Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024

Introduction

Governance standards apply to defined contribution pension arrangements like our pension
scheme. These are designed to help members achieve a good outcome from their pension
savings.

As Chair of the Trustees of the Cadogan Estates Limited 1995 Pension Scheme (‘the Scheme’),
| have to provide you with a yearly statement which explains what steps the Trustees (with
guidance from our professional advisers) have taken to meet these standards within the Scheme.
The information included in my statement is set out in law and regulation.

This statement covers the period from 1 February 2023 to 31 January 2024 and includes
information about the return on investments (after the deduction of any charges and transaction
costs paid for by members). These are included to help you, as members, understand how your
investments are performing.

The Trustees are committed to having high governance standards and we hold regular meetings
to monitor the controls and processes in place in connection with the Scheme’s investments and
administration.

| welcome this opportunity to explain what the Trustees do to help to ensure the Scheme is run
as effectively as it can be.

30



Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

The default
investment
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transaction
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the investment
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Value for
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Core
financial
transactions

Trustee
knowledge and
understanding

Summary of the annual governance statement by the Chair of Trustees
For the Scheme year to 31 January 2024, the Trustees of the Scheme have reviewed the following areas
and our main conclusions are as follows:

No changes or reviews of the default investment strategy were carried out for the Scheme
year to 31 January 2024. The last review was carried out in 2021 and the resulting
changes to the Scheme’s default investment strategy and self-select fund range were
completed in the last quarter of 2021. The next review will be due in the Scheme year to
31 January 2025.

We believe the default investment strategy and self-select fund range remain appropriate.

This year for the first time, the Trustees have included the percentage of assets in the
default arrangement allocated to various types of asses class, as specified in legislation.
This is to improve transparency so that members have access to all relevant information
surrounding the investments being made with their pension savings and the outcomes
these investments could have on their future retirement.

The total ongoing charges that members pay to invest in the funds in the Scheme range
from 0.12% to 0.82% per annum. The transaction costs ranged from 0% to 0.39% over
the year. There are indirect property expenses of 1.14% within the Property Fund, which
act to reduce the reported performance of this Fund.

The Principal Employer pays for all other costs and charges.

Tables showing information about the net return on investments (i.e. after the deduction
of any charges and transaction costs paid for by Scheme members) have been included.
This information is included to help Scheme members understand how their investments
are performing.

The Trustees have carried out a detailed assessment of value for members on a
prescribed basis applicable to smaller pension arrangements.

We're pleased to say that our assessment concluded that the Scheme represents good
value for members in relation to charges and transaction costs, net investment returns,
and governance and administration. Please note, though, that the value for members
assessment may vary from year to year, as it is heavily influenced by investment
performance, which can go down as well as up.

Overall, the Trustees are confident that the processes and controls in place within Buck,
the Scheme administrator, are robust and will ensure that the financial transactions which
are important to members are dealt with properly. We receive detailed reporting on core
financial transaction processing and continue working with Buck to monitor Service Level
Agreements and monitor the investment of monthly contributions.

The Scheme has a training programme to ensure that Trustees meet legal knowledge
and understanding requirements and understand the Scheme and its documents. For
instance, all Trustees have completed the modules within The Pensions Regulator’s
Trustee Toolkit that are considered essential for running a defined contribution scheme
like the Scheme.

| am confident that the combined knowledge and understanding of the Trustees enables
us to properly exercise our functions as Trustees to the Scheme. As possible
improvements, the Trustees will consider evaluating the effectiveness of the Board at
least annually.

Further information

Full explanations of each of the above can be found in the annual governance statement by the Chair of
Trustees for the year ending 31 January 2024, which can be found under ‘The Estate’ section of the Cadogan
website at: https://www.cadogan.co.uk/the-estate/
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Default investment strategies

A default investment arrangement is set up by the Trustees and provided for members who do
not choose an investment option for their contributions. Members can also choose to invest in this
default investment arrangement.

The Trustees are responsible for investment governance. This includes setting and monitoring
the investment strategy for the default arrangement. We take professional advice from regulated
investment advisers.

Setting an appropriate investment strategy

Details of the strategy and objectives of the default investment arrangement are recorded in a
document called the Statement of Investment Principles (SIP). A copy of the latest Statement of
Investment Principles, dated December 2021 and signed on 4 January 2022, is attached to this
statement. The Trustees’ evidence that the Scheme continues to follow and act on the principles
outlined in the SIP is contained within a document called an Implementation Statement which can
be found in “The Estate” section of the Cadogan website at: https://www.cadogan.co.uk/the-
estate/

We continue to use the Lifestyle Option for Income Drawdown as the default strategy.

The Lifestyle Option for Income Drawdown is structured to provide the potential for a level of
growth over and above inflation in the long term. As members approach retirement, the Lifestyle
Option for Income Drawdown retains some exposure to growth investments, recognising the
longer-term investment horizon, even at retirement.

The Lifestyle Option for Income Drawdown strategy allows for members to make use of pension
flexibilities, leaving their benefits invested and drawing down income as it is required in a series
of cash withdrawals.

The Lifestyle Option for Income Drawdown initially invests in the Threadneedle Global Equity
Select Fund. At seven years before retirement, the Threadneedle Global Equity Select Fund
allocation is phased out into Threadneedle Multi-Asset Fund, Aquila Life over 15 years UK Gilts
Index Fund and Threadneedle Cash Fund (Sterling Fund).

At a member’s selected retirement age, the allocation will be 40% in the Threadneedle Multi-Asset
Fund, 35% in the Aquila Life over 15 years UK Gilts Index Fund and 25% Threadneedle Cash
Fund (Sterling Fund), which allows members to take their tax-free cash allowance at retirement.

100%

90% = Threadneedle Global Equity Fund

80% -
= TPEN Multi-Asset Fund

® Aquila Life Over 15 Year Gilts

® Threadneedle Cash Fund

10%

Term to Retirement (Years)

The Lifestyle Option for Income Drawdown is currently broadly meeting its objectives to reduce
volatility as members approach retirement, whilst still achieving investment growth.
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Setting an appropriate investment strategy (continued)

Lifestyle strategies targeting a cash lump sum and annuity purchase at retirement are also offered
to members. These lifestyles share a common growth phase with the Lifestyle Option for Income
Drawdown strategy, only deviating to their respective retirement targets from seven years to
retirement.

Given the wide range of salaries of members within the Scheme, the Trustees believe that the
Lifestyle Option for Income Drawdown provides the greatest flexibility as a default option.

Reviewing the default investment arrangement

The Trustees are expected to review the strategy and objectives of the default investment
arrangement regularly, and at least once every three years, and take into account the needs of
the Scheme membership when designing it. The Trustees review the investment objectives and
the performance of the default investment arrangement on an annual basis, taking advice from
the Trustees’ investment consultant and the investment manager.

The Trustees last formally reviewed the default investment arrangement during the 2021/22
Scheme year — the review was completed on 9 June 2021 — considering at a high level the
membership profile of the Scheme as part of the review, along with the risk profile and number of
investment funds offered to members.

As a result of the default investment arrangement review, the following change was made to the

default investment arrangement in the last quarter of 2021:

e the de-risking period was extended from five to seven years, allowing a smoother transition
out of higher-risk investing, with the aim of reducing the risk of a period of poor returns
negatively impacting the size of members’ retirement pots;

e the Threadneedle Dynamic Real Return Fund was replaced within the default investment
arrangement by the Threadneedle Multi-Asset Fund, with the aim of providing more reliable
long-term returns, while retaining valuable diversification benefits and at lower charges.

The next formal review is due to take place in the Scheme year ending on 31 January 2025.

Self-select investment choices

In addition to the default lifestyle arrangement (the Lifestyle Option for Income Drawdown) and
the two alternative lifestyle arrangements (the Lifestyle Option for Annuities and the Lifestyle
Option for Cash Lump Sums), the Trustees allow members to self-select from a range of funds.

At the end of the Scheme year, the Threadneedle self-select funds were:

e Global Equity Select Fund

e Dynamic Real Return Fund

e Cash Fund (Sterling Fund)

e Corporate Bond Fund

e  Multi-Asset Fund

e Property Fund

e UK Equity High Alpha Fund

e Sustainable Outcomes Global Equity Fund

as well as one Aquila Life self-select fund:
e Aquila Life Over 15 Years UK Gilts Index Fund
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Self-select investment choices (continued)

Members are expected to take independent financial advice before choosing between funds.
Free impartial guidance is also available from MoneyHelper — their website can be found at
https://www.moneyhelper.org.uk/en/pensions-and-retirement/ and they can provide guidance
through live webchat or over the telephone on 0800 0111 3797 (Mon-Fri, 9am to 5pm).

Asset allocation of the default investment arrangement

We are required to provide the percentage of assets allocated in the default arrangement to
specified asset classes and show how the asset allocations change at different ages. This is to
show members the different asset allocation phases that take place as pension savings
accumulate in the default arrangement up to and at retirement.

We have prepared the below table and graph having taken account of the statutory guidance
effective from 30 January 2023 issued by the Department of Work and Pensions in preparing this
section of our statement.

Asset class Percentage | Percentage | Percentage Percentage
allocation- | allocation- | allocation- | allocation-1 day
average 25 | average 45 | average 55 prior to State

year old year old year old Pension Age

Cash 1.8% 1.8% 1.8% 27.16%

Bonds

Corporate bonds 3.88%

Government bonds 42.2%

Other bonds 1.92%

Listed equities 98.2% 98.2% 98.2% 16.76%

Private equity

Venture capital

Buyout funds

Property 2.32%

Infrastructure

Private debt

Other 5.76%

Total 100% 100% 100% 100%
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Asset allocation of the default investment arrangement (continued)

Percentage Allocation for an average 25, 45, & 55 year old
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Charges and transaction costs paid by members

The Trustees are required to explain the charges and transaction costs (i.e. the costs of buying
and selling investments) in the Scheme that are paid by members rather than the employer. Apart
from bank charges and the total fund management charges paid by members, the employer pays
all the other costs of running the Scheme (i.e. administration costs). The investment management
and transaction costs can be explained like so:

e The total ongoing charges figure is the total cost of investing in any fund or strategy and
includes the Annual Management Charge (direct charges) and any additional fund expenses
(indirect charges). The ongoing charges figure for the default investment strategy is compared
against the 0.75% charge cap set by legislation.

e Transaction costs are the costs incurred as a result of the buying, selling, lending or borrowing
of investments within each fund or strategy. They include taxes and levies (such as stamp
duty), broker commissions (fees charged by the executing broker in order to buy and sell
investments) and costs of borrowing or lending securities, as well as any differences between
the actual price paid and the quoted 'mid-market price' at the time an order was placed.
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Charges and transaction costs paid by members (continued)

These costs will vary between members depending on the funds invested in, the transactions
that took place within each fund and the date at which the transactions took place. Unlike the
ongoing charges figures, transaction costs are not compared against the 0.75% charge cap
set by legislation — instead, the reported performance of the fund is typically net of these
transaction costs. It should be noted that the transaction costs are likely to vary from fund to
fund and from year to year.

e In addition, there can be switching costs incurred as a result of the buying and selling of funds.
This may relate either to member-driven trades (e.g. a self-select member switching between
investment funds) or to automatic trades (e.g. those associated with fund switches resulting
from progression along a lifestyle glidepath). These costs relate to the difference between
the fund price used to place the trade and the price which would have applied to that fund on
that day had the trade not been placed. These are implicit costs which are not typically visible
to members.

e Finally, the Trustees would also like to note the presence of a “Property Expense Ratio”
covering indirect property expenses for the Property Fund. These are expenses incurred
indirectly when part of the portfolio is invested in one or more pooled funds with direct property
exposure. These are also implicit costs which are not typically visible to members and are
not compared against the 0.75% charge cap set by legislation — instead, the reported
performance of the fund is also typically net of these costs

The level of charges and transaction costs applicable to the funds during the Scheme year were
confirmed by Columbia Threadneedle as being:

Investment manager Ongoing Transaction Indirect
Fund charges costs property
figure expenses

Threadneedle

Global Select Fund 0.43% 0.26% -
Dynamic Real Return Fund 0.50% 0.15% -
Cash Fund (Sterling Fund) 0.12% 0.02% -
Multi Asset Fund 0.35% 0.40% -
Sustainable Outcomes Global Equity Fund 0.45% 0.00%

Property Fund 0.82% 0.00% 1.14%
UK Equity High Alpha Fund 0.61% 0.19% -
BlackRock

Aquila Life Over 15 Years UK Gilts Index Fund 0.16% 0.00% -

Completeness of transaction cost information

Where information about the member costs and charges is not available, we have to make this
clear to you, together with an explanation of what steps we are taking to obtain the missing
information.

