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ASSOCIATED BRITISH FOODS PENSION SCHEME

MANAGEMENT OF THE SCHEME {continued)

Investment Managers:
(DB Section)

ABRDN (removed 29 September 2022} 1 Gearge Street, Edinburgh, EH2 2LL

Alcentra Ltd 160 Queen Victoria Street, London, ECAV 4LA

Ares Management Ltd 10 New Burlington Street, 6th floor, London, W15 3BE
Artemis Investment Management LLP Cassini House, 57 St James Street, London, SW1A 1LD
Beach Point Capital Management LP 1620 26th Street, Suite GO0ON, Santa Monica, CA 90404
Arcmont Asset Management Ltd 77 Grosvenor Street, London, W1K 3IR

BlackRock Investment Management (UK} Ltd 12 Thragmorton Street, London, EC2N 2DL

Bridgepoint Advisors Ltd 30 Broadwick Street, 3rd Floor, London, W1F 818
Calamos Investments LLC 2020 Calamos Court, Naperville, iL 60563

Cordet Capital Partners LLP 23 King 5treet, London, SW1Y 6QY

CasM™ LLP 5th Floor, 33 Grosvenor Place, London, 5W1X 7HY
Goldman Sachs Asset Management Inc River Court, 120 Fleet Street, Londan, EC4A 2BE

Hay Financial Management LLP One Eagle Place, London, SW1Y 6AF

H...G Capital International Advisors LLP 25 St Georges Street, London, W1S 1FS

Insight Investment Management Ltd 160 Queen Victaria Street, London, EC4V 4LA

Liontrust Asset Management Plc 2 Savoy Court, London, WCZR OEZ

Morgan Stanley 100 Front Street, 8th Floor, West Conshohocken, PA 19428, USA
Muzinich & Co 8 Handover Street, London, W15 1YQ

MV Credit Partners LLP 100 pall Mall, Landon, SW1Y 5NQ

NeuBerger Berman Lansdowne House, 57 Berkeley Square, London, W1l 6ER
Ninety One Global {from 28 July 2022) 55 Gresham Street, London, EC2V 7EL

schroder Investment Management Ltd 31 Gresham Street, London, EC2V 7QA

Veritas Asset Management LLP 1st Floor, 90 Long Acre, London, WC2E 9RA

Custodian:

The Bank of New York Mellon SA/NV One Canada Square, London, E14 5AL

{removed 31 July 2023)

Northern Trust LLP 50 Bank Street, Canary Wharf, London, E14 5NT

(appointed 1 August 2023}

Investment Managers:
{DC Section)

Mobius Life 7th Floor, 20 Gresham Street, London EC2V 7JE
{an insurance company investment platform providing a range of funds which includes AVC holdings)

AllianceBernstein LP 50 Berkeley Street, Londan, W1l BHA

Additional Voluntary Contribution Managers:

Phoenix Life Lynch Wood Park, Lynch Wood, Peterborough, PE2 6FY
Clerical Medical Investment Group 25 Gresham Street, London, EC2V 7HN

Prudential AVC Customer Services, Prudential, Sterling, FK9 4UE
ReAssure Windsor House, Telford Centre, Telford, Shropshire, TF3 4NB
Standard Life Assurance Company Standard Life House, 30 Lotham Road, Edinburgh, EH1 2DH




ASSOCIATED BRITISH FOODS PENSION SCHEME

TRUSTEE’S REPORT

The Directors of the Trustee present their Annual Report of the Associated British Foods Pension Scheme {the “Scheme”},
together with the Financial Statements for the year ended 5 April 2023. The Investment Reports set out on pages 10 to 15
and the Compliance Statement on page 9 form part of this Trustee’s Report.

Introduction
The Scheme comprises:

e the Defined Contribution {DC) Section, which provides benefits based on the member’s accumulated fund value at
retirement, and

e the Defined Benefit {DB) Section, which provides benefits based on the member’s final salary and length of service.
In this Annual Report and in the Financial Statements the phrase “DB Section” refers to all four DB Sections {ABF
Main, ABE Executive, British Sugar and British Sugar Senior) unless otherwise specified.

Members of both Sections are able to make Additional Voluntary Contributions (AVCs} to secure additional benefits. The DB
Section is closed to new entrants.

Trustee Directors

Associated British Foods Pension Trustees Limited is the sole corporate Trustee of the Scheme. The appointment of new or
additional Company appointed Trustee Directors and their removal from office is the responsibility of Associated British Foods
Plc (ABF Plc). The Trustee Board consists of nine directors: four Company appointed, four member nominated and one
independent Director.

The full Board of the Trustee met four times during the Scheme year. The Board has three subcommittees that deal with
specific aspects of Trustee responsibility in greater detali, and which report to the full Board. The number of subcommittee
meetings held during the Scheme year (shown in brackets) and the Trustee Directors who were members of these
subcommittees during all or part of the Scheme year are:

Audit subcommittee (2): John Bason {chair - resigned) James Rushton {chair - appointed)
Sarah Giffen Giles Haig
Philippa Nibbs Trevor Smith

Jonathan Willis

Investment subcommittee {4): James West (chair) John Bason {resigned)

Paul Longley Sarah Giffen

Giles Haig Sir Guy Weston

lonathan Willis James Rushton {appointed)
Property subcommittee (2): James West (chair} John Bason (resigned)

Paul Lister Sir Guy Weston

Trevor Smith James Rushton {appointed)

John Bason resigned as a Trustee Director on 28 April 2023 and James Rushton was appointed as a Trustee Director on 18
May 2023.

Sir Guy Weston is a member of the Investment and Property subcommittees. Sir Guy Weston Is hot a Trustee Director but
provides expertise to the subcommittees.

Administration

The Scheme is administered on behalf of the Trustee by the ABF Group Pensions Department, 50/51 Russell Square, London,
WC1B 4JU. Any general enquiries about the Scheme or requests for information from members should be sent to this address,
or to pensions.admin@abfoods.com,



ASSOCIATED BRITISH FOODS PENSION SCHEMI,

TRUSTEE’S REPORT (continued)

Principal and Participating Employers

The Principal Employer (the “Company”) is Associated British Foods Plc, Weston Centre, 10 Grosvenor Street,
London, W1K 4QY on behalf of the participating group companies. Additional participating employers are Fortnum and Mason

Plc and Wittington Investments Ltd.

Membership changes

The membership of the Scheme at the beginning and end of the Scheme year and changes during the year are set out below,

Active Members
Active membership at 5 April 2022
Prior year adjustment
Add: New entrants during year
Less: Retirements
Leavers with deferred pension
Leavers awaiting option

Leavers with refunds of contributions

Transfers out to other Schemes
Deaths in service
No liability

Active membership at 5 Aprii 2023

Pensioners
Pensioners at 5 April 2022

Prior year adjustment

Add: New pensioners
Dependants’ pensions

Less: Pensions ceasing

Pensioners at 5 April 2023

Deferred Pensioners
Deferred Pensioners at 5 April 2022

Prior year adjustment
Add: New entrants during year
New entrants {pending status)
Less:  Refunds
Transfers out to other Schemes
Retirement
Deaths
No liability
Forfeiture of benefits
Deferred Pensioners at 5 April 2023

The opt outs are accounted for on a gross basis as recommended by the SORP.

