Passive Islamic To track the performance of global Dow Jones Islamic HSBC Islamic

Global Equity Fund

equity markets for securities which meet
Islamic investment principles.

Titans Index

Global Equity Index
Fund

Active Funds
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White-labelled
Fund name

Diversified Growth

Fund

Objective

To provide a total return comprised of
income and capital growth by investing
in a range of asset classes including
equities, bonds, commodities, property
and alternatives.

Benchmark /
Target

50% ICE BoFA

3month Sterling
Government Bill
Index plus 4.5%
pa

50% 1 month
SONIA plus 4% pa

Appendix 3 (cont)

Underlying
fund(s)

50% Schroders
Diversified Growth
Fund

50% BNY Mellon
Real Return Fund

Low Volatility Bond
Fund

This Life Fund invests or re-insures into
underlying funds managed by our fund
partners. To provide a total return
comprised of income and capital growth
by investing in a range of fixed income
asset classes and strategies including
government bonds, investment grade
and high yield credit, asset backed
securities, secured loans, currencies,
interest rates, relative value
investments and derivatives.

50% 1 month
SONIA plus 2% pa

50% 1 Month
SONIA plus 3%—
5% pa

50% Newton
Global Dynamic
Bond Fund

50% M&G Total
Return Credit
Investment Fund

Property Fund

To provide exposure to the property
market by investing either directly, via
the shares of property companies or by
investing in a number of property funds.
By investing in a diversified manner, the
underlying manager aims to provide a
relatively lower risk access to property
markets. This Fund is an actively
managed fund. There is no guarantee
the fund will achieve its aim and the
value of your investment may fluctuate.

MSCI/AREF UK
All Balanced
Property Fund
Index

Aegon Active Beta
DC Property Fund

Cash Fund

To provide short-term liquidity by
investing in money market instruments,
bonds and cash

Morningstar UK
Savings 2500+

Gross (Lagged

1month)

Fidelity Cash
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For members that do not make an active choice regarding their investments, the Trustees have

Page 17 of 18 get the default option to be the “Drawdown Lifestyle” strategy. The default follows a pre-agreed
investment strategy and provides an automated investment switching facility which will move members’
funds from higher risk/return investments into lower risk/return investments as retirement approaches.

Growth Phase Consolidation Phase
Primary Objective To maximise returns over To provide exposure to lower risk
the long term at an assets which minimise volatility whilst
acceptable level of risk. maintaining an absolute return focus
as members approach retirement.
Purpose To generate returns To transition the assets from the
significantly above inflation. growth phase into lower risk diversified

growth and absolute return funds to
reduce the probability of severe losses
close to retirement.

Passive Global Equity Fund

Diversified Growth Fund

Low Volatility Bond Fund

Fidelity Cash Fund

Lifestyling The default lifestyle arrangement has been designed to automatically

and progressively de-risk members’ portfolios as the members
approach retirement.

Switching Period 20 Years

Growth Phase Passive Global Equity Fund

Consolidation Phase Switch to:

Diversified Growth Fund
Low Volatility Bond Fund
Fidelity Cash Fund
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Page 18 of 18 Years to Passive Diversified Low Fidelity Cash
selected Global Growth Fund Volatility Fund
retirement Equity Fund Bond Fund
age

20+ 100 0 0 0 100%
19 95 5 0 0 100%
18 90 10 0 0 100%
17 85 15 0 0 100%
16 80 20 0 0 100%
15 75 25 0 0 100%
14 70 30 0 0 100%
13 65 35 0 0 100%
12 60 40 0 0 100%
11 55 45 0 0 100%
10 50 50 0 0 100%
9 45 50 5 0 100%
8 40 50 10 0 100%
7 35 50 15 0 100%
6 30 50 20 0 100%
5 25 50 25 0 100%
4 20 50 25 5 100%
3 15 50 25 10 100%
2 10 50 25 15 100%
1 5 50 25 20 100%
0 0 50 25 25 100%
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