Threadneedle have confirmed the following:

e Transaction cost data was not available for 0.26% of the Dynamic Real Return Fund

e Transaction cost data was not available for 0.94% of the UK Equity High Alpha Fund, and

e Transaction cost data was not available for 0.07% of the Multi Asset Fund.

The Trustees do not consider this to be material.
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Examples of the impact of costs and charges

We are required to provide illustrative examples of the cumulative effect over time of the
application of the charges and costs on members’ savings.

We have prepared examples that can be found in Appendix i, having taken account of the updated
statutory guidance effective from 1 October 2021 issued by the Department of Work and
Pensions' in preparing this section of our statement.

Past performance of the investment options

We have calculated the return on investments after the deduction of any charges and transaction
costs paid for by the members. We have done this for the default investment arrangement and
for each self-select fund which members are now able, or were previously able, to select and in
which Scheme members have been invested during the Scheme year.

The net returns to 31 December 2023 are shown in the tables on the following page and have
been included to help members understand how their investments are performing. Please note
that past performance is no indicator of future performance.

We have prepared the following tables, having taken account of the statutory guidance issued by
the Department of Work and Pensions?.

Annualised net returns (%) for the default investment arrangement (the Lifestyle Option for
Income Drawdown) over periods to 31 December 2023

Age of member at 20 years 15 years 10 years 5 years 1 year
the start of the (2003-2023) (2008-2023) (2013-2023) (2018-2023) (2023)
eriod* [if available] if available [if available]
5

Age 25 13.4 21.5
Age 45 13.4 21.
Age 55 12.7 21.5

*As the default investment arrangement is a lifestyle strategy made up of different investment funds, the returns may
vary with the age of the member, so we have shown the returns at three example ages in line with regulatory guidance.

1 https://www.gov.uk/government/publications/reporting-costs-charges-and-other-information-guidance-for-
trustees-and-managers-of-occupational-pension-schemes/reporting-of-costs-charges-and-other-
information-guidance-for-trustees-and-managers-of-occupational-schemes-effective-from-1-october-2021

*https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/994897
[completing-the-annual-value-for-members-assessment-and-reporting-of-net-investment-returns.pdf
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Past performance of the investment options (continued)

Annualised net returns (%) for the self-select funds over periods to 31 December 2023

Investment Fund P RYCETES 15 years 10 years 5 years

(2003-2023) (2008-2023) (2013-2023) (2013-2023)
[if available] | [if available] | [if available]

Global Select Fund 12.3 134 21.5
Sustainable 18.5
Outcomes Global

Equity Fund

Dynamic Real 4.7 9.0
Return Fund

Cash Fund 0.8 1.3 4.6
(Sterling Fund)

Multi-Asset Fund 5.9 6.4 7.9
Property Fund 5.7 1.6 0.2
UK Equity High 4.8 5.3 12.5
Alpha Fund

Aquila Life Over 15 1.0 (6.5) 1.5
Years UK Gilts

Index Fund

Notes for both tables:

1. Figures have been collected for the periods to 31 December 2023 rather than to the Scheme year end of 31 January 2024 as this
facilitates comparison with the quarter-end data provided by the three comparison schemes — see Appendix ii.

2. All figures for the default investment arrangement and self-select funds have been sourced directly from Columbia Threadneedle.

3.  The Scheme updated its investment strategy in 2021. The figures shown reflect the historic performance of the current investment
strategy (where available) as this is deemed to be of more relevance for making intra-scheme comparisons.

4. Figures shown for the default investment arrangements are calculated based on the relevant weighted allocation to the underlying
investment manager performance.

5. Net investment return figures for 15 years and 20 years to 31 December 2023 were not available. Net investment return figures are
also not available for the default investment arrangement for 10 years as the Scheme updated its default investment strategy in 2021.

6. Net investment return figures for 5 and 10 years to 31 December 2023 are not available for the Sustainable Outcomes Global Equity
Fund as the fund’s inception date is May 2021.

7. The netinvestment return figure for 10 years to 31 December 2023 is not available for the Dynamic Real Return Fund.

Core financial transactions

The Trustees are required to report to you about the processes and controls in place in relation
to ‘core financial transactions’. The law specifies that these include the following:

e investing contributions paid into the Scheme;

e transferring assets relating to members into and out of the Scheme;

e transferring assets between different investments within the Scheme; and

e making payments from the Scheme to, or on behalf of, members.

The Trustees must ensure that these important financial transactions are processed promptly and
accurately. In practice we delegate responsibility for this to the Scheme’s administrator, Buck.
This administration service includes key financial tasks such as managing the investment of
contributions, paying benefits (or making transfers) and keeping track of changes in members'
circumstances.

There is a service level agreement in place between the Trustees and Buck which provides for
Buck to ensure accurate and timely processing of the core financial transactions for which it is
responsible. Where no specific service level agreement has been agreed, Buck adheres to its
standard in-house service levels. Buck is also required to carry out services in accordance with
good industry practice and, more specifically, payments in respect of members must reach the
recipients as agreed with the Trustees and in accordance with the Scheme’s trust deed and rules.
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Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Core financial transactions (continued)

Buck’s performance against service level agreement was 100% over the period covered by this
report.

The following service standards apply to the core pension administration service:

Task Transaction Type Transaction Target
(working days)

Death Notification of Death 5
Payment of Benefits 2

Leaver Quotation 10
Withdrawal form (final figures) 10

Retirement Quotation 10
Correspondence 10
Payment of Benefits 2

Transfer Out Initial Request 15
Correspondence and Discharge Forms 15
Correspondence and Certificates 5
Payments of Benefits 2

Ad Hoc Queries Member and Client Queries 10
Third Party and NICO Queries 15

In order to monitor this service, the Trustees receive regular reports confirming the payment and
allocation of contributions, as well as information on events such as cash management and
pension payroll. The Trustees also monitor transactions made via the Trustees’ bank account on
a regular basis.

As administrator, Buck prepares a regular report (AAF 01/06) setting out its internal controls in
respect of pensions administration which is independently audited.

Contributions during the Scheme year to 31 January 2024 were generally invested by Buck within
5 working days of the later date of the date when funds are received from each employer in each
section or the date when the contribution allocation schedule has been received from each
employer in each section. There were some instances in the Scheme year however where
contributions were invested within 6 working days where for example lifestyle switches were
taking place.

There were no material administration service issues discussed in the last Scheme year which
need to be reported here by the Trustees and the Trustees are satisfied that, over the period
covered by this statement, all core financial transactions have been processed promptly and
accurately.

Overall, the Trustees are confident that the processes and controls in place with the administrator

are robust and will ensure that the financial transactions which are important to members are
dealt with properly.

Trustee knowledge and understanding
The law requires the Trustees to be conversant with the Scheme’s documents and to possess, or

have access to, sufficient knowledge and understanding of the law relating to pensions and trusts
and the principles relevant to funding and investment to be able to run the Scheme effectively.
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Trustees for the year ending 31 January 2024 (continued)

Trustee knowledge and understanding (continued)

The Trustees meet all the knowledge and understanding requirements and understand the
Scheme and its documents. The Trustees are aware that we must have a working knowledge of
the trust deed and rules of the Scheme, the Statement of Investment Principles and the
documents setting out the Trustees’ current policies.

The Trustees are also aware that we must 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. The Trustees do this by regularly reviewing the
relevant Scheme documents and seeking advice from the Scheme’s legal advisers.

The Trustees have previously assessed the Scheme against the standards set out in the code of
practice for trustees of pension schemes providing money purchase benefits (the DC code) and
related guides. This has been removed in 2024 and replaced by The Pensions Regulator’s
General Code. The Trustees will review the Scheme against the General Code in due course to
ensure that we are offering a quality Scheme with an effective system of governance.

The Trustees take their training and development responsibilities seriously and the Trustees keep
a record of the training completed by each Trustee. The training log is reviewed at each Trustee
meeting to identify any gaps in the knowledge and understanding across the Trustee Board as a
whole.

All Trustees have completed the essential modules within The Pensions Regulator’s on-line
trustee toolkit and the additional module relating to combatting pension scams. New Trustees
are required to complete the toolkit within 6 months of becoming a member of the Trustee Board.
Trustees must review the toolkit on an on-going basis to ensure their knowledge remains up to
date.

The Trustees also receive “on-the-job” training. This means that as new topics arise, our
professional advisers attending the Trustee meetings will provide wider briefing notes and topical
digests as well as training during the meeting, so that the Trustees may engage on such topics in
an informed manner.

Relevant advisers attend Trustee meetings and are in frequent contact with the Trustees to
provide information on topics under discussion, either specific to the Scheme or in respect of
pension or trust law.

During the Scheme year, training and development on the following topics took place:

e Cyber security — incident response plan

e Pension tax changes

e Changes to Statutory Money Purchase illustration from 1 October 2023

e Market developments in Defined Contribution pension arrangements

As a result of the training activities which have been completed by the Trustees, individually and
collectively, and taking into account the professional advice available to the Trustees, | am

confident that the combined knowledge and understanding of the Trustees enables us to properly
exercise our functions as Trustees of the Scheme.
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Assessing value for members
Introduction and main conclusions

As part of our assessment of the charges and transaction costs, the Trustees are required to
consider the extent to which costs and charges within the Scheme represent good value for
members when compared to other options available in the market.

The Trustees have conducted three tests in assessing value for members for the Scheme year to
31 January 2024

1. a comparison of our reported costs and charges with the three comparison schemes;
a comparison of our reported net investment returns with the three comparison schemes;
and

3. a consideration of the Scheme against key governance and administration criteria.

Based on our assessment, we conclude that the Scheme offered good value for members over
the year to 31 January 2024, when measured against the definition required by legislation, using
the three comparison schemes selected by the Trustees and using our interpretation of the
updated statutory guidance on “Completing the annual Value for Members assessment and
Reporting of Net Investment Returns”.

Appendix ii sets out the approach that the Trustees have taken, the conclusions reached and an
explanation of how and why we have reached those conclusions.

Follow-on actions and investigations

The Principal Employer has advised the Trustees of a proposal to cease contributions to the
Scheme during 2024, subject to a formal consultation with employed members which is currently
underway. Should the proposal proceed then future contributions would be directed to a new
Master Trust arrangement and the Trustees will then consider a transfer of all members’ funds
(active and deferred members) to the same Master Trust and winding up the Scheme.

At the time of signing this statement, the employee consultation has not yet been completed.
Members will be notified in advance of any changes and provided with their options once the
outcome of the consultation is known and any decisions taken thereafter.

Feedback

If you have any questions about anything that is set out in this Statement, or any suggestions
about what can be improved, please do let us know. The Trustees will also discuss this analysis
with the Principal Employer to obtain their views and to again request that the bank charges are
met bv the Principal Employer in future, if possible.

Signed for and on behalf of the Trustees of the Cadogan Estates Limited 1995 Pension
Scheme by Sanjay Patel, Chair of the Trustees.
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Appendix i — examples of the impact of costs and charges

Each table in this section shows the projected pension savings (or ‘retirement pot’) in today’s
money for a different representative member, using median statistics as at 31 January 2024 and
using the Statutory Money Purchase lllustration (‘SMPI’) assumptions as at 1 February 2024 that
will feature in the Scheme’s 2024 annual benefit statements.

The only difference between the assumptions used for these projections and those used for the
projections within the 2024 annual benefit statements is the average of the annual transaction
costs over the period 1 January 2019 to 31 December 2023 being taken into account in the
enclosed tables, when transaction costs are ignored within SMPI statements.

We have shown figures for the default arrangement and the highest charging fund (the Property
Fund) and the lowest charging fund (the Sterling Fund).

Please note that, within each table, there may be instances where the projected fund at age 65 is
lower than the starting fund value. This arises when the projected return (before or after charges
are deducted) is lower than the projected levels of inflation, as all values are shown in today’s
terms.