Prior year adjustments relate to timing differences when reconciling the membership.

DB Section D Section
1,252 20,728
24 (4)

- 9,699

{105} {232)
(81) {6,392)
(46) (275)

- {(1,177)
- (26}
(1) (24)
- (87)
1,043 22,210
14,435 -
1 -

341 -
224 -
{677) -
14,324 -
6,277 28,985
1 (1)

31 6,392

a6 275
- {70}

{29} {155)
(238) {244)
(13) (17)

- (3)

(1) -
6,126 35,162

The no liability active members relate to auto-enroiment members who have opted out before any contributions have been

deducted.



ASSOCIATED BRITISH FOODS PENSION SCHEMI,

TRUSTEE’'S REPORT {continued}

Pension increases

in April 2022 pensions in excess of the Guaranteed Minimum Pension (GMP) accrued prior to January 2008 were increased
by 5.0% for all pensioners who had been retired for one year or more. Pensions in excess of the GMP accrued after January
2008 were also increased by 2.5%. Pensioners who had been retired for less than one year on the increase date received a
proportion of the full increase. Post 88 GMP was increased by 3.0%. in April 2023 pensions were increased as described
above with an increase rate of 5.0% on the pre January 2008 excess and 2.5% on the post 2008 element of pension. Post 88
GMP was increased by 3.0%. Deferred pensioners are protected against infation by the application of government prescribed
statutory revaluation orders measured over the period of deferment to retirement date. In accordance with the Rules of the
Scheme the annual increase is applied for British Sugar Section pensioner members with effect from 1 April and for other
pensioner members with effect from 6 April.

Deferred pensions have been increased in line with statutory requirements.

All increases were in accordance with the Trust Deed and Rules of the Scheme or |egislative requirements. There were no
discretionary increases awarded in the year,

Pension Protection Fund {PPF)

The PPF and Pensions Regulator |evies paid by the Scheme for 2022/23 totalled £306,049 (2021/22: £585,329). The employer
makes additional contributions to cover both the PPF Levy and PPF Admin Levy.

DC Administration and Investment platform

The administration of the Scheme is undertaken by the ABF Group Pensions Department.
Mobius Life are the DC investment platform provider.

Rule changes

The Scheme is governed by the Trust Deed and Rules updated on 5 April 2016, and effective from 6 April 2016 with subsequent
amendments. Copies of the Trust Deed and Rules may be obtained by writing to the Secretary to the Trustee, 50/51 Russell
Square, London, WC1B 4JU.

There have been no changes to the Trust Deed and Rules during the year.

GMP equalisation

The Trustee is already taking steps to equalise the benefits of male and female members currently in the Scheme following
the High Court ruling in the first judgement of October 2018. This work is being preceded by undertaking a full reconciliation
of data held by the Trustee with that held by the DWP. These GMP equalisation projects will now be extended to include
historic cash equivalent transfer payments paid out of the 5cheme following the second judgement made on 20 November
2020. The Trustee will be undertaking projects to revisit cash equivalent transfer values paid to former members with a view
to make top up payments where members have not been paid their full entitlement {equalised benefits). Furthermore, the
Trustee with the help of the Scheme Actuary and the Legal Advisors are also considering the implications of the judgement
on past transfers made by way of bulk transfer from the Scheme and Individual transfers made under the rules of the
Scheme as opposed to CETV. The Trustee is also reviewing the need to take action to equalise the benefits payable to
members in respect of historic transfer payments received by the 5cheme where those benefits are inadequate due to the
offect of GMPs accrued under the transferring schemes. The amount is in the process of being finalised but is nat expected
to be material to the accounts. The Trustee has therefore not included a liability in respect of these matters in these financial
staternents. They will be accounted for in the year they are determined.

Actuarial valuation

The financial statements on pages 20 to 41 do not take into account obligations to pay pensions and other benefits which fall
due after the end of the Scheme year. The actuarial position of the Scheme, which does take account of such obligations, is
considered by the Scheme Actuary who regularly reviews the obligations and reports to the Trustee. In addition to the regular
reviews a full actuarial valuation is carried out every three years, and the latest valuation, at 5 April 2023 is in progress.






ASSOCIATED BRITISH FOODS PENSION SCHEME

TRUSTEE’S REPORT {continued)
Short Term Liquidity Facility

On 23 September 2022 the Chancellor of the Exchequer delivered a mini-budget which had an adverse effect on the UK's
financial markets. As a consequence gilt yields increased at an unprecedented rate, impacting the Scheme’s ability to provide
collateral for the derivative portfolio. An additional £400m was required to meet the contractual obligations and protect the
Scheme's hedging instruments.

As had been long planned in such an event, the Trustee liquidated assets from the Abrdn and GSAM credit portfolios, together
with additional funds raised from the equity managers to provide coflateral. However, as a result of the sheer pace of yields
rising, to ensure all hedges remained in place, the Trustee agreed a short-term credit facifity from ABF Pic to provide £100m
of cash. This was repaid within 24 hours following receipt of the proceeds of the asset sales described above. Interest on the
loan amounting to £8,052 was paid to ABF Plc.

The Scheme had long been expecting a rise in interest rates and had positioned the assets to benefit fram this. The Scheme’s
solvency ratio improved materially as a result of these moves.

The Trustee has also reviewed its liquidity requirements and has increased its level of available collateral at its LDI manager
to facilitate a future 3% rise in gilt yields as opposed to 1.5% it previous allowed for.




ASSOCIATLED BRITISH FOODS PENSION SCHEME

COMPLIANCE STATEMENT

HMRC APPROVAL

The Scheme is governed by a Trust Deed and Rules, a copy of which can be obtained from the ABF Group Pensions
Department. The Scheme was approved by the HMRC under Chapter 1 Part XIV of the Income and Corporation Taxes Act
1988 up to 5 April 2006. From 6 April 2006 the Scheme automaticatly became a “registered pension Scheme” for tax purposes.

TRANSFER VALUES (DB Section)

Al cash equivalent transfer values paid out of the Scheme are calculated and verified in accordance with the reguirements of
Section 97 of the Pension Schemes Act 1993,

The calculation of transfer values makes no allowance for discretionary increases to pensions once in payment, but takes
account of the early retirement terms available for members by assuming that they retire, on average, at age 62% (or, for
those members who can retire with an unreduced pension from age 60, at age 57)%).