‘Typical’ active Scheme member:

Fund choice
Lifestyle option for income
drawdown Property Fund Sterling fund
The default drawdown Only one fund is used Only one fund is used
lifestyle option throughout throughout
After all After all After all
charges & charges & charges &
Before costs Before costs Before costs
Age charges deducted charges deducted charges deducted
£ £ f £ £ f
46 42,000 42,000 42,000 42,000 42,000 42,000
50 68,603 67,147 64,344 60,171 60,304 60,053
55 105,674 101,187 92,892 81,364 81,718 81,053
60 147,147 138,036 122,143 100,985 101,610 100,437
65 186,056 171,719 152,115 119,150 120,088 118,330
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Trustees for the year ending 31 January 2024 (continued)

Appendix i — examples of the impact of costs and charges (continued)

.Typical’ youngest active Scheme member:

Fund choice

Lifestyle option for income
drawdown

Property Fund

Sterling fund

The default drawdown

Only one fund is used

Only one fund is used

lifestyle option throughout throughout
After all After all After all
charges & charges & charges &
Before costs Before costs Before costs
Age charges deducted charges deducted charges deducted
£ £ £ £ £ £
23 3,000 3,000 3,000 3,000 3,000 3,000
30 26,101 25,438 24,178 22,348 22,406 22,297
35 45,158 43,253 39,754 34,944 35,090 34,815
40 66,655 62,713 55,712 46,605 46,874 46,370
45 90,905 83,973 72,064 57,402 57,820 57,035
50 118,260 107,197 88,819 67,397 67,989 66,881
55 149,117 132,567 105,986 76,651 77,434 75,969
60 183,492 159,886 123,576 85,219 86,209 84,357
65 212,982 182,527 141,600 93,151 94,360 92,101
‘Typical’ deferred Scheme member:
Fund choice

Lifestyle option for income
drawdown

Property Fund

Sterling fund

The default drawdown

Only one fund is used

Only one fund is used

lifestyle option throughout throughout
After all After all After all
charges & charges & charges &
Before costs Before costs Before costs
Age charges deducted charges deducted charges deducted
£ £ £ £ £ £

44 18,000 18,000 18,000 18,000 18,000 18,000
45 18,439 18,321 18,088 17,725 17,737 17,714
50 20,800 20,014 18,533 16,410 16,476 16,351
55 23,463 21,863 18,990 15,192 15,305 15,093
60 26,405 23,824 19,457 14,065 14,218 13,932
65 28,448 24,949 19,937 13,022 13,207 12,860
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Appendix i — examples of the impact of costs and charges (continued)

‘Typical’ youngest deferred Scheme member:

Fund choice
Lifestyle option for income
drawdown Property Fund Sterling fund
The default drawdown Only one fund is used Only one fund is used
lifestyle option throughout throughout
After all After all After all
charges & charges & charges &
Before costs Before costs Before costs
Age charges deducted charges deducted charges deducted
£ £ £ £ £ f
24 4,000 4,000 4,000 4,000 4,000 4,000
30 4,622 4,448 4,119 3,647 3,661 3,634
35 5,214 4,859 4,220 3,376 3,401 3,354
40 5,882 5,308 4,324 3,126 3,160 3,096
45 6,635 5,798 4,430 2,894 2,935 2,858
50 7,484 6,334 4,539 2,679 2,726 2,638
55 8,443 6,919 4,651 2,480 2,533 2,435
60 9,501 7,540 4,766 2,296 2,353 2,248
65 10,237 7,896 4,883 2,126 2,186 2,075

Notes

1. Projected pension pot values are shown in today's terms, and do not need to be reduced
further for the effect of future inflation. Values shown are estimated and are not guaranteed,
the actual fund values could be higher or lower.

2. Inflation is assumed to be 2.5% each year.

3. For active members only, future contributions are assumed to be paid from assumed age to
65 and increase in line with assumed earnings inflation of 2.5% each year.

4. Total contribution rates and pensionable salaries for the active member illustrations in the
Scheme are assumed to be 12% and £45,000 respectively for the ‘typical’ active member and
12% and £25,000 respectively for the ‘typical youngest’ active member.

5. The starting pot sizes are assumed to be £42,000 for the ‘typical’ active member, £18,000 for
the ‘typical’ deferred member, £3,000 for the ‘typical youngest’ active member and £4,000 for
the ‘typical youngest’ deferred member.

6. Starting ages within the Scheme are assumed to be 46 for the ‘typical’ active member, 44 for

the ‘typical’ deferred member, 23 for the ‘typical youngest’ active member and 24 for the
‘typical youngest’ deferred member.
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Notes (continued)

7. The projected growth rate for each fund are as follows:

Fund | Projected growth rate
Default lifestyle 2.44% above inflation
(growth phase)

Property Fund 0.49% above inflation
Cash Fund (Sterling Fund) 1.46% below inflation

8. The projected transaction costs are the average of the annual transaction costs over the
period 1 January 2019 to 31 December 2023. Negative average transaction costs have been
treated as zero, in line with how the FCA treats transaction costs for contract-based pension
schemes.
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Appendix ii — assessing value for members

The Trustees have carried out a prescribed value for members assessment which now applies to
the Scheme, as a result of the Scheme holding total assets under £100 million as at the Scheme
year-end.

In carrying out the assessment, the Trustees have had regard to the Department for Work and
Pensions’ updated statutory guidance on “Completing the annual Value for Members assessment
and Reporting of Net Investment Returns™.

This section sets out the approach that the Trustees have taken, the conclusions we have reached
and an explanation of how and why we have reached those conclusions.

Our approach

Assisted by our advisers and in line with the statutory guidance, we have taken the following
approach:

1. We have collated information on costs and charges and net investment returns within the
Scheme, as well as key governance and administration criteria within the Scheme;

2. We have collated information on costs and charges and net investment returns within three
comparison schemes, selected using clear rationale agreed by the Trustees;

3. We have assessed the value that Scheme members receive by comparing the Scheme’s
costs and charges and net investment returns relative to the comparison schemes and
assessing the key governance and administration criteria on an absolute basis, having due
regard to the updated statutory guidance; and

4. We have reflected on our key findings, before deciding whether the Scheme provides overall
value for members and agreeing any actions that are required following the assessment.

For the avoidance of doubt, under the updated statutory guidance, trustees of occupational DC
pension schemes who are not able to demonstrate that their pension scheme delivers value for
members on all three areas (costs and charges; net investment returns; administration and
governance) are expected to conclude that their pension scheme does not provide good value for
members.

Such trustees should look to wind up their pension scheme and transfer the rights of their
members into a larger pension scheme or set out the immediate action they will take to make
improvements to the existing scheme (if the improvements identified are not made within a
reasonable period, for example within the next scheme year, then those trustees would be
expected to wind up and transfer members’ benefits to another pension scheme).

Preparations for the assessment

The Trustees received support from advisers around how to undertake the new detailed value for
members assessment and also considered the updated statutory guidance.

A number of key decisions were made as part of these preparations, in two main areas:

1. Selecting the three comparison schemes
2. Interpreting the updated statutory guidance

3https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/994897
[completing-the-annual-value-for-members-assessment-and-reporting-of-net-investment-returns.pdf
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Preparations for the assessment (continued)

1. Selecting the three comparison schemes

In order to carry out the value for members assessment, the Trustees’ first step was to select
three comparison schemes.

We took advice from our pension advisers in this regard to ensure that we conducted an
appropriate selection process, as our pension advisers have the relevant market knowledge of
defined contribution pension arrangements.

In line with the statutory guidance, the comparison schemes selected were all greater than £100
million in size and of a different structure to the Scheme, to ensure that a meaningful comparison
was made with a larger pension arrangement.

As Trustees, we were required to set clear rationale for the schemes that we would select as
comparators. On top of the statutory guidance requirements above, the Trustees selected the
following criteria for the comparison schemes:

e The comparison schemes would all be Master Trusts, as these are schemes that differ in
structure to the Scheme (a trust-based occupational pension scheme) and would be able to
accept a bulk transfer of members’ assets without member consent;

e The comparison schemes would support in-scheme drawdown (i.e. the ability for individuals
to flexibly access their savings without changing pension schemes);

e The comparison schemes would support shared investment governance (i.e. the ability for an
employer to design and use bespoke investment strategies);

e The comparison schemes would have comparable scheme profiles to the Scheme (i.e. a
significant proportion — say, 10% — of schemes that are of comparable size to the Scheme);

e The comparison schemes would offer Tumelo* (or a similar alternative) that provides
members with greater transparency on where their savings are invested and/or greater
influence by allowing the members to vote on issues that they care about;

e The comparison schemes would be likely to offer terms to receive a bulk transfer of the assets
and membership of the Scheme as part of a wind-up and bulk transfer;

e Finally, the comparison schemes would be able to provide the net investment return, charges
and transaction costs required by the Trustees. From a practical point of view, the Trustees
selected from a long-list of Master Trusts who have engaged with our adviser’s annual
provider market data gathering exercise (i.e. the Trustees implicitly assumed that providers
who did not engage with their advisers would not be able or willing to provide the data
required).

By applying this clear rationale within the comparison scheme selection process, the Trustees
selected the following comparison schemes:

e L&G Worksave Master Trust;

e Aviva Workplace Retirement Account Master Trust; and

e Fidelity Master Trust.

4 Tumelo is a financial technology provider whose software connects with pension schemes to give their
members transparency over the companies that their pension savings are invested in. The software also
allows members to exert influence on issues that matter to them, such as climate change, human rights,
and gender equality.

47



Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)
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Preparations for the assessment (continued)

1. Selecting the three comparison schemes (continued)

The updated statutory guidance states that “Trustees of specified schemes are of course at liberty
to choose their own comparison schemes, each time they conduct the value for members
assessment”. The Trustees have retained the same comparison schemes as last year but
reserve the right to select different clear rationale and choose different comparison schemes for
future Scheme years.

2. Interpreting the updated statutory guidance

The Trustees made the following key decisions for this Scheme year (where this relates to a
particular paragraph of the updated statutory guidance, the relevant paragraph number is shown
in [square brackets]):

e The Trustees note that charges and transaction costs will only vary by age for Scheme
members in the seven years prior to normal retirement date for the default investment
arrangement. As the updated statutory guidance suggests that charges and costs are shown
at 10-year intervals, no difference would be demonstrated if the Trustees followed this
suggestion. As a result, the Trustees have shown a single figure for the charges and
transaction costs relating to the period prior to seven years before normal retirement date
[57];

e The Trustees have relied entirely on the data supplied by the providers of the comparison
schemes [58/69];

e The Trustees have requested comparison data as at 31 December 2023 (as quarter-end data
was more readily provided) and have compared this against Scheme data also calculated as
at 31 December 2023;

e The Trustees have agreed that the charges and transaction costs over the year to 31
December 2023 are not unusually high for a reason that is unlikely to be repeated; therefore,
the Trustees have used one-year data rather than an average of the last five years [61];

e Where the Trustees have performed comparisons using the Scheme’s default investment
arrangement, we have compared them against the default arrangement put forward by each
comparison scheme, where these schemes have different options for default arrangements
[62/72];

e In the absence of a clear definition in the updated statutory guidance, the Trustees have
defined self-select funds as “popular” or “frequently invested” if more than 5% of members
are invested in the self-select funds [63/73/76/77];

e The Trustees have given the total charges and transaction costs and net investment returns
in the default lifestyle arrangement a weighting of 100%, given that no self-select fund in the
Scheme has sufficient members investing in it to be considered “popular” or “frequently
invested” under the above definition [64/74];

e The Trustees have assumed that funds being compared that have charges and transaction
costs with an absolute difference within 0.05% or that have net investment returns with an
absolute difference within 0.5% are considered to be “closely comparable” [65/75];

48



Appendix A — Annual governance statement by the Chair of
Trustees for the year ending 31 January 2024 (continued)

Appendix ii — assessing value for members (continued)

Preparations for the assessment (continued)

2. Interpreting the updated statutory guidance (continued)

e The Trustees consider that default investment arrangements or self-select funds that also
have higher, not just “broadly comparable”, average investment returns over a five-year
period when compared to the nearest comparable default arrangements or funds
respectively, are good value from a costs and charges perspective, even if the charges in the
Scheme are higher than the same comparable default arrangements or funds respectively
[65];

e The Trustees have placed more weight on the net investment returns over charges and
transaction costs by weighting net investment returns by 80% and charges and transaction
costs by 20% when assessing value for members [67];

e The Trustees have only been able to source and use five-year net investment returns to
assess longer-term investment performance (10-year and 15-year data was not consistently
provided) and have also placed more weight on the longer-term performance by weighting
five-year net investment returns by 80% and short-term one-year returns by 20% [68];

e The Trustees were not provided with sufficient data by the comparison schemes to assess
whether the demographic profile of the Scheme differed sufficiently to those of the comparison
schemes to support a “clear strategic choice” that explains differences in performance [77];

¢ When assessing the value delivered by their governance and administration offering within
the Scheme, the Trustees have considered and assessed the Scheme against the seven key
metrics of Administration and Governance set out in the updated statutory guidance and note
that the guidance also sets out an expectation that all [seven] of the metrics for administration
and governance are satisfied for a pension scheme to be able to demonstrate satisfactory
value for members [111/112]. In making this assessment, the Trustees have assumed the
following:

I. When assessing the promptness and accuracy of core financial transactions, the
Trustees have placed greater weight on the proportion of member transactions that have
been completed accurately and within required timeframes set in legislation compared to
the proportion of member transactions that have been completed according to any service
level agreements (SLA) when assessing whether the Scheme would represent
“satisfactory value” for members in this area [81-85];

[I. When assessing the quality of record keeping, the Trustees have assumed that
satisfactory assessments for the majority of criteria set out in the updated statutory
guidance would represent “satisfactory value” for members in this area. The Trustees
have also assumed that the lack of any regulatory action by The Pensions Regulator in
light of the data scores for common and scheme-specific data reported in the Scheme’s
historic annual scheme returns indicates that the Scheme’s data scores are “satisfactory
value” for members [86-96];

Ill. When assessing the appropriateness of the default investment strategy, the Trustees
have considered all of the points within the updated statutory guidance and assumed that
satisfactory assessments for the maijority of criteria set out in the updated statutory
guidance would represent “satisfactory value” for members in this area [97-99];
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Appendix ii — assessing value for members (continued)
Preparations for the assessment (continued)

2. Interpreting the updated statutory guidance (continued)

IV.  When assessing the quality of investment governance, the Trustees have
considered all of the points within the updated statutory guidance and assumed that
satisfactory assessments for the majority of criteria set out in the updated statutory
guidance would represent “satisfactory value” for members in this area [100-101];

V. When assessing the level of trustee knowledge, understanding and skills to
operate the Scheme effectively, the Trustees have assumed that satisfactory
assessments for the majority of criteria set out in the updated statutory guidance
would represent “satisfactory value” for members in this area [102-104];

VI.  When assessing the quality of communication with Scheme members, the
Trustees have assumed that concluding that they have met their statutory obligations
and have also achieved satisfactory assessments for the majority of criteria set out
in the updated statutory guidance would represent “satisfactory value” for members
in this area [105-107];

VIl.  When assessing the effectiveness of management of conflicts of interest, the
Trustees have assumed that having all four of the controls set out in the updated
statutory guidance in place and being able to show how these have been followed
and are effective in practice would represent “satisfactory value” for members in this
area [108-110];

The Trustees also agreed to revisit these decisions in future Scheme years, allowing for emerging
industry-wide practices or case studies, particularly around the approach that The Pensions
Regulator ends up taking when assessing how trustees carried out the new detailed value for
member assessments.

Process followed for the assessment, including key factors considered

The Trustees requested the required information from each of the comparison schemes in order
to undertake the relative assessment of costs and charges and net investment returns against
the Scheme. The Trustees also requested the assistance of advisers to assist in assessing the
Scheme against the criteria set out in the updated statutory guidance.

The assessment then involved three tests:

1. a comparison of our reported costs and charges with the three comparison schemes;

2. a comparison of our reported net investment returns with the three comparison schemes;
and

3. a consideration of the Scheme against key governance and administration criteria.

The Trustees have also had discussions with at least one of the comparison schemes about a
transfer of the members’ rights if the Scheme should ever be wound up (please note that this is a
requirement of the statutory guidance, rather than a reflection of the future ambitions of either the
Trustees or the sponsoring employers of the Scheme).
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The outcomes from our assessment

Test 1: costs and charges

The Trustees have identified the costs and charges that members pay for directly, as well as the
costs and charges that are paid for by the Principal Employer.

It is the current policy of the Trustees and the Principal Employer that the only costs and charges
that are paid by members are fund management charges and transaction costs for the investment
funds used within the Scheme (as well as bank charges that are also paid from the Scheme and
not explicitly financed by the Principal Employer).

For all other costs and charges, the Principal Employer bears the full cost. This covers such
areas as:

e wider investment support and governance (e.g. the costs of regularly reviewing and updating
funds available to members, etc);

e administration of the Scheme (e.g. the costs of updating and maintaining member records,
processing contributions and pension payments, dealing with member queries, producing
annual financial statements, etc);

e member communications (e.g. the costs of producing and issuing member booklets, annual
benefit statements, etc); and

e the management and governance of the Scheme (e.g. the expenses of the Trustees, the
costs of legal/actuarial advisers and annual audit, etc).

The Trustees have gathered information about costs and charges from the three comparison
schemes and compared them with the costs and charges paid by the members directly in the
Scheme.

As mentioned earlier in this section:

e The charges and transaction costs for the year to 31 December 2023 have been gathered for
the analysis, rather than for the year to 31 January 2024, as quarter-end data was more
readily provided by the comparison schemes; and

e The Trustees have agreed that the charges and transaction costs over the year to 31
December 2023 are not unusually high for a reason that is unlikely to be repeated; therefore,
the Trustees have used one-year data rather than an average of the last five years.

Given that no self-select fund in the Scheme has sufficient members investing in it to be
considered “popular” or “frequently invested” under the definition set out earlier in this section, we
have compared our default investment arrangement with the default investment arrangement in
the three comparison schemes.
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The outcomes from our assessment (continued)

Test 1: costs and charges (continued)

A summary of the comparison is shown in the table below.

For the year to 31 December Ongoing Transaction Total of ongoing

2023 charges costs charges figures
figures and transaction

costs

The Scheme

Our default investment 0.43% 0.26% 0.69%

arrangement (before seven

years prior to normal retirement

date*)

Default investment arrangements proposed for the comparison schemes

L&G Worksave Master Trust 0.30% 0.08% 0.38%

The Aviva Master Trust 0.26% 0.08% 0.32%

Fidelity Master Trust 0.35% 0.00% 0.35%

Average of the three 0.31% 0.05% 0.36%

comparison schemes

* As noted earlier, the charges for the Scheme’s default investment arrangement are at their highest in the period prior to
seven years before normal retirement date and do not change at any point during the period prior to seven years before
normal retirement date.

The Trustees have given greater weight in the comparison to the total charges and transaction
costs in the default arrangement than self-select funds in which smaller numbers of members are
invested. We have weighted 100% of the comparison to the default investment arrangement
since no self-select fund in the Scheme has sufficient members investing in it to be considered
“popular” or “frequently invested” under the definition set out earlier in this section.

Our conclusion on costs and charges is that the majority of the total charges and transaction costs
are higher than the average for the comparator schemes, but this is justified by higher investment
returns when comparing the Scheme’s net investment performance against the average of the
and year and five-year net investment performance of the 3 comparison schemes (as shown in
the next section). It is therefore reasonable to assume that the Scheme as a whole represents
good value for members from the standpoint of costs and charges.

Test 2: Investment returns (fund performance)

The Trustees have gathered past performance of the investment options within the Scheme and
included this in the earlier section entitled “Past performance of the investment options”.

The Trustees have also gathered information about investment returns (after the deduction of any

charges and transaction costs) for the investment options of the three comparison schemes and
compared them with the net investment returns in the Scheme.
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The outcomes from our assessment (continued)

Test 2: Investment returns (fund performance) (continued)

The Trustees have given greater weight in the comparison to the net investment returns in the
default investment arrangement than self-select funds in which smaller numbers of members are
invested. We have weighted 100% of the comparison to the default investment arrangement
since no self-select fund in the Scheme has sufficient members investing in it to be considered
“popular” or “frequently invested” under the definition set out earlier in this section.

We have, therefore, compared our default investment arrangement with the default investment
arrangement proposed for each of the three comparison schemes.

The Trustees have compared net investment returns:

e in the short term (i.e. over a one-year period to the year ending 31 December 2023) to give
an immediate indication of performance trend; and

e over alonger, more sustained, period for which broadly comparable data could be found (i.e.
over a five-year period to the year ending 31 December 2023).

The Trustees plan to include longer-term performance (e.g. over 10 years and over 15 years)
when this data is available.

A summary of the comparison is shown in the table below.

For the period to 31 December 2023 One-year net Five-year net
investment return investment return
(annualised) (annualised)
The Scheme
Our default investment arrangement 21.5% 13.4%

(before seven years prior to normal
retirement date*)

Default investment arrangements proposed for the comparison schemes

L&G Worksave Master Trust 9.43% 5.27%
The Aviva Workplace Retirement Account 9.50% 6.50%
Master Trust

Fidelity Master Trust 15.35% 11.15%
Average of the three 11.43% 7.64%

comparison schemes

Notes:

1. Figures have been collected for the periods to 31 December 2023 rather than to the Scheme year end of 31 January
2024 as this facilitates comparison with the quarter-end data provided by the comparison schemes.

2. Figures have been shown for the following strategies for each of the three comparison schemes:

e L&G Worksave Master Trust: LGIM 2040-2045 Target Date Fund
e  The Aviva Workplace Retirement Account Master Trust: My Future Focus Growth
. Fidelity Master Trust: FutureWise

The one-year and the five-year net return figures for our default investment arrangement are
better than the average of the comparator default investment arrangements, so it is reasonable
to deduce that our default investment arrangement represents good value for members from the
standpoint of investment returns for that arrangement.
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The outcomes from our assessment (continued)

Test 3: Governance and administration

The Trustees have assessed the value delivered by our governance and administration offering
as the third and final part of our assessment of value for members.

Effective scheme governance is essential for the operational and financial sustainability of the
Scheme, for good outcomes from investment, and for the trust and confidence of our members.

Our assessment for governance and administration is based on seven key metrics as prescribed
by legislation. Unlike the assessments for costs and charges and for net investment returns, this
assessment does not involve a comparison with other schemes.

We have, however, taken advice from our pensions advisers as a reference for “best practice”
and used this to explain our interpretation earlier in this section of the requirements set out in
paragraphs 78 to 110 of the updated statutory guidance.

A summary of the comparison is shown in the table below.

Metric Description Main reason

The Trustees believe that
the requirements of this
metric have been met

1. Promptness and
accuracy of core
financial transactions

The Trustees should
continue with any plans to
improve the Scheme-
specific data scores

2. Quality of record keeping | Metric satisfied but steps
to be taken to strengthen

3. Appropriateness of the The Trustees believe that
default investment the requirements of this
strategy metric have been met

4, Quality of investment The Trustees believe that
governance the requirements of this

metric have been met

5. Level of trustee The Trustees believe that
knowledge, the requirements of this

understanding and skills metric have been met
to operate the pension

scheme effectively

6. Quality of
communication with
scheme members

The Trustees believe that
the requirements of this
metric have been met

7. Effectiveness of The Trustees believe that
management of conflicts the requirements of this
of interest metric have been met

Having considered all seven metrics within the theme of governance and administration, the
Trustees have concluded that the overall governance and administration of the Scheme provides
good value for members.
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Final conclusions and points to note

The Trustees have concluded that the Scheme offered good value for members over the year to
31 January 2024, as set out in detail above.

It should be noted, though, that the value for members assessment under the new detailed
framework may vary from year to year, as it is heavily determined by short-term and long-term
assessments of relative costs and charges and relative net investment returns, which in
themselves are heavily influence by the choice of the three comparison schemes.

As a reminder, should the Trustees feel in any future year that we are not able to demonstrate
that the Scheme delivers value for members on all three areas (costs and charges; net investment
returns; administration and governance), then the updated statutory guidance — and The
Pensions Regulator — would expect the Trustees to conclude that the Scheme does not provide
good value for members under the updated statutory guidance.

If the Trustees were to conclude that the Scheme does not provide good value for members at
any Scheme year end in the future, the updated statutory guidance — and The Pensions Regulator
— would expect that the Trustees look to wind up the Scheme and either:

e transfer the rights of the Scheme members into a larger pension scheme; or

e set out the immediate action the Trustees will take to make improvements to the Scheme (if
the improvements identified are not made within a reasonable period, for example within the
next Scheme year, then the Trustees would be expected to wind up and transfer Scheme
members’ benefits to a larger pension scheme).

The Trustees are also mindful of the Principal Employer’s proposal to cease contributions to the
Scheme during 2024, subject to a formal consultation with employed members which is currently
underway. Should the proposal proceed then future contributions would be directed to a new
Master Trust arrangement and the Trustees will then consider a transfer of all members’ funds
(active and deferred members) to the same Master Trust and winding up the Scheme, taking into
account members’ best interests and comparative value for money.
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* This Statement of Investment Principles (the “Statement”) details the principles
governing investment decisions for The Cadogan Estates Limited 1995 Pension
Scheme (the “Scheme”).

« The Scheme:

— operates for the exclusive purpose of providing retirement and death benefits
to eligible participants and beneficiaries,

— provides benefits calculated on a defined contribution (DC) basis,
— is open to new members.

* Gallagher (Administration & Investment) Limited ("Gallagher”) is the investment
consultant to the Trustees.

»  Contributions are directed to an occupational money purchase pension policy
with Columbia Threadneedle Investments (the “platform provider” or
“Threadneedle”).

* This statement covers the requirements of, and the Scheme’s compliance with,
the provisions of the Pensions Act 1995 (as amended) and the Occupational
Pension Schemes (Investment) Regulations 2005 as well as additional non-
statutory information recommended to be included following the Myners review of
“Institutional Investing in the UK”, the results of which were first published in 2001
(referred to as the “Myners Principles”).

*  The Myners Principles require Trustee Boards to act in a transparent and
responsible manner. The information set out in this document helps ensure that
the Trustees are complying with this requirement.

* The Trustees have taken into account the requirements and recommendations
within the Pension Regulator’'s DC code and regulatory guidance. Information on
the Trustees’ approach to investment matters within the Scheme, and in
particular in setting the default arrangement, are included within this document.
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* This section of the Statement covers the requirements of the Pensions Act 1995
(as amended) and the Occupational Pension Schemes (Investment) Regulations
2005.