SECURITY AND CONTROL

The security of the Scheme's investments is of the utmost importance to the Trustee, which has ensured that comprehensive
controls are in place to protect the assets of the Scheme, The main features of the controls are:

i) Detailed Scrutiny ~ Representatives from all investment and property managers meet the Group Pensions
Director/Secretary or Investment and Property subcommittees (as appropriate} at least once each year. In addition,
the Secretary meets all managers quarterly to review the portfolio and identify any issues that need referring to the
Trustee.

ii) External Custody  During the year, the Bank of New York Mellon was the global custodian of the DB Section’s
securities and cash, The role of a custodian is to settle the day-to-day investment transactions made by the
investment managers, collect investment income due to the Scheme and ensure the safe custody of the securities
and cash. The internal contral reports produced by the custodian are reviewed regularly. The records of the
Scheme's securities and cash are regularly reconciled to the investment managers’ statements. Since the year end,
the Trustee has removed the Bank of New York Mellon and appointed Northern Trust as globat custodian of the
Scheme.

The investment managers will not act on instructions from the Scheme unless those instructions are in writing and sighed by
two authorised signatories in accordance with the mandate approved by the Trustee Board. The Custodian will not act on
instructions from the Scheme unless those instructions are executed via “Nexen”, the Custodian’s online facility and approved
by two authorised signatories.

The Title Deeds of properties owned by the DB Section are held by Mayer Brown international LLP, Katten Muchin Rosenman
LLP and CMS Cameron McKenna Nabarro Olswang LLP.

Specific Rules

The Trustee has formal written agreements with the investment and property managers which include any investment
restrictions ptaced upon them and which set out their terms of remuneration. The DB Section investment managers are not
permitted to purchase shares in Associated British Foods Plc for the Scheme, nor may the Trustee or investment managers
lend funds ta Associated British Foads Plc or its subsidiaries. However, the Scheme may have exposure to shareholdings in
those businesses through investment in pooled vehicles.



ASSOCIATED BRITISH FOODS PENSION SCHEME

INVESTMENT REVIEW
Background

During the first half of the year, markets fell with concerns of a recession following persistent elevated infiation, increased
interest rates and the continuation of the war in Ukraine.

The year ended with volatility in the banking industry including the Silicon Valley bank failure and UBS’s acquisition of Credit
Suisse. However despite signs of economic recovery in respect of early signs of cooling inflation and falling energy prices,
interest rates continued to rise.

The DB section of the Scheme achieved a return of -13.1% over the course of the year, underperforming against the
benchmark return of -5.9%. This however was considered a good result when factoring in that liabilities had failen by 27%
over the same period, and the Trustee had positioned the Scheme to benefit from rising rates.

Equities

The first two quarters of the year saw global equities perform poorly, especially in the US, as investors focused on inflation
with the US Federal Reserve (Fed) admitting that bringing inflation under control without triggering a recession would be
challenging. June 2022 saw the Fed enact a 75bps interest rate hike which was its fargest since 1994. The M5Cl World Index
declined by 18.3% in the first half of 2022. After a turbulent year, Q4 2022 and Q1 2023 began to show signs of recavery with
strong corporate earnings and China’s reopening of its economy, following a sharp u-turn on its zero-Covid policy.

UK equities also started the Scheme year negatively with a decline of 5.0% and 3.5% in Q2 and Q3 2022 respectively. Inflation
and soaring energy costs resulted in discretionary industries {e.g retailers, travel and leisure) being the weakest performers.
A key event in September 2022 was the election of Liz Truss as the new prime minister and the subseguent “mini-budget”
which was met with a turbulent market reaction and sent Sterling to an all-time jow against the USD. The decision from the
new chancelior Jeremy Hunt to reverse many of the controversial measures set outin the “mini-budget” stabilised the market,
which together with successive interest rate hikes helped investor sentiment with the UK market enjoying paositive returns at
the start of 2023. The labour market and consumer confidence fared better than expected in @1 2023 and the FTSE All Share
Index increased by 3.1%.

Bonds

UK Government bond prices fell during the first three quarters of the Scheme year with the most significant influence being
the “mini-budget” which pushed the 10-year UK gilt yield from 2.2% to 4.1%. Elsewhere European and US Bonds also
performed in a similar manner with the US performing stightly better of the two.

In Q1 2023 bonds had a positive return driven by the desire for safer investments following the bank failures. A change in
interest rate expectations and improvement in the economic growth outlook also helped as UK, US and European bond yields
all reduced.

The Scheme has significant haldings in private debt across a number of managers and strategies. The Trustee has monitored

all strategies closely throughout the year, meeting with ali managers on a regular basis. All strategies have performed in line
with expectations across the Scheme year.

10




ASSOCIATED BRITISH FOODS PENSION SCHEME

INVESTMENT REVIEW (continued)
UK Property

Transaction levels fell significantly across the Scheme year, with the market stymied by price uncertainty, the task of absorbing
debt at higher cost, tightening lending criterla and ongoing concerns over environmental, social and governance {ESG)
compliance.

As such, yields rose {with prices falling) across the year, though income fevels, which are the primary driver for the Trustee's
investment remained strong.

Retail markets continued to struggle despite recovery from the pandemic with consumer confidence at near record fows.
Rents have started to stabilise after years of falls, but only for prime shops and retail.

Office demand remained steady across the Scheme year, although take up in central London was down as a resutt of concerns
in the banking sector.

In industrial markets, take up of large warehouses has slowed as E-Commerce operators retrench and respond to a
normalising of markets following the pandemic highs with rental growth moderating.

The Trustee has commenced a review of both its total exposure to the UK property and the individual assets within the
portfolio as part of its engoing strategy review.

Investment disclosures for DB and DC sections

The Trustee’s policy relating to rights attaching to the investments and the extent to which social, environmental or ethical
considerations are taken into account in the selection, retention and realisation of investments are disclosed in the Statement
of Investment Principles {SIP} and Investment Implementation Poficy Document {1iPD). The SIP is appended to this report.
Further information about the Scheme’s position on climate related matters is disclosed in the Task Force on Climate-related
Financial Disclosures document which is available on the Scheme’s website.

11






ASSOCIATED BRITISH FOODS PENSION SCHEME

INVESTVIENT REPORT ~ DB SECTION REVIEW (continued)

Investment performance

The average yearly investment returns for the Scheme over one year, three and five years is shown in the table below with
the relevant Scheme-specific benchmark for comparison. Performance is measured to 31 March 2023.

Actual annual Benchmark annual
return return
Average annual overall investment return % %
Over the last Scheme year the investment return was: {13.1) {5.9)
QOver 3 years the average return each year was: 5.5 50
Over 5 years the average return each year was: 3.0 3.4

Source: BNYM

Whilst the managers in aggregate underperformed their respective market index benchmarks, the Scheme had long been
positioned to benefit on a solvency basis from rising interest rates. As such, whilst the assets fell c13% over the year in
guestion, the liabilities fell by ¢27% over the same period.