* In accordance with section 35 of the Pensions Act 1995, the Trustees have
reviewed and considered written advice from the investment consultant prior to
the preparation of this Statement and have consulted the Sponsoring Employer.

* The platform provider will prepare detailed quarterly reports on the Scheme’s
investments and the Trustees will meet with them periodically.

* The Trustees will review this Statement, in consultation with the investment
consultant and the Sponsoring Employer, at least once every three years, or
more frequently if there are any significant changes in the Scheme’s
circumstances. However, ultimate power and responsibility for deciding
investment policy lies solely with the Trustees.

* The Trustees have full regard to their investment powers under the Trust Deed
and Rules and the suitability of the various types of investments, the need to
diversify, the custodianship of assets and any self-investment.

* The Scheme may invest in quoted and unquoted securities of UK and overseas
markets including equities, fixed interest and index-linked bonds, cash, property
and pooled investment vehicles considered appropriate for tax-exempt registered
occupational pension schemes. The Trustees have considered the attributes of
the various asset classes, these attributes being:

security (or quality) of the investment,

— yield (expected long-term return),

— spread (or volatility) of returns,

— term (or duration) of the investment,

— exchange rate risk,

— marketability/liquidity (i.e., the tradability on regulated markets),
— taxation.

* The Trustees consider all of the stated classes of investment to be suitable to the
circumstances of the Scheme.
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All investment decisions are taken by the Trustee Board as a whole. The
Trustees believe that collective responsibility is the appropriate structure, given
the size of the board. The Trustees will examine regularly whether additional
investment training is desirable for any individual Trustee.

Investment decisions relating to the Scheme are under the Trustees’ control
without constraint by the Sponsoring Employer. The Trustees are obliged to
consult with the Sponsoring Employer when changing this Statement.

Day-to-day investment decisions are delegated to properly qualified and
authorised investment managers of pension scheme portfolios. An insurance
contract has been exchanged with the platform provider and is reviewed from
time-to-time. In addition, the underlying managers accessed via the platform
provider are reviewed regularly to ensure that the manner in which they make
investments on the Trustees’ behalf is suitable for the Scheme, and appropriately
diversified.

The Trustees believe that fund selection is an important decision for all members
since it is likely to have an important influence on the risk taken and return
achieved on members’ pension savings. The Trustees regularly communicate
with members to enable them to understand the importance of this area and to
provide them with education to help them to make informed choices about their
selection of funds.

However, the Trustees also recognise that in practice many members do not
actively make an investment choice and are instead invested in the default
option. The Trustees therefore recognise the importance of designing an
appropriate default option for the Scheme’s membership.

Whilst the Trustees believe the chosen default option is a reasonable choice for a
lot of the membership, ultimately each member should take into account their
own personal circumstances when determining whether the default option or an
alternative strategy would best meet their needs.

The default option has been designed having taken due regard to the
membership profile of the Scheme, including consideration of:

— the size of members’ retirement savings within the Scheme,

— members’ current level of income and hence their likely expectations for
income levels post retirement,

— the fact that members may have other retirement savings invested outside of
the Scheme, and

— the ways members may choose to use their savings to fund their retirement.

These factors have also been considered when setting the range of alternative
investment options from which members can choose.

The objective of the default option is to provide a balanced investment strategy
for members who do not make an active investment choice. The strategy aims to
maximise the level of return (net of fees) that a member could expect to receive
from the Scheme over the course of their working lifetime, while reducing the risk
of them having income provision in retirement significantly below what may
reasonably be expected.
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* The objective of the alternative investment options available is to allow members
to tailor their investments based on their individual investment requirements,
while avoiding complexity. The range should assist members in achieving the
following:

— maximising the value of retirement benefits, to ensure a reasonable standard
of living in retirement,

— protecting the value of benefits in the years approaching retirement against
equity market falls and (should they decide to purchase an annuity)
fluctuations in annuity costs, and

— tailoring a member’s investments to meet his or her own needs, and to how
the member intends to make use of their benefits at and through retirement.

* The Trustees recognise that members using the default option are likely to be
less financially aware than those using self-select options and have taken this
into account in the strategy design.

» The Trustees’ investment consultant provides advice regarding the suitability of
both the default option and the self-select options available.

+ Details of the default and self-select options chosen (including the investment
objectives of the individual funds), are shown in the appendices.

* Members are advised to take independent financial advice before choosing
between these funds.

* The Trustees make available a property fund which members can choose to
invest in. If dealing in this fund is suspended for any reason, the Trustees will
temporarily divert member contributions from the Threadneedle Property Fund
(“Property Fund”) to the Threadneedle Sterling Fund (“Sterling Fund”). The
Sterling Fund invests in money market securities and other secure deposits and
aims to provide capital stability. The Sterling Fund would not generally be
expected to be used for long-term investment.

e The Trustees are satisfied that the funds offered to members are consistent with
the objectives of the Scheme, particularly in relation to diversification, risk,
expected return and liquidity.

* The Trustees’ policy is to only access illiquid assets indirectly for the purposes of
the Scheme’s default arrangement.

* llliquid assets are defined as assets of a type which cannot easily or quickly be
sold or exchanged for cash and where assets are invested in a collective
investment scheme, includes any such assets held by the collective investment
scheme.

* llliquid assets can be included within the default investment strategy through
holdings in the following collective investment scheme:

Multi-Asset Fund Property
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*The investment manager has the discretion to decide on the allocation to each
illiquid asset.

* Due to the nature of the default investment strategy, members’ holdings in this
fund will vary over the 7-year period preceding retirement as shown in Appendix 1
of this SIP.

» The Trustees have chosen a collective investment scheme that holds illiquid
assets for the following reasons:

— to provide diversification, which is expected to provide better risk adjusted
returns;

— to gain an expected illiquidity premium over the long term;

* The Trustees expect that including these illiquid assets within the default
arrangement will provide better value for members over the long term, net of fees.
However, the Trustees recognise that the inclusion of illiquid assets does not
guarantee better future results.

* The Trustees have taken the decision not to hold illiquid assets directly based on
the following:

— the potential for liquidity risks to impact members’ benefits;
— high fees;

— additional administration and the risks to members of moving from daily
dealing;

— unsuitable (or no) illiquid product available on the investment platform;
— complex or inflexible pricing structures including performance fees.

» The Trustees have no current plans to increase their investments in illiquid assets
in the future. However, they review the default strategy from time to time, and this
review will include a review of the appropriate level and type of illiquid assets to
hold.

* The Trustees have considered risk from a number of perspectives. These are the
risk that:

— the investment return over members’ working lives will not keep pace with
inflation and does not, therefore, provide an adequate retirement income,

— investment market movements in the period prior to retirement lead to a
substantial reduction in the anticipated level of pension or other retirement
income,

— investment market movements in the period just prior to retirement lead to a
substantial reduction in the anticipated cash lump sum benefit,

— the default option is not suitable for members who invest in it, and

— fees and transaction costs reduce the return achieved by members to an
inappropriate extent.
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The investment strategy for the default option has been chosen with the aim of
reducing these risks. The self-select funds available have been chosen to
provide members with the flexibility to address these risks for themselves.

To mitigate some of these risks, the Trustees have made available a range of
lifestyle options, which transition members’ investments from higher risk
orientated investments to lower risk bond, multi-asset and cash investments as
members approach retirement.

To help address these risks, the Trustees also review the default option used, the
alternative lifestyle strategies available and the fund range offered at least every
three years, taking into account changes to the membership profile,
developments within DC markets (including both product development and trends
in member behaviour) and changes to legislation.

The default option is expected to provide an appropriate return on members’
investments, based on the Trustees’ understanding of the Scheme’s membership
and having taken into account the risk considerations set out above. The
Trustees have also considered the return expectations of each of the alternative
fund options and lifestyle strategies offered.

The investment managers will maintain a diversified portfolio of stocks or bonds
within each of the funds offered under the Scheme (both within the default and
self-select options). In addition, the design of the default option, and of the
alternative lifestyle strategies, provides further diversification through the use of
multiple funds throughout a member’s working lifetime.

The Trustees will assess the performance, processes and cost effectiveness of
the investment managers by means of regular, but not less than annual, reviews
of the results and other information, in consultation with the investment
consultant.

All investment decisions, and the overall performance of the investment
managers, are monitored by the Trustees with the assistance of the investment
consultant.

The platform provider will provide the Trustees with quarterly statements of the
assets held along with a quarterly report on the results of the past investment
policy and the intended future policy, and any changes to the investment
processes applied to the portfolios. The investment managers will also report
verbally on request to the Trustees.

The platform provider will inform the Trustees of any changes in the internal
performance objective and guidelines of any pooled funds used by the Scheme
as and when they occur.

The Trustees will assess the quality of the performance and processes of the
investment managers by means of a review at least once every three years in
consultation with the investment consultant.

Appropriate written advice will be taken from the investment consultant before the
review, appointment or removal of the investment managers.
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Each of the funds in which the Scheme invests has a stated performance
objective against which the performance is measured.

The Trustees will review the performance of the investment managers from time
to time, based on the results of their performance and investment process.

The platform provider is expected to provide written reports on a quarterly basis.

The Trustees receive an independent investment performance monitoring report
from their investment consultant on a six-monthly basis.

In the event of an unexpected need to realise all or part of the assets of the
portfolio, the Trustees require the investment managers and platform provider to
be able to realise the Scheme’s investments in a reasonable timescale by
reference to the market conditions existing at the time the disposal is required
and subject to the best interests of the Scheme. The majority of the assets are
not expected to take an undue time to liquidate. This applies both to the default
option and to the alternative fund options offered.

The Trustees expect their investment managers, where appropriate, to have
taken account of financially material considerations, including environmental,
social and governance (ESG) factors as part of their investment analysis and
decision-making process.

The Trustees will regularly review the investment managers' policies in respect of
financially material considerations to ensure that they are consistent with the
above approach.

The Trustees have made available the Columbia Threadneedle Sustainable
Outcomes Global Equity Fund for members that wish to choose an investment
option with explicit sustainability objectives.

The Trustees’ objective is that the financial interests of the Scheme members is
their first priority when choosing investments. They have decided to engage with
members and take members’ preferences into account when considering
secondary objectives for the Scheme.

The Trustees have a fiduciary duty to consider their approach to the stewardship
of the investments, to maximise financial returns for the benefit of members and
beneficiaries over the long term. The Trustees can promote an investment’s long
term success through monitoring, engagement and/or voting, either directly or
through their investment managers.

The Trustees’ policy is to delegate responsibility for engaging and monitoring
investee companies to the investment managers and they expect the investment
managers to use their discretion to maximise financial returns for members and
others over the long term.
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« The Trustees recognise that each investment manager’s ability to influence the
companies in which they invest will depend on the nature of the investment.

* The Trustees acknowledge that the concept of stewardship may be less
applicable to some of their assets, particularly for short-term money market
instruments and gilts.

* The Trustees review each investment manager prior to appointment and monitor
them on an ongoing basis through the regular review of the investment
manager’s voting and engagement policies, their investment consultant’s ESG
rating, and a review of each manager’s voting and engagement behaviour.

* The Trustees have not set out their own stewardship priorities but follow that of
the investment managers.

* The Trustees will engage with an investment manager should they consider that
manager’s voting and engagement policy to be inadequate or if the voting and
engagement undertaken is not aligned with the investment manager’s own
policies, or if the investment manager’s policies diverge significantly from the
views of the Trustees.

» If the Trustees find any investment manager’s policies or behaviour
unacceptable, they may agree an alternative mandate with the manager or
decide to review or replace the manager.

» As all of the investments are held in pooled vehicles, the Trustees do not
envisage being directly involved with peer-to-peer engagement in investee
companies.

* The Trustees’ policy is to delegate responsibility for the exercising of rights
(including voting rights) attaching to investments to the investment managers and
to encourage the managers to exercise those rights. The investment managers
are expected to provide regular reports for the Trustees detailing their voting
activity. The Trustees will take corporate governance policies into account when
appointing and reviewing such investment managers.

In detailing below the policies on the investment manager arrangements, the over-
riding approach of the Trustees is to select investment managers that meet the
primary objectives of the Trustees. As part of the selection process and the ongoing
review of the investment managers, the Trustees consider how well each investment
manager, and the platform provider, meets the Trustees’ policies and provides value
for money over a suitable timeframe.

* The Trustees have delegated the day to day management of the Scheme’s
assets to investment managers, accessed through an investment platform. The
Scheme’s assets are invested in pooled funds which have their own policies and
objectives and charge a fee, agreed with the investment manager and the
platform provider, for their services. Such fees incentivise the investment
managers to adhere to their stated policies and objectives.
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* The Trustees, in conjunction with their investment consultant, choose their
investment managers and the specific pooled funds to use in order to meet
specific Scheme policies. They expect that their investment managers make
decisions based on assessments about the financial performance of underlying
investments, and that they engage with issuers of debt or equity to improve their
performance (and thereby the Scheme’s performance) over an appropriate time
horizon. They have decided to engage with members and take members’
preferences into account when considering secondary objectives for the Scheme.
Members preferences will be incorporated into the pooled funds chosen.

* The Trustees expect their investment managers to invest the assets within their
portfolio in a manner that is consistent with the guidelines and constraints of the
pooled funds chosen. The Trustees review the investment managers periodically.
These reviews incorporate benchmarking of performance and fees. Reviews of
performance focus on longer-term performance (to the extent that is relevant),
e.g. looking at five years of performance.

* If the Trustees determine that the investment managers are no longer managing
the assets in line with the Trustees’ policies they will make their concerns known
to the investment managers and may ultimately disinvest.

* The Trustees pay their platform provider a management fee which is a fixed
percentage of assets under management. A portion of this is passed to the
underlying investment managers.

»  Prior to agreeing a fee structure, the Trustees, in conjunction with their investment
consultant, consider the appropriateness of this structure, both in terms of the fee
level compared to that of other similar products and in terms of the degree to which
it will incentivise the platform provider and the investment managers.

* The Trustees, in conjunction with their investment consultant, have processes in
place to review investment turnover costs incurred by the Scheme from the
investment managers on an annual basis. The Trustees receive a report which
includes the turnover costs incurred by the investment managers used by the
Scheme.

* The Trustees expect turnover costs of the investment managers to be in line with
their peers, taking into account the style adopted by the investment manager, the
asset class invested in and prevailing market conditions.

* The Trustees do not explicitly monitor turnover, set target turnover or turnover
ranges. The Trustees believe that the investment managers should follow their
stated approach with a focus on risk and net return, rather than on turnover. In
addition, the individual mandates are unique and bespoke in nature and there is
the potential for markets to change significantly over a short period of time.

The Cadogan Estates Limited 1995 Pension Scheme
Statement of Investment Principles

September 2024 10



* The Trustees do not in general enter into fixed long-term agreements with their
platform provider or underlying investment managers and instead retain the ability
to change investment managers should the performance and processes of the
investment managers deviate from the Trustees’ policies. However, the Trustees
expect their manager appointments to have a relatively long duration, subject to
the manager adhering to its stated policies, and the continued positive
assessment of its ability to meet its performance objective.

The Trustees will not make direct investments in the Sponsoring Employer’s own
securities. The amount of the Sponsoring Employer’s securities, owned by pooled
investment vehicles invested in, are monitored. The Trustees have delegated the
responsibility for the exercising of any voting rights attached to any Sponsoring
Employer investment held to the investment managers.
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This section sets out the key appointments and responsibilities with respect to the
investment aspects of the Scheme.

* The Trustees’ primary responsibilities include:

— preparation of this Statement, reviewing its contents and modifying it if
deemed appropriate, in consultation with the Sponsoring Employer and the
investment consultant, at least every three years. The Statement will also be
reviewed following a significant change to investment strategy and/or the
investment managers,

— appointing investment consultants, a platform provider and investment
managers as necessary for the good stewardship of the Scheme’s assets,

— setting objectives for the appointed investment consultant (and reviewing
these at least every three years, and following any significant change to
investment strategy), and reviewing the investment consultant’s performance
against these objectives at least annually.

— reviewing the investment strategy on a regular basis, taking advice from the
investment consultant,

— reviewing the stewardship / voting policies of the investment managers and
undertaking the ongoing monitoring and engagement with the investment
managers as appropriate,

— assessing the processes (and therefore the performance) of the investment
managers by means of regular, but not less than annual, reviews of
information obtained (including investment performance),

— monitoring compliance of the investment arrangements with this Statement
on a regular basis, and

— monitoring risk and the way in which the investment managers have cast
votes on behalf of the Trustees in respect of the Scheme’s equity holdings.

*  The main responsibilities of the investment consultant include:

— Obtaining a copy of the Trustees’ investment consultant objectives prior to
undertaking work to ensure they understand the Trustees’ requirements.

— assisting the Trustees in the preparation and periodic review of this
Statement in consultation with the Sponsoring Employer,

— undertaking project work including reviews of investment strategy, investment
performance and manager structure as required by the Trustees,
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— advising the Trustees on the selection and review of the investment
managers and on the investment aspects of any review of the platform
provider,

— providing training or education on any investment related matter as and when
the Trustees see fit.

* The investment managers’ main responsibilities include:
— investing assets in a manner that is consistent with the objectives set,

— ensuring that investment of the Scheme’s assets is compliant with prevailing
legislation,

— providing the Trustees (or platform provider) with quarterly reports including
any changes to their investment process and a review of the investment
performance,

— attending meetings with the Trustees as and when required,

— informing the Trustees (or platform provider) of any changes in the fee
structure, internal performance objectives and guidelines of any pooled fund
used by the Scheme as and when they occur,

— considering financially material risks affecting investments within their
portfolio, and

— exercising voting rights on shareholdings in accordance with their general
policy.

* The investment platform provider’s main responsibilities include:
— Providing access to a range of funds provided by various managers.

— Providing the Trustees with quarterly reports including any changes to the
managers’ investment processes and a review of the investment
performance of their portfolio.

— Informing the Trustees of any changes in the fee structures, internal
performance objectives and guideline of any pooled funds within their
portfolio as and when they occur.

— The Scheme’s platform provider is Columbia Threadneedle Investments
Limited.
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Signed on behalf of the Trustees of the Scheme: 4 September 2024
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Appendix 1- Fund Range
and Objectives

Fund options

The funds available to members are included in the below table. Benchmark indices
and relative performance objectives of each fund are also outlined below. All
performance targets are gross of fees and relate to rolling three-year periods unless

stated.

Threadneedle | UK Equity High

Alpha Fund

FTSE All Share Index

Objective

To outperform the benchmark
by 3.5% p.a.

Global Select

MSCI AC World Index

To outperform the benchmark
by 3.0% p.a.

Corporate Bond

iBoxx GBP Non-Gilt
Index

To outperform the benchmark
by 0.75% p.a. (net of fees)

Property AREF/IPD UK To outperform the benchmark
Quarterly Property over 3-year rolling periods (net
Fund Index of fees)
Dynamic Real UK CPI To outperform benchmark by
Return Fund 4.0% p.a. over a 3to 5 year
time horizon
Sterling Fund SONIA To provide investors with an

investment return similar to that
of cash deposits

Multi-Asset Fund

Bank of England Base
Rate

To outperform the benchmark
by 4.0% p.a. over economic
cycle

Sustainable

Equity

Outcomes Global

MSCI AC World Index

To outperform the benchmark
over rolling 5 year periods (net
of fees)

Year Gilts

Aquila Life Over 15

FTSE UK Gilts Over
15 Years

To track the benchmark index

The Scheme’s normal retirement age is set to age 65, but the Trustees allow members
to select their own retirement age. The Trustees also allow members to opt-out of the
default option and select from a range of alternative lifestyle options, or stand-alone
funds that suit their individual circumstances.

To aid their decisions, information about the strategies available and the funds offered
Members are advised to take financial advice
before choosing between these options.

will be made available to members.
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Lifestyle strategies

The lifestyle strategies entail members’ assets being switched between funds as they
approach their target retirement date.

There are three Lifestyle Plans used by the Scheme as described below. These
progressively phase members’ assets out of the Threadneedle Global Select Fund into
funds which may be more suitable for members as they approach retirement,
depending on their stated goals. These lifestyle plans are Drawdown Lifestyle, Annuity
Lifestyle and Cash Lifestyle Plans.

Drawdown Lifestyle Plan (Default option)

The chart below demonstrates how the transition under the Drawdown Lifestyle Plan
will take place in the years leading up to a members’ chosen retirement age:

100 -~
0
80
70 M Equities
60
® Multi
50 Asset
40 B Gilts
30
20 M Cash
10
0 I T T T T T T T
7 6 5 4 3 2 1 0

Years to retirement

Allocation (%)

This plan is designed for members who wish to drawdown income at retirement. The
Cash allocation is held in the Sterling Fund; the Gilts allocation is held in the
BlackRock Aquilla Life Over 15 Year Gilts Fund; the Multi-Asset allocation is held in
the TPEN Multi-Asset Fund. These funds remain consistent throughout the additional
lifestyle strategies.
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Annuity Lifestyle Plan

The chart below demonstrates how the transition under the Annuity Lifestyle Plan will

take place in the years leading up to a members’ chosen retirement age:

Allocation (%)
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The chart below demonstrates how the transition under the Cash Lifestyle Plan will

take place in the years leading up to a members’ chosen retirement age:

Allocation (%)
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Appendix 2 — Fees

Investment manager fees

Manager Investment Management
Style Fee
% p.a.
UK Equity High Alpha Active 0.60
Fund
Dynamic Real Return Active 0.40
Multi-Asset Fund Active 0.35
Global Select Active 0.42
Threadneedie Corporate Bond Active 0.35
Property Active 0.75
Sterling Fund Active 0.09
Sustainable Outcomes .
Global Equity Active 0.30
Aquila Life Over 15 .
Year Gilts Passive 0.15

Investment consultancy fees

The investment consultant provides agreed services on a time cost basis.

The basis of remuneration is kept under review.
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Appendix C — Implementation Statement for the year ending 31
January 2024

Introduction

This implementation statement has been prepared by the Trustees of the Cadogan Estates
Limited 1995 Pension Scheme (‘the Scheme’). The statement:

e sets out how, and the extent to which, the policies set out in the Statement of Investment
Principles (‘the SIP") have been followed during the year;

e describes any review of the SIP, including an explanation of any changes made; and

e describes the voting behaviour by, or on behalf of, the Trustees over the same period.

The Trustees’ policies contained in the SIP are underpinned by their investor beliefs, which have
been developed in consultation with their investment consultant.

Trustees’ overall assessment

In the opinion of the Trustees, the policies as set out in the SIP have been followed during the
year ending 31 January 2024.

The Trustees have, in their opinion, followed the Scheme’s voting and engagement policies during
the year by continuing to delegate to each investment manager the exercise of rights and
engagement activities in relation to investments, as well as seeking to appoint managers that
have strong stewardship policies and processes.

Review of the SIP

The Trustees’ policies have been developed over time by the Trustees in conjunction with their
investment consultant and are reviewed and updated periodically and at least every three years.
The SIP was last reviewed and updated in December 2021 as a result of changes to the
investment arrangements.

Investment strategy

The Scheme provides members with a range of funds in which to invest together with lifestyle
strategies from which to make their investment choices. These aim to allow members to achieve
the following:

e maximising the value of retirement benefits, to ensure a reasonable standard of living in
retirement;

e protecting the value of benefits in the years approaching retirement against equity market falls
and (should they decide to purchase an annuity) fluctuations in annuity costs; and

¢ tailoring a member’s investments to meet his or her own needs, and to how the member intends
to make use of their benefits at and through retirement.

The Trustees also provide a default strategy to offer a balanced investment strategy for members
who do not make an active investment choice.

The investment strategy was not reviewed during the year. The last review of the default
investment strategy and objectives was carried out in January 2021, which included a review of
the alternative lifestyle strategies and wider fund range.

At the time of completing this statement, the Principal Employer is undertaking an employee
consultation exercise with a proposal to close the Scheme and direct future contributions to a new
Master Trust arrangement. The proposal includes a transfer of all accrued pension savings in the
Scheme to the new Master Trust. Subject to the outcome of the consultation and formal
notification from the Principal Employer to close the Scheme, the Trustees will seek advice from
their investment consultant over the suitability of the proposed Master Trust for the transfer of
members’ accrued pension savings.
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Appendix C — Implementation Statement for the year ending 31
January 2024 (continued)

Investment strategy (continued)

If the transfer proceeds, it is anticipated that there would be material changes to the range of
investments available to members, the investment policies governing those investments and the
ongoing stewardship of the investments. Changes to the investment arrangements would be
confirmed to members, should the Trustees conclude that such a transfer is in their best interests.

Policies in relation to the kinds of investments to be held, the balance between
various kinds of investments and the realisation of investments

The Trustees have given full regard to their investment powers as set out in the Trust Deed and
Rules and have considered the attributes of the various asset classes when deciding the kinds of
investments to be held. The Scheme invests in pooled funds to manage costs, diversify
investments and improve liquidity.

During the year, the Trustees met with Columbia Threadneedle and discussed the performance
and attributes of the funds.

The investment managers maintain a diversified portfolio of stocks or bonds within each of the
funds offered under the Scheme (both within the default and self-select options). In addition, the
design of the default strategy provides further diversification through the use of multiple funds
throughout a member’s working lifetime.

Under normal market conditions the Trustees expect to be able to realise investments within a
reasonable timescale although there remains the risk that certain assets may become less liquid
in times of market stress.