Background to investment strategy

Scheme labilities are sensitive to changes in both inflation and interest rates, which are not correlated with the underlying
assets held in the Scheme. 1n 2007/08 the Trustee commenced a programme of entering into a series of swap {derivative)
contracts with leading banks designed to hedge these fiabilities, that is, to move the assets in line with the liabilities. The
swap contracts are heid with an LDI manager. In particular, the Trustee had been mindful of the histaric low interest rates,
and subsequent Gilt yields, that have been prevalent in recent years. As such the Trustee had for some time been positioning
the fixed income assets to benefit solvency from future rises in rates. Having now see rates rise significantly, the Trustee has
been increasing it's exposure to hedging instruments, as described above to secure recent solvency gains.

The Trustee has continued to monitor the underlying performance aof the individual managers, being mindful of their
investment styles and the wider macro environment.

There have been no changes to the Scheme’s strategic asset allocation during the year,

Investment - AVCs

The Trustee holds members’ AVC investments that are invested separately from the main investments, Members” AVCs are
invested in money purchase-type arrangements with several companies. Members participating in AVC arrangements receive
a statement confirming the amounts held in their account(s) made up to 5 April each year. Details of the AVC providers are
given in Note 17 to the Financial Statements,

13



ASSOCIATED BRITISH FOODS PENSION SCHEMI

INVESTMENT REPORT - DC SECTION REVIEW

Investment Strategy

The Trustee has chosen te entrust the investment administration of the DC Section to Mobius Life, All investments for the
DC Section are held in insurance policies held by Mobius Life.

The Trustee believes that the risks identified are best managed by, and hest met by, a default arrangement of Target Date
Funds which are linked to a target retirement age of 65 for each particular member and by offering members a range of
investment vehicles from which to choose. The current range has been grouped into four ‘tiers’ {1 to 4} with increasing levels
of member involvement required. The range offered in each tier will be reviewed periodically and changed in response to
market deveiopments or member demand.

The composition of each of the four tiers are summarised as follows:

e Target Date Funds

« Diversified growth / multi asset investment funds

+ Single Asset Funds {equity funds, bond funds and diversifiers/alternatives)

»  Any other fund from the ‘Corporate Investment Services’ range on the fund administrator's platform

fn addition to ensuring ESG (Environmental, Social and Governance) issues are fundamental into all investment decisions with
individual funds, there are a number of ESG specific options available to members.

Investment Management Structure
The Trustee has appointed AllianceBernstein as investment manager of the Target Date Funds.

All funds {in alt four tiers) are administered on the Mobius Life platform.

Monitoring the investment manager and platform provider

The Trustee monitors the performance of the tier 1, tier 2 and tier 3 investment options and the tier 4 investment options
selected by members on a regular basis. The Trustee also monitors the effectiveness of the platform provider. To assist the
Trustee, the platform provider regularly supplies the Trustee with unit reconciliations and fund factsheets.

investment Objective

Each Target Date Fund is designed and managed for an investor saving to retire in or around the years stated in the fund’s
name {the Target Date). AllianceBernstein’s aim is to maximise, for a typical investor, their eventual retirement income whilst
taking account of their decreasing capacity to afford losses as they approach and, possibly, go past the Target Date of
Retirement. On retirement, the investor is assumed to use their built-up income from the options available when they retire.
As such, it will progressively move from riskier, capital-growth orientated assets, such as equities and property, into lower
risk, retirement income protection orientated assets, such as bonds, as it approaches and passes its Target Date. The manager
seeks to ensure that the mix of assets continues to remain appropriate given the Target Date Fund’s aim, and will also employ
a dynamic asset allocation strategy which seeks to mitigate the effects of large market movements without detracting from
long-term returns.

The manager will manage the Target Date Funds such that for an individual investing over the whole term of each Target Date
Fund, a return of CP! plus 4% per annum is targeted.

14







ASSOCIATED BRITISH FOODS PENSION SCHILME

STATEMENT OF TRUSTEE RESPONSIBILITIES

The financial statements, which are prepared in accordance with UK Generally Accepted Accounting Practice, including the
Financial Reporting Standard applicable in the UK {FRS 102), are the responsibility of the Trustee. Pension scheme regulations
require, and the Trustee is responsible for ensuring that those financial statements:

®© show a true and fair view, of the financial transactions of the Scheme during the Scheme year and of the amount and
disposition at the end of the Scheme year of its assets and liabilities, other than liabilities to pay pensions and benefits
after the end of the Scheme year; and

® contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement to obtain Audited
Accounts and a Statement from the Auditor) Regufations 1996, including making a statement whether the financial
statements have been prepared in accardance with the relevant financial reporting framework applicabie to occupational
pension schemes.

(n discharging the above responsibilities, the Trustee is responsible for selecting suitable accounting policies to be applied
consistently, making any estimates and judgements on a prudent and reasonable basis, and for the preparation of the
financial statements on a going concern basis unless it is inappropriate to presume that the Scheme will not be wou nd up.

The Trustee is also responsible for making available certain other information about the Scheme in the form of an annual
report.

The Trustee also has a generat responsibility for ensuring that adequate accounting records are kept and for taking such steps
as are reasonably open to it to safeguard the assets of the Scheme and to prevent and detect fraud and other irregularities,
including the maintenance of an appropriate system of internal control.

The Trustee is responsible under pensions fegisiation for preparing, maintaining and from time to time reviewing and if
necessary revising a schedule of contributions showing the rates of contributions payable towards the Scheme hy or on behalf
of the Employer and the active members of the Scheme and the dates on or before which such contributions are to be paid.
The Trustee is also responsible for keeping records in respect of contributions received in respect of any active member of
the Scheme and for adopting risk-based processes to monitor whether contributions are made to the Scheme by the Employer
in accordance with the schedule of contributions. Where breaches of the schedule occur, the Trustee is required by the
Pensions Acts 1995 and 2004 to consider making reports to The Pensions Regulator and the members.

16




INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE ASSOCIATED BRITISH FOODS PENSION SCHEME
Opinion

We have audited the financial statements of the Associated British Foods Pension Scheme for the year ended 5 April 2023
which comprise the Fund Account, the Statement of Net Assets available for benefits and the related notes 1to 28, including
a summary of significant accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including FRS 102 ‘The Financial Reporting Standard applicable in
the UK and Republic of irefand’ {United Kingdom Generally Accepted Accounting Practice}.

In our opinion, the financial statements:

e give a true and fair view of the financial transactions of the Scheme during the year ended 5 April 2023, and of the
amount and disposition at that date of its assets and liabilities, other than liabilities to pay pensions and benefits
after the end of the year;

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

¢ contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditer) Regulations 1996, made under the Pensions Act 1535.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK} (ISAs (UK)) and applicable faw. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial
statements section of our report. We are independent of the Scheme in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfiled our
other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Trustee’s use of the going concern basis of accounting in the
preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on the Scheme’s ability to continue as a going concern for a period
of 12 months fram when the Scheme’s financial statements are authorised for issue.

Qur responsibilities and the responsibilities of the Trustee with respect to going concern are described in the relevant sections
of this report. However, because not all future events or conditions can be predicted, this statement is not a guarantee as o
the Scheme’s ability to continue as a going concern.

Other information

The other information comprises the information inciuded in the annual report, other than the financial statements, our
auditor’s report thereon and our auditor’s statement about contributions. The Trustee is responsible for the other
information contained within the annual report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in this report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the course of the audit or otherwise appears to be
materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on the work
we have performed, we conclude that there is a material misstatement of the other information, we are required to report
that fact.

We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE ASSOCIATED BRITISH FOODS PENSION SCHEME {continued)
Responsibilities of the Trustee

As explained more fully in the Trustee’s responsibilities statement set out on page 16, the Trustee is responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such internal control
as the Trustee determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements the Trustee is responsible for assessing the Scheme’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the Trustee either intends to wind up the Scheme or to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance but is not a guarantee that an audit conducted in accordance with [SAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud

frregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material misstatement
due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate concealment
by, for example, forgery or intentional misrepresentations, or through collusion. The extent to which our procedures are
capable of detecting irregutarities, inctuding fraud is detailed below. However, the primary responsibility for the prevention
and detection of fraud rests with the Trustee.

Our approach was as follows:

e We obtained an understanding of the legal and regulatory frameworks that are applicable to the Scheme and
determined that the most significant related to pensions legislation and the financial reporting framework. These
are the Pensions Act 1995 and 2004 (and regulations made thereunder), FRS 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland” and the Statement of Recommended Practice {Financial Reports of
Pension Schemes). We considered the extent to which a material misstatement of the financial statements might
arise as a result of non-compliance.

s  We understood how the Scheme is complying with these legal and regulatory frameworks by making enguiries of
the Trustee. We corroborated our enquiries through our review of the Trustee’s meeting minutes.

¢  We assessed the susceptibility of the Scheme’s financial statements to material misstatement, including how fraud
might occur by considering the key risks impacting the financial statements and documenting the controls that the
Scheme has established to address risks identified, or that otherwise seek to prevent, deter or detect fraud. in our
assessment, we considered the risk of management override of controls. Our audit procedures included verifying
cash balances and investment balances to independent confirmations, testing manual journals on a sample basis and
also those journals where there is an increased risk of override, and an assessment of segregation of duties. These
procedures were designed to provide reasonable assurance that the financial statements were free from fraud or
error.

e Based on this understanding, we designed our audit procedures to identify non-compliance with such laws and
regulations. Our procedures involved making enquiries of the Trustee for its awareness of any non-compliance of
laws or regulations, inspecting correspondence with the Pensions Regulator and review of Trustee’s minutes.

s The Scheme is required to comply with UK pensions regulations. As such, we have considered the experience and
expertise of the engagement team, including the use of specialists where appropriate, to ensure that the team had
an appropriate understanding of the relevant pensions regulations to assess the control environment and consider
compliance of the Scheme with these regulations as part of our audit procedures.
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INDEPENDENT AUDITOR’S REPORT TO THE TRUSTEE OF THE ASSOCIATED BRITISH FOODS PENSION SCHEME (continued)

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting
Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Use of our report

This report is made solely to the Scheme’s Trustee, as a body, in accordance with the Pensions Act 1995 and Regulations
made thereunder. Our audit work has been undertaken so that we might state to the Scheme’s Trustee those matters we are
required to state to it in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the Scheme’s Trustee as a body, for our audit work, for this report, or for the
opinions we have formed.

Ernst & Young LLP

Statutory Auditor

Reading

Date: 15 ™ SEPTEM R 2 202 3
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ASSOCIATED BRITISH FOODS PENSION SCHIEME

FUND ACCOUNT
For the year ended 5 April 2023

DB DC Total DB DC Total
2023 2023 2023 2022 2022 2022
Notes £000s £000s £000s £000s £000s £000s

Contributions and Benefits
Employer contributions 28,255 35,527 63,782 29,443 32,986 62,429
Employee contributions 4,838 33,832 38,670 5,348 31,200 36,548
Total contributions 3 33,093 69,359 102,452 34,791 64,186 98,977
Transfers in 4 - 1,003 1,093 - 1,580 1,580

33,093 70,452 103,545 34,791 65,766 100,557

Benefits paid and payable 5 {117,772}  {12,991) (130,763) ({116,153} (12,104) (128,257)
Payments to and on account of leavers {10,883}  (12,181) (23,064) {24,192}  (23,835) (48,027}
Administrative expenses 7 (6,762) - {6,762) (5,743) - (5,743)

(135,417)  (25,172) (160,589) (146,088)  (35,939) (182,027)

L]

Net {withdrawals) / additions from (102,324) 45,280 (57,044} (111,297} 29,827 {81,470)
dealing with members

Returns on investments

investment income 8 100,018 - 100,018 133,255 - 133,255
Taxation 9 (1,675) - {1,675) (1,353) - (1,353)
I[nvestment management expenses 10 {13,334) - {13,334) (30,661) - (30,661}
Change in market value of investments 11 {617,484) (65,348) (682,832} 239,671 81,121 320,792
Net returns on investments {(532,475) (65,348) (597,823} 340,912 81,121 422,033
Net {decrease] { increase during the year {634,795}  (20,068) (654,867} 229,615 110,948 340,563

Net assets of the Scheme
at the beginning of the year 4,296,564 880,423 5,176,987 4,070,019 766,405 4,836,424

Transfers between sections (3,226) 3,226 - {3,070) 3,070 -

Net assets of the Scheme
at the end of the year 3,658,539 863,581 4,522,120 4,296,564 880,423 5,176,987

Transfers between sections occur as a result of the net movement of DC deaths insured by DB, incapacity enhancements and
surplus of Trustee funds from member refund of contributions.

The notes on pages 22 to 41 form part of these financial statements.
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS

1.

Basis of preparation

The financial statements have been prepared in accordance with the Occupational Pension Schemes (Requirement to
obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting Standard 102 {FRS
102) — The Financial Reporting Standard applicable in the UK and Republic of frefand, and the guidance set out in the
Statement of Recommended Practice (Financial Reports of Pension Schemes) (SORP) {Revised 2018).

The Scheme has been established as a Trust under English Law.

The Scheme’s functional and presentation currency is pounds Sterling.

Accounting policies

Valuation of investments

vi}

vii}

viii)

ix)

Investments are included at fair value,

UK and foreign securities quoted on a recognised exchange are included in the Statement of Net Assets at
their bid price or official closing prices at the Scheme year end.

Accrued interest is excluded from the market values of fixed interest and index-linked securities {which are
thereby stated at “clean bid” prices).

Unquoted securities are included at fair value estimated by the Trustee based on professional advice.

Pooled investment vehicles are stated at bid price for funds with bid/offer spreads. The Scheme’s pooted
investment vehicles are not traded on an active market. Where there are no bid/offer spreads offered by
the fund manager the single price or Net Asset Value of the investment is quoted by the fund manager.