No funds in which the Trustees invest experienced any liquidity issues that had any impact on
members during the year.

Property funds and illiquid assets, such as private equity, have been excluded from the current
default option investment strategy to help ensure the Scheme is able to meet potential liquidity
demands.

Policy in relation to the expected return on investments

The default option is expected to provide an appropriate return on members’ investments, based
on the Trustees’ understanding of the Scheme’s membership and having taken into account the
risk considerations set out in the SIP.

The expected return of both the default option and the self-select options were considered during
the year as part of the SMPI calculations.

Policy in relation to risks

The Trustees have considered risk from a number of perspectives. These are the risk that:

+ the investment return over members’ working lives will not keep pace with inflation and does
not, therefore, secure an adequate retirement income,

+ investment market movements in the period prior to retirement lead to a substantial reduction
in the anticipated level of pension or other retirement income,

» investment market movements in the period just prior to retirement lead to a substantial
reduction in the anticipated cash lump sum benefit,

« the default option is not suitable for members who invest in it, and
» fees and transaction costs reduce the return achieved by members by an inappropriate extent.
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Appendix C — Implementation Statement for the year ending 31
January 2024 (continued)

Policy in relation to risks (continued)

The investment strategy for the default option has been chosen with the aim of reducing these
risks.

The Trustees monitor these risks through the semi-annual performance monitoring reports and
cost disclosure documents provided by and discussed with the investment consultant.

Two monitoring reports were received during the year. These did not highlight any significant
concerns over the level of risk being run within the Scheme.

The self-select funds available have been chosen to provide members with the flexibility to
address these risks for themselves.

Policies in relation to their investment manager arrangements

The Scheme’s assets are invested in pooled funds which have their own policies and objectives
and charge a fee, set by the investment manager, for their services. The Trustees have very
limited to no influence over the objectives of these funds or the fees they charge (although fee
discounts can be negotiated in certain circumstances).

There have been no changes to the benchmark objectives of the funds in which the Scheme
invests over the year.

The Trustees, in conjunction with their investment consultant, have introduced a process to obtain
and review the investment holding turnover and the associated costs incurred on the pooled funds
used by the Scheme on an annual basis. The Trustees received a report detailing the turnover
costs incurred for each pooled fund used by the Scheme.

Trading costs are incurred in respect of member switches (including within the lifestyle strategy),
and wider (Trustee-led) asset transfer work. The Trustees receive information on the expected
costs of Trustee-led exercises as and when they occur, and the exercise is only undertaken if the
expected benefits outweigh the expected costs. Information on potential ongoing member
switching costs is included within the Chair’s Statement.

No such analysis was undertaken during the year.

The investment managers have invested the assets within their portfolio in a manner that is
consistent with the guidelines and constraints set out in their appointment documentation. In
return, the Trustees have paid their investment managers a fee which is a fixed percentage of
assets under management.

The investment consultant has reviewed and evaluated the investment managers on behalf of the
Trustees, including performance reviews, manager oversight meetings and operational due
diligence reviews.

As the Scheme uses pooled funds, the time horizon of the underlying investments is not directly
linked to those of the Scheme and hence the Trustees are comfortable that the managers can
take a long-term approach to stewardship matters. This is monitored through periodic discussions
with each investment manager and through the information they provide for this statement.

Investment manager monitoring and changes
During the year, the Trustees received two reports from the investment consultant examining the

performance of the pooled funds made available to members. The Trustees also met with
Columbia Threadneedle to receive an update on the pooled funds during the year.
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Investment manager monitoring and changes (continued)
There have been no changes to the Scheme’s existing investment manager arrangements.
Stewardship of investments

The Trustees have a fiduciary duty to consider their approach to the stewardship of the
investments, to maximise financial returns for the benefit of members and beneficiaries over the
long term. The Trustees can promote an investment’s long-term success through monitoring,
engagement and/or voting, either directly or through their investment managers.

The Trustees, in conjunction with their investment consultant, choose their investment managers
and the specific pooled funds to use in order to meet specific policies. They expect that their
investment managers make decisions based on assessments about the financial impacts of
underlying investments and that they engage with issuers of debt or equity to improve their
performance (and thereby the Scheme’s performance) over an appropriate time horizon.

Stewardship - monitoring and engagement

The Trustees recognise that investment managers’ ability to influence the companies in which
they invest will depend on the nature of the investment.

The Trustees’ policy is to delegate responsibility for the exercising of rights (including voting
rights) attaching to investments to the investment managers and to encourage the managers to
exercise those rights. The investment managers are expected to provide regular reports for the
Trustees detailing their voting activity.

The Trustees also delegate responsibility for engaging and monitoring investee companies to the
investment managers and they expect the investment managers to use their discretion to
maximise financial returns for members and others over the long term.

The Trustees seek to appoint managers that have strong stewardship policies and processes and
are supportive of their investment managers being signatories to the United Nations’ Principles
for Responsible Investment and the Financial Reporting Council’'s UK Stewardship Code 2020.
Details of the signatory status of each investment manager is shown below:

Investment manager UN PRI Signatory UK Stewardship Code
Signatory

Columbia Threadneedle Investments Yes Yes

The Trustees review each investment manager prior to appointment and monitor them on an
ongoing basis through the regular review of the manager’s voting and engagement policies, their
investment consultant’'s ESG rating, and a review of each manager’s voting and engagement
behaviour.

The Trustees have not set out their own stewardship priorities but follow those of the investment
managers.

The Columbia Threadneedle Sustainable Outcomes Global Equity Fund seeks to invest in
companies that are delivering positive sustainable outcomes for the environment and/or society
through their products and services, and display strong environmental, social and governance
(ESG) practices.
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Stewardship - monitoring and engagement (continued)

The Trustees will engage with a manager should they consider that manager’s voting and
engagement policy to be inadequate or if the voting and engagement undertaken is not aligned
with the manager’s own policies, or if the manager’'s policies diverge significantly from any
stewardship policies identified by the Trustees from time to time.

If the Trustees find any manager’s policies or behaviour unacceptable, they may agree an
alternative mandate with the manager or decide to review or replace the manager.

As all of the investments are held in pooled vehicles, the Trustees do not envisage being directly
involved with peer-to-peer engagement in investee companies.

Investment manager engagement policies

The Scheme’s investment managers are expected to have developed and publicly disclosed an
engagement policy. This policy, amongst other things, provides the Trustees with information on
how each investment manager engages in dialogue with the companies it invests in and how it
exercises voting rights. It also provides details on the investment approach taken by the
investment manager when considering relevant factors of the investee companies, such as
strategy, financial and non-financial performance and risk, and applicable social, environmental
and corporate governance aspects.

Links to each investment manager’s engagement policy or suitable alternative is provided in the
Appendix.

These policies are publicly available on each investment manager’s website.

The latest available information provided by the investment managers (for mandates that contain
public equities or bonds) is as follows:

Engagement UK Equity High Alpha Fund Global Select Fund
Period 01/01/2023-31/12/2023
Engagement definition Purposeful, targeted communication with an entity (e.g. company,

government, industry body, regulator) on particular matters of concern
with the goal of encouraging change at an individual issuer and/or the
goal of addressing a market-wide or system risk (such as climate).
Regular communication to gain information as part of ongoing research
should not be counted as engagement

Number of companies 16 31
engaged with over the year

Number of engagements 35 58
over the year

Engagement Sustainable Outcomes Global Corporate Bond Fund
Equity Fund

Period 01/01/2023-31/12/2023

Engagement definition Purposeful, targeted communication with an entity (e.g. company,

government, industry body, regulator) on particular matters of concern
with the goal of encouraging change at an individual issuer and/or the
goal of addressing a market-wide or system risk (such as climate).
Regular communication to gain information as part of ongoing research
should not be counted as engagement.

Number of companies 19 13

engaged with over the year
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Investment manager engagement policies

Engagement (continued) Sustainable Outcomes Global Corporate Bond Fund
Equity Fund

Number of engagements 29 20

over the year

Exercising rights and responsibilities

The Trustees recognise that different investment managers should not be expected to exercise
stewardship in an identical way, or to the same intensity.

The investment managers are expected to disclose annually a general description of their voting
behaviour, an explanation of the most significant votes cast and report on the use of proxy voting
advisers.

The investment managers publish online the overall voting records of the firm on a regular basis.
The Trustees do not carry out a detailed review of the votes cast by or on behalf of their investment
managers but rely on the requirement for their investment managers to provide a high-level
analysis of their voting behaviour.

The Trustees consider the proportion of votes cast, and the proportion of votes against
management and believe this to be an important (but not the only) consideration of investor
behaviour. The latest available information provided by the investment managers (for mandates
that contain public equities) is as follows:

Voting behaviour

UK Equity High Alpha Global Select Fund Sustainable Outcomes

Fund Global Equity Fund
Period 01/01/2023-31/12/2023
Number of meetings 60 71 53
eligible to vote at
Number of resolutions 1,418 1,160 765
eligible to vote on
Proportion of votes cast 100% 99.9% 100%
Proportion of votes for 99.2% 86.7% 90.1%
management
Proportion of votes 0.1% 12.0% 8.9%

against management

Proportion of resolutions 0.8% 1.3% 1.0%
abstained from voting on

Trustees’ engagement

The Trustees have, in their opinion, followed the Scheme’s voting and engagement policies during
the year, by continuing to delegate to each investment manager, the exercise of rights and
engagement activities in relation to investments, as well as seeking to appoint managers that
have strong stewardship policies and processes.

The Trustees have undertaken a review of each investment manager's engagement policy

including their policies in relation to financially material considerations and have found them to be
acceptable at the current time.
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Trustees’ engagement (continued)

The Trustees have considered the environmental, social and governance rating for each
fund/investment manager provided by the investment consultant, which includes consideration of
voting and/or engagement activities. This also includes those funds that do not hold listed equities.

The Trustees may also consider reports provided by other external ratings providers.

The Trustees have reviewed the investment managers’ policies relating to engagement and voting
and how they have been implemented and have found them to be acceptable at the current time.

The Trustees recognise that engagement and voting policies, practices and reporting, will
continue to evolve over time and are supportive of their investment managers being signatories
to the United Nations’ Principles for Responsible Investment and the Financial Reporting
Council's UK Stewardship Code 2020.
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Appendix

Links to the engagement Policies for the investment manager can be found here:

Investment manager

Engagement policy

Columbia Threadneedle
Investments

https://www.columbiathreadneedle.co.uk/uploads/2020/10/4c4
5b3de68db9d1e74df186b80d004b5/en frc _compliance state

ment.pdf

Information on the most significant votes for the equity fund is shown below:

UK Equity High Vote 1 Vote 2 Vote 3

Alpha Fund

Company name  St. James's Place Plc  London Stock St. James's Place Plc
Exchange Group Plc

Date of Vote 18/05/2023 27/04/2023 18/05/2023

Approximate size 0.0 4.6 0.0

of fund’s holding
as at the date of
the vote (as % of

portfolio)

Summary of the  Approve Re-elect Don Robert as  Re-elect Paul Manduca

resolution Remuneration Report  Director as Director

How the fund Against Abstain Abstain

manager voted

Rationale for the  Material concerns The Company should The Company should

voting decision have been identified in put in place a policy to  put in place a policy to
respect of the vesting  increase gender increase gender
of the 2020 LTIP diversity on the board.  diversity on the board.
award, which is judged In developed markets, In developed markets,
to have significantly our minimum our minimum
benefitted from expectation is that expectation is that
‘windfall gains'. The women should comprise  women should comprise
share price used to at least 40% of the at least 40% of the
determine the grant board. The company board. The company
value was briefly should establish formal  should establish formal
impacted by the board-level oversight of board-level oversight of
material uncertainty environmental and environmental and
brought about the social issues. We are social issues. We are
COVID-19 pandemic, holding this director holding this director
leading to an accountable. The board accountable. The board
increased number of  chairman serves as a chairman serves as a
shares being granted  member of the member of the
to cover the award. Remuneration Nomination Committee.

Committee. The board
chairman serves as a
member of the
Nomination Committee.
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UK Equity High Vote 1 Vote 2 Vote 3
Alpha Fund
(continued)
Rationale for the However, no
voting decision amendment to the
(continued) award at grant or
vesting has been
made and the
Company's
explanation is not
considered to be
sufficiently compelling.
Outcome of the Pass N/A Pass

vote

Implications of
the outcome

Active stewardship (engagement and voting) continues to form an integral
part of Columbia Threadneedle’s research and investment process.

Why is this vote

Vote against

Vote against

Vote against

significant? management & >20% management. management.
dissent.