Private debt funds are stated at the [atest available cashflow adjusted valuations prepared in accordance
with International Private Equity and Venture Capital ({PEV’) Guidelines, including the IPEV guidance which
addressed how to reflect the impact of coronavirus.

Properties are included at open market value at the Scheme year end. The properties are revalued annually
at 31 March in accordance with the Royal Institution of Chartered Surveyors’ Appraisal and Valuation
Standards and the Practice Statement contained therein by CB Richard Ellis Limited, an independent
qualified firm of chartered surveyors, The Trustee considers that the valuation at 31 March is an acceptable
estimate of the open market value at the Scheme year end.

Derivatives are stated at fair value. Exchange traded derivatives are stated at fair values determined using
market quoted prices. For exchange traded derivative contracts which are assets, market value is based on
quoted bid prices. For exchange traded derivative contracts which are liabilities, market value is based on
quoted offer prices. Over the counter (OTC) derivatives are stated at fair value using pricing models and
relevant market data at 5 April. Forward foreign exchange contracts are valued at the difference between
the contract price and the price that would be required to close the contract at 5 April. All gains and fosses
arising on derivative contracts are reported within “change in market value”.

Where a fund manager enters into a repurchase “repo” contract i.e. they have agreed to sell a security and
agreed to repurchase at an agreed price/date sometime in the future, the obligation to repurchase the
security is recognised in the financial statements by recognising the security within investments and the
obligation to repurchase the security within investment liabilities. Where synthetic repurchase agreements
are used the cash received is recognised and the obligation to settle is recognised in investment liabilities.

With reverse repurchase agreements, securities received as colfateral are not recognised in the financial
statements, cash delivered to the counterparty is recognised as a receivable in the financial statements,

Swap coilateral is pledged to and received from counterparty banks. Collateral pledged is accounted for
within the net assets of the Scheme, whereas collateral received does not form part of the Scheme net
assets, as referred to in note 16 on page 30.
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ASSOCIATED BRITISH FOODS PENSION SCHEMI:

NOTES TO THE FINANCIAL STATEMENTS (continued)

2. Accounting policies {continued)

xE)

The change in market value of investments during the year comprises all increases and decreases in the
market value of investments held at any time during the year, including profits and losses realised on sales
of investments during the year.

Investment income

vii)

Dividends from quoted securities are accounted for when the security is declared ex-dividend.

Income from bonds is accounted for on an accruals basis and includes income bought and sold on purchases
and sales of bonds.

Receipts or payments under swap contracts which represent the difference between swapped cash flows,
are included in investment income,

Rents are earned in accordance with the terms of the lease.
Interest is accrued on a daily basis up to the Scheme year end or the 31 March.

Investment income is reported net of attributable tax credits but gross of withholding taxes which are
accrued in line with the associated investment income. Irrecoverable withholding taxes are reported
separately as a tax charge.

in general, investment income is accounted for on an accruals basis for the Pooled Investment Vehicles. It
is not distributed but reinvested within the Pooled Investment Vehicles and so reflected in the unit price
and accordingly within the change in market value of the investments. The exceptions are:

the Scheme's investments in Mercury Unquoted Security Trust where distributions of income are
made from time to time. Such distributions are treated as dividends and are accounted for on an
accruals basis when the distribution is declared.

the Scheme invests in a property unit trust which distributes rental income and management fee
rebates from time to time, which is accounted for on an accruals basis at the point when the rebate
is notified.

the Scheme holds various private debt funds which distribute income. This is accounted for on an
accruals basis when the distribution is declared.

Foreign currencies

Items denominated in foreign currencies are translated at the rate ruling at the Scheme year end. Transactions
executed in foreign currencies are transiated at the rate ruling at the date of the transaction. Differences arising on
investment balance translation are accounted for in the change in market value of investments during the year.

Contributions

Expenses

i)

Employer normal contributions are accounted for as at the pay period to which they relate.

Employer other and augmentation contributions are accounted for in accordance with the agreement
under which they are paid.

In respect of DB normal contributions, the employer makes a payment each month in excess of the total
contributions to be deducted from members’ pay, and this payment is accounted for on receipt. A running
record is kept of the contributions surptus and this is accounted for as prepaid contributions and disclosed
in note 22 on page 39.

In respect of DB member contributions including AVCs, members” actual contributions are recorded as at
the date of deduction from pay. For DC member contributions including AVCs, they are accounted for as
at the pay period to which they relate.

Expenses are accounted for on an accruals basis.
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ASSOCIATED BRITISH FOODS PENSION SCHEMI

NOTES TO THE FINANCIAL STATEMENTS (continued}

2. Accounting policies {continued)
Payments to or on behalf of members

i} Benefits, and any associated tax liabilities, are accounted for in the period in which they fall due. Where
the member has a choice, benefits are accounted for at the date at which the member notifies the Trustee
of his/her decision on the type or amount of benefits to be taken, or if there is no member choice, on the
date of retirement or leaving.

i} Opt cuts are accounted for when the Scheme is notified of the opt out.

iif) Individual transfers in or out of the Scheme are accounted for when member liability is accepted or
discharged, which is normally when the transfer amount is received or paid.

DB DC Total DB DC Total
2023 2023 2023 2022 2022 2022
£000s £000s £000s £000s £000s £000s
3, Contributions receivable

Employer contributions
Employer - normal 16,585 35,527 52,112 17,956 32,986 50,942
Employer - augmentation - - - 433 - 433
Employer - other 11,670 - 11,670 11,054 - 11,054

28,255 35,527 63,782 29,443 32,986 62,429

Employee contributions

Member - normal 4,328 31,148 35,476 4,660 28,314 32,974
Membey - AVCs 510 2,684 3,194 688 2,886 3,574
4,838 33,832 38,670 5,348 31,200 36,548

33,093 69,359 102,452 34,791 64,186 98,977

The augmentation payment in the Scheme year ended 5 April 2022 is the employer’s cost of providing unreduced early
retirement pensions for members who have retired following redundancy.

The employer pays other DB contributions to cover the Scheme’s payments in respect of DC Section administrative expenses,
the Pension Protection Fund levy and to fund life cover for members of the DC Section.