Global Select Vote 1 Vote 2 Vote 3

Fund

Company name  Amazon.com, Inc. Shell Plc Shell Plc

Date of Vote 24/05/2023 23/05/2023 23/05/2023

Approximate size 3.8 1.8 1.8

of fund’s holding
as at the date of
the vote (as % of
portfolio)

Summary of the

Report on Impact of

Request Shell to Align

Approve the Shell

resolution Climate Change its Existing 2030 Energy Transition
Strategy Consistent With Reduction Target Progress.
Just Transition Covering the
Guidelines. Greenhouse Gas
(GHG) Emissions of
the Use of its Energy
Products (Scope 3)
with the Goal of the
Paris Climate
Agreement.
How the fund For Abstain Abstain

manager voted
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Global Select
Fund
(continued)

Vote 1

Vote 2

Vote 3

Shareholders would
benefit from more
disclosure on whether and
how the company
considers human capital
management and
community relations
issues related to the
transition to a low-carbon
economy as part of its
climate strategy.

Rationale for the
voting decision

Columbia Threadneedle
are supportive of requests
to enhance disclosure and
transparency concerning
climate risk so long as the
resolution does not directly
circumvent management
discretion or seek to
entirely redefine the
company’s existing
business strategy.

To meet the ambition of
the Paris Agreement and
avoid massive risk to
shareholder value,
corporations should
demonstrate the nexus
between their climate
aspirations and business
strategy via disclosure of
credible Paris- or 1.5
degree-aligned emissions
reduction targets. Current
disclosure does not
sufficiently provide
investors such information.

Whilst Columbia
Threadneedle
appreciate the
progress made by
the company and
engagement to date,
Columbia
Threadneedle feel
ABSTAINING was
the best option to
recognise this
progress whilst
retaining their
position that they
would prefer to see
greater movement
towards full Paris
alignment in the
coming years.

Whilst Columbia
Threadneedle
appreciate the
progress made by the
company and
engagement to date,
Columbia
Threadneedle feel
ABSTAINING was the
best option to
recognise this
progress whilst
retaining their position
that they would prefer
to see greater
movement towards full
Paris alignment in the
coming years.

QOutcome of the Fail

vote

Fail

Pass

Implications of
the outcome

Active stewardship (engagement and voting) continues to form an integral
part of Columbia Threadneedle’s research and investment process.

Why is this vote

significant? >20% dissent.

Vote against management on certain environmental or social proposals &
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Sustainable
Outcomes Global
Equity Fund

Vote 1

Vote 2

Vote 3

Company name

Eli Lilly and Company

Mastercard Incorporated

NextEra Energy,
Inc.

Date of Vote

01/05/2023

27/06/2023

18/05/2023

Approximate size
of fund’s holding as
at the date of the
vote (as % of
portfolio)

2.1

4.7

1.9

Summary of the

Report on Lobbying

Report on Lobbying

Disclose Board

resolution Payments and Policy. Payments and Policy. Skills and Diversity
Matrix.

How the fund For For For

manager voted

Rationale for the Enhanced controls over Comprehensive, Columbia

voting decision

and disclosure of
company and trade
association lobbying is a
growing good practice.
Transparency around
the company’s primary
lobbying issues and
positions, as well as its
key relationships with
trade associations that
engage on lobbying on
its behalf, is advisable.

aggregate disclosure on
political spending is best

practice. Disclosure

should include all state

and local donations

including support for 527
organizations and ballot

initiatives. In addition,
the company should

identify key relationships
with trade associations
that engage in lobbying

on the corporations
behalf, as well as

describe its policies and

processes for giving.

Columbia Threadneedle

ask that the board
provide ultimate
oversight for political
donations.

Threadneedle are
encouraged by
current disclosures
on diversity
management. The
board should draw
on the richest
possible
combination of
talents and
perspectives. In
addition, board
charters should
affirm the value of
individual diversity
of all kinds including
gender, ethnic
origin, nationality,
professional
background, and
many other factors
that may enhance
the boards
performance.

Outcome of the
vote

Fail

Fail

N/A

Implications of the
outcome

Active stewardship (engagement and voting) continues to form an
integral part of Columbia Threadneedle’s research and investment

process.
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Sustainable Vote 1
Outcomes Global
Equity Fund

(continued)

Vote 2

Vote 3

Why is this vote
significant?

Vote against
management on certain
environmental or social
proposals & >20%
dissent.

Vote against

management on certain
environmental or social

proposals & >20%
dissent.

Vote against
management on
certain
environmental or
social proposals.

Information on the most significant engagement case studies for each of the funds/managers
containing public equities or bonds is shown below.

Columbia Case Study 1 Case Study 2 Case Study 3
Threadneedle -
Firm Level
Name of entity CoStar Group Inc Carlsberg AS Breedon Group Ltd
engaged with
Topic Board Composition Company Net zero commitment
governance,
processes, and
remedy in line with
core indicators of the
UN Guiding Principles
for Business and
Human Rights
Rationale CoStaris a US based  Carlsberg has Breedon Group Plcis a

company within the
professional services
industry. Columbia
Threadneedle reached
out to the company
ahead of the AGM to
discuss the company’s
board composition, as
they consider them to
have excessive tenure
with an average board
tenure of 16 years vs
their threshold of 13
years. Their last
director was added in
2019.

worldwide operations
and an extensive
supply chain in
environments which
exposes it to risks of
human rights
violations. However,
its score on the
Corporate Human
Rights Benchmark
(CHRB) - an
assessment of
companies’
governance,
processes, and
remedy in line with
core indicators of the
UN Guiding Principles
for Business and
Human Rights - was
8.5 out of 26 points.

construction materials
company
headquartered in
Leicestershire, England
with products including
aggregates, asphalt,
concrete products,
surfacing solutions,
cement, roof tiles and
clay bricks. It also
imports and exports
cementitious products
through four terminals
across the UK. The
Cement division is
responsible for roughly
90% of the company’s
Scope 1 and 2
emissions with a large
portion from clinker
production.
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Columbia
Threadneedle —
Firm Level
(continued)

Case Study 1

Case Study 2

Case Study 3

Rationale
(continued)

The company also
received a shareholder
proposal on adopting
GHG emissions
reduction targets
aligned with Paris
Agreement Goals —
their approach to
addressing the
concerns raised by the
proponent was
discussed.

Breedon has committed
to net-zero, though
more can be done to
showcase that it is on
track

What the
investment
manager has done

The company
emphasized they are
looking to add new
directors as well as
update the mandates of
the Gov. Committee by
adding more
responsibilities and
incorporating an
additional level of
scrutiny, a gap analysis
on skills, when
assessing the board
quality to inform their
board refreshment.
Regarding the
shareholder proposal,
while the company had
begun its first steps in
disclosing on climate
risk mitigation, as it
released its first
emissions report in
February and added
ESG responsibilities to
the board in December,
Columbia
Threadneedle
expressed that given
their lack of reduction
targets (failing our Net
Zero Model
expectations), they lag
their peers.

Columbia
Threadneedle
reached out to the
company to question
the low CHRB score,
requesting a dialogue
on how the human
rights program is
governed as well as
what risk assessment
and remediation
processes were in
place. Columbia
Threadneedle
eventually secured a
call with the Heads of
ESG and responsible
sourcing. The
conversation was
open about the
program’s challenges
and adaptations since
its inception. The
company recognised
that brand promoters
working in hospitality
could be at risk and
developed a response
program several years
ago. It had also
implemented a regular
dialogue system to
track working
conditions.

Columbia
Threadneedle have had
two conversations with
Breedon since August
2022, as well as a site
visit to its Kinnegad
cement plant in Ireland
(responsible for ¢1/3 of
Breedon’s capacity) in
November 2022. This
was a bespoke “ESG
tour” arranged for
Columbia
Threadneedle by their
sustainability team as
they were particularly
interested in seeing
how decarbonisation is
tackled.

Cement
decarbonisation is a
complex topic, which
relies on the scaling of
technology such as
Carbon Capture and
Storage (CCS) for the
capture of un-abatable
geogenic emissions
(c60% of cement plant
total). Breedon is
focusing on ‘short-term’
wins that can be made
by investing in
alternative fuels, clinker
replacement and
recycling of materials.
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Columbia Case Study 1 Case Study 2 Case Study 3
Threadneedle —

Firm Level

(continued)

What the The company After making its existing It became obvious on
investment noted they were human rights policy more  the plant visit that the

manager has done likely to move
towards setting
targets—the ask of
the proposal—but
also expressed
hesitancies.
Columbia
Threadneedle
underscored that
companies should
improve their
public disclosure
and strategy
setting in relation
to climate change
in a timely manner
and signalled they
would likely
support the
proposal.

(continued)

concrete it conducted its
first salient risk mapping
process in 2020 supported
by the Shift consultancy, a
recognised expert
organisation. The results
helped focus monitoring on
the highest risk areas and
set an audit cadence
tailored to supplier
performance. Columbia
Threadneedle discussed
assessing the
effectiveness of the
program to ensure that it
would detect violations
given site audits only
provide a snapshot of
conditions. The value of a
global anonymous
grievance hotline was
highlighted. The risk
mapping is currently being
revised with a review
underway which Columbia
Threadneedle were
encouraged to learn
includes third-party labour
which can present
additional risks and lower
levels of transparency.
While Columbia
Threadneedle believes the
program is well structured,
the role of audit quality
assessments was
discussed which the
company acknowledged
and said was being
considered.

employees have bought
into the net-zero
strategy, with general
enthusiasm about
where energy and
carbon savings can be
made. However,
questions remain about
how Breedon will adjust
to CCS take-up.
Columbia
Threadneedle asked for
evidence that capital is
being allocated to long-
term solutions
fundamental to post-
2030 decarbonisation
at the Kinnegad and
Hope plants. Columbia
Threadneedle continue
to engage with Breedon
on improving its
disclosure, such as
reporting to the CDP.
Without improved
reporting it fails to
inform investors of how
it is working to
decarbonise its
operations.

Beyond climate,
Columbia
Threadneedle were
impressed by
Breedon’s safety and
wellbeing measures
(which are material to
this industry). The plant
has empowered its
workforce to be part of
safety improvements
and has worked on
mental health
awareness and training
for several years.
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Columbia Case Study 1 Case Study 2 Case Study 3
Threadneedle —

Firm Level

(continued)

What the Columbia Threadneedle Breedon stresses that it
investment also urged improved takes a ‘people first’

manager has done

(continued)

disclosure and
engagement with the
CHRB. Finally, Columbia
Threadneedle asked
whether contingency
plans had any special
provisions for conflicts in
light of the war in
Ukraine. There are
currently no provisions,
but the company uses
the responsible sourcing
policy as a guide.
Columbia Threadneedle
were pleased to hear that
all Ukrainian operations
have resumed
operations.

approach, which was
evident in this site visit.

Outcomes and
next steps

Two days after
engagement, the
company signed a
public commitment
letter to set near
term and long-term
science-based
greenhouse gas
emission reduction
targets in
accordance with
Science Based
Targets Initiative
(SBTi). Columbia
Threadneedle

believe the company

demonstrated
receptivity to
feedback on climate
risk disclosure in
subsequently
signing the SBTi
commitment letter.

The engagement was
sparked by the low
CHRB score which
raised concerns over the
company’s governance,
processes, and approach
to addressing potential
human rights violations in
its operations and supply
chain. However, after
speaking with the ESG
and responsible sourcing
leads Columbia
Threadneedle feel that
there is a robust
programme to
operationalise the policy
commitments and
conduct regular reviews
to update risk
developments. Columbia
Threadneedle expect
that the next submission
to the CHRB will score
higher and give a fuller
representation of the
programme.

Columbia
Threadneedle’s
conversations with
Breedon have been
constructive and
insightful. Columbia
Threadneedle are
encouraged by the
improvements it has
made in its disclosure
and ambition since the
new Group Head of
Sustainability joined,
just two years ago.
Columbia
Threadneedle believe
that Breedon’s broad
ESG approach — net
zero aside — adds to its
competitive advantage.
Its customers
increasingly include
ESG metrics as part of
the due diligence
process.
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Columbia
Threadneedle —
Firm Level
(continued)

Case Study 1

Case Study 2

Case Study 3

Outcomes and
next steps
(continued)

After dialogue with
the company,
Columbia
Threadneedle voted
against two heavily
tenured directors,
one serving CoStar
for 36 years and
another serving
CoStar for 21 years,
as they also lead
two key committees.
Columbia
Threadneedle will
continue to monitor
the evolution of the
board composition
and the mandates of
the Gov. Committee.

Columbia Threadneedle
urged more attention to
the quantitative reporting
of key performance

indicators to demonstrate

the effectiveness of the
action plans, potential
changes in risk profile,
links between
procurement and human
rights strategy.

This is especially
material for Breedon,
with over half of its
sales from public
contracts, where
financial/ESG factors
contribute 70/30 to the
‘buy’ decision.
However, challenges
abound for cement
decarbonisation, and
Columbia
Threadneedle will
continue to push
Breedon to improve on
disclosure, targets, and
action.
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