4, Transfers in
individual transfers in - 1,093 1,093 - 1,580 1,580
5. Benefits paid and payable
Pensions 104,017 - 104,017 100,675 - 100,675
Commutation of pensions and lump sum 12,867 6,420 19,287 14,652 6,452 21,104
retirement benefits
Purchase of annuities - 1,408 1,408 - 2,096 2,096
Lump sum death benefits 549 5,039 5,579 330 3,385 3,715
Taxation where lifetime or annual 348 124 472 496 171 667

allowance exceeded

117,772 12,991 130,763 116,153 12,104 128,257

6. Payments to and on account of leavers
Refunds to members leaving service - 14 14 - 8 8
Opt outs - 103 103 - 43 43
Individual transfers to other schemes 10,406 12,041 22,447 23,639 23,472 47,111
Transfers of pension credit on divorce 477 23 500 553 312 865

10,883 12,181 23,064 24,192 23,835 48,027
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)

DB DC Total DB DC Total
2023 2023 2023 2022 2022 2022
£000s £000s £000s £000s £000s £000s
7. Administrative expenses

Administration and processing 4,427 - 4,427 3,812 - 3,812
Actuarial fees 390 - 390 432 - 432
Audit fees 138 - 138 122 - 122
Legal and other professional fees 1,555 - 1,555 848 - 848
Pension Protection Fund Levies 306 - 306 585 - 585
Recovery of expenses {54} - (54} (56) - {56}

6,762 - 6,762 5,743 - 5,743

All administrative expenses for the DC Section are borne by the DB Section. These expenses and the Pension Protection Fund
Levy paid by the DB Section are reimbursed by additional contributions from the employer and are included in note 3
“Employer ~ other”.

Recovery of expenses relates to member charges on divorce and transfer out calculations and reimbursement of costs for
administrative tasks undertaken for other group schemes as detailed in note 24 on page 39.

8. investment income
Income and dividends from:
bonds 45,575 - 45,575 39,354 - 39,354
equities 28,849 - 28,845 27,977 - 27,977
pooled investment vehicles 47,755 - 47,755 48,007 - 48,007
repurchase agreements {12,206) - (12,206} {1,858) - {1,858)
derivatives {46,804) - (46,804) (130) - {130)
Net rent from properties 16,872 - 16,872 16,869 - 16,869
Interest on cash deposits 22 - 22 1 - 1
Other income 19,955 - 19,955 3,035 - 3,035
100,018 - 100,018 133,255 - 133,255
9. Taxation

The Scheme is a registered Pension Scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is therefore exempt from
income tax and capital gains tax. The tax charge in the Fund Account represents irrecoverable withholding taxes arising on
investment income.

10. Investment management expenses
Administration, management and 11,743 - 11,743 30,032 - 30,032
custody
Performance measurement services 73 - 73 82 - 82
Other advisory fees 1,518 - 1,518 547 - 547

13,334 - 13,334 30,661 - 30,661

The administration, management and custody fees for 2023 have reduced due to the assets falling over the course of the year
resulting in reduced performance fees from the investment managers.
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)

11.  Reconciliztion of investments
Value at Purchase atcost  Sales proceeds Change in Value at
Note 6 Apr 2022 and derivative  and derivative market value 5 Apr 2023
payments receipts
£000s £000s £000s £000s £000s

DB Section
Bonds 1,613,007 881,547 (640,541} (333,853) 1,519,760
Equities 1,093,018 644,440 (927,856) (65,533) 744,069
Pooled investment vehicles 12 1,657,565 200,297 (527,788) 15,724 1,345,802
Derivative contracts 15 248,329 342,621 {297,712) {146,490} 146,748
Property 408,020 1,513 (17,101} (79,897) 312,535
AVC investments 17 11,422 516 (749} (596) 10,593

5,031,365 2,070,934 (2,412,147} (610,645} 4,079,507
Cash 211,948 517 79,742
Other investment balances 9,051 {179) 25,738
Repurchase agreements (935,329} {7,177) (519,724)

4,317,035 (617,484) 3,665,263

The value of securities sold under repurchase agreements was £507.7m (2022 £790.1m)}.

DC Section
Pooled investment vehicles 12 878,109 73,393 {24,169} (65,348) 861,985

DC Section investments are all allocated to members.

DC Section investments are aflocated to provide benefits to individuals on whose behalf corresponding contributions are
paid. The investment manager holds the investment units on a pooled basis for the Trustee and the Scheme administrator
allocates investment units to members.

Transaction Costs

Transaction costs are included in the cost of purchases and deducted from sales proceeds. Direct transaction costs include
costs charge to the Scheme such as fees, commission and stamp duty.

Transaction costs analysed by main asset class and type of cost are as follows:

2023 2022

Fees & Taxes Commission Total Total

£000s £000s £000s £000s
Bonds - - - 1
Equities 684 507 1,191 917
Pooled Funds - - - 5
Derivatives - 7 7 32
Cash Instruments - - - 1
684 514 1,198 556
2022 486 470 - 956

In addition to the transaction costs disclosed above, indirect costs are incurred through the bid-offer spread on investments
within pooled investment vehicles and charges made within those vehicles.
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS {continued)

2023 2022
£000s £000s
12. Details of pooled investment assets held at year end
DB Section
Bond funds - 335,757
Cash funds - 68,829
Equity funds 202,544 263,510
Hedge funds 49 236
Private debt 956,422 791,964
Multi Asset Credit 186,787 197,273
1,345,802 1,657,569
DC Section
The underlying assets within the Target dated funds were:
Equity funds 666,607 666,640
Bond funds 159,682 176,830

826,289 843,470
The self-select funds available to members are invested in similar asset classes.
The value of these funds are as follows
Tier 2 — 4 Self select funds 35,696 34,639
861,985 878,109

13. Details of other investment balances - assets

DB Section

Pending trades 28,094 9,225
Cash collateral 10,218 833
Outstanding dividends and recoverable withhelding tax 15,604 16,369

53,916 26,427

14, Details of other investment balances - liabilities

DB Secticn

Pending trades 27,286 17,315

Cash collateral 892 61
28,178 17,376

Total other investrnent batances. 25,738 9,051

15, Derivatives

The Trustee has autherised the use of derivatives by their investment managers as part of their investment strategy for the
Scheme as follows:

Eutures — the Trustee did not want cash held to be ‘cut of the market’ and therefore bought exchange traded index based
futures contracts which had an economic value broadly equivalent to cash held.

Options —the Trustee’s airn is to match as far as possible the Liability Driven Investment (LDI) portfolio and the Scheme’s long

term liabilities, in particular in refation to their sensitivities to market prices. The Trustee has entered into OTC options that
extend the duration of the fixed income portfolio to hetter match the long term liabilities of the Scheme.
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS {continued)

15, Derivatives (continued)

Swaps — the Trustee’s aim is to match as far as possible the Liability Driven Investment (LD1) portfolio and the Scheme’s long
term liabilities, in particular in refation to their sensitivities to interest rate movements. The Trustee had entered inte OTC
interest rate swaps that extend the duration of the fixed income portfolio to better match the long term liabilities of the
Scheme.

Forward FX — in order to maintain appropriate diversification of investments within the portfolio and take advantage of
overseas investment returns, a proportion of the underlying investment portfolio is invested overseas. To balance the risk of
investing in foreign currencies whilst having an obligation to settle benefits in GBP, a currency hedging programme, using
forward FX contracts, has been put in place to reduce the currency exposure of these overseas investments to the targeted

fevel.
Net asset / Derivative Derivative
(liability) asset liability
2023 £000s £000s £000s
Futures - - -
QOptions 803 803 -
Swaps 131,277 509,845 (378,568)
Forward FX 14,668 17,926 (3,258)
As at 5 April 2023 146,748 528,574 (381,826}
Net asset / Derivative Derivative
{liability} asset liability
2022 £000s £000s £000s
Futures 381 769 (388)
Options 2,666 2,666 -
swaps 261,818 748,166 (486,348}
Forward FX {16,536} 6,310 (22,846}
As at 5 April 2022 248,329 757,911 {509,582)
Futures Number Notionai Aggregate Aggregate
of principal Asset Liability
Contracts £000s £000s £000s
As at 5 April 2023 the Scheme held no futures.
As at 5 April 2023 - - -
As at 5 April 2022 769 {388)
Options Number Notional Aggregate Aggregate
of Principal Asset Liability
Contracts £000s £000s £000s
uUS Market Index options 2 2 803 -
As at 5 April 2023 2 803 -
As at 5 April 2022 2,666 -
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)

15. Derivatives {continued}

Swaps

Type and number

QT1C
QT1C
QT1C
QT1C
OT1C
OT1C
OT1C
OT1C
OT1C
OT1C
OTC
OT1C
OTC
OTC
OTC
OT1C
oT1C
OTC
OT1C
OTC
OTC
OT1C
OT1C
OT1C
OTC

of contracts

As at 5 Aprit 2023

As at 5 Aprit 2022

151
29
22
28
10

123
26
19
22

55
11
11

14

MNP W

559

Forward FX

Currency Currency
Bought Sold
Sterling Euro
Sterling iPY
Sterfing uss
Sterling Various
Various Various

As at 5 April 2023

As at 5 April 2022

Abhreviations used:

INF =
RS =

inflation swap
interest rate swap
CCY = Currency Swap

Duration

15+ years
10-15 years
5-10 years
1-5 years
<1 year

15+ years
10-15 years
5-10 years
1-5 years
<1 year
10-15 years
15+ years
10-15 years
5-10 vears
1-5 years
15+ years
10-15 years
5-10 years
1-5 years
15+ years
10-15 years
5-10 years
1-5 years
15+ years
15+ years

Number

of contracts
7

4

16

16

42

85

Nature of
swap

INF UK
INF UK
INF UK
INF UK
INF UK
IRS UK
IRS UK
IRS UK
IRS UK
IRS UK
CCY UK
QIS5 UK
QIS5 UK
QIS UK
QIs UK
CCP IFS UK
CCP IF5 UK
CCP [F5 UK
CCPIFS UK
CCP OIS UK
CCP OIS UK
CCP OIS UK
CCP OIS UK
OIS Us
INF US

Sterling
equivalent
of currency
bought
£000s
487,836
22,010
772,289
32,302
95,538

Notional Aggregate Apgrepate
principal Asset Liability
£000s £000s £000s
610,616 91,648 (15,280}
237,158 17,194 (11,836)
182,186 23,070 (5,903)
295,121 32,254 (12,343)
62,163 8,211 (949)
1,185,732 122,414 (71,636}
307,131 25,764 (46,689}
165,387 20,367 (9,777)
304,614 42,858 (11,981}
15,341 753 (218)
28,686 8,333 (7,991}
494,516 96,672 (100,923)
241,675 2,956 (53,241}
103,755 2,618 (15,657}
74,478 319 (8,166)
81,119 3,011 (2,983)
37,856 2,552 (96}
43,023 1,012 (36}
4,160 485

217,131 3,376 (1,182}
6,296 147 -
59,267 379 (396}
69,089 693 -
2,300 527 -
26,040 2,227 (1,285)
509,845 (378,568)
748,166 (486,348}

Aggregate Aggregate

asset liability

£000s £000s

5,663 -

250 -

11,375 (1}

538 {22}

100 (3,235}

17,926 (3,258)

6,310 {22,846)

Forward FX = farward foreign exchange
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS {continued)

Forward FX and IRS derivatives are being used to generate additional return by exploiting short term pricing differences, by
obtaining exposure to specific markets without having to purchase specific investments or to eliminate short term risk. INF
derivatives are being used to provide the Scheme with longer term protection against changes in inflation and interest rates
that are not correlated with the underlying assets held in the Scheme.

16. Coliateral 2023 2022
Cash Collateral £000s £000s
CoHateral provided to counterparties but remaining within the net assets of the
Scheme:

Cash 12,763 1,555
UK Gilts 93,994 15,881
106,757 17,476

Collateral received from counterparties which does not form part of the net assets of

the Scheme:
Cash 93,928 251,912
UK Gilts 117,768 25,632
211,696 277,544
2023 2022
Repurchase Agreement Coliateral £000s £000s
Collateral provided to counterparties but remaining within the net assets of the
Scheme:
Cash 332 -
UK Gilts 6,140 64,340
6,472 64,340
Collateral received from counterparties which does not form part of the net assets of
the Scheme:
Cash 974 -
UK Gilts 7,702 615
8,676 615
2023 2022
£000s £000s
17. DB section AVC investments
AVC investments held on Mobius Life investment platform 5,424 5,989
Phoenix Life 5 5
Clerical Medical Investment Group 1,495 1,474
Prudential 84 83
ReAssure 19 19
Standard Life Assurance Company 3,566 3,852
10,593 11,422

The Trustee holds DB members’ AVC investments which are invested in money purchase type arrangements with the above
companies and which are separate from the main fund.

AVC investments for DC members are invested with the main DC investments of which £19.8m relate to AvVCs (2022: £19.5m).
The Clerical Medical valuation as at 5 April 2022 includes £314k in respect of one policy for which the provider was unable to

provide an updated valuation. The vaiue used has been calculated using the 5 April 2021 valuation and adjusted for any cash
movements within the current year.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

18. Fair value determination

The fair value of financial instruments has been disclosed using the following fair value hierarchy:

Level 1: The unadjusted quoted price in an active market for identical assets or liabilities that the entity can access
at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. developed using market
data) for the asset or Hability, either directly or indirectly.

Level 3: Inputs are unobservable {i.e. for which market data is unavailabie) for the asset or liability.

The Scheme’s investment assets and liabilities have been included at fair value using the above hierarchy categories as

follows:
Level 1 Level 2 Level 3 Total
As at 5 April 2023 £000s £000s £000s £000s
DB Section
Equities 733,238 1,568 9,263 744,069
Bonds 3,430 1,496,815 19,515 1,519,760
Property - - 312,535 312,535
Pooled investment vehicles - 202,544 1,143,258 1,345,802
Derivatives 803 145,945 - 146,748
AVC investments - - 10,593 10,593
Cash 79,742 - - 79,742
Repurchase agreements - {519,724) - {519,724)
Other investment halances 16,412 9,326 - 25,738
833,625 1,336,474 1,495,164 3,665,263
DC Section
Pooled investment vehicles - 861,985 - 861,985
Total 833,625 2,198,459 1,495,164 4,527,248
Level T Level 2 Level 3 Total
As at 5 April 2022 £000s £000s £000s £000s
DB Section
Equities 1,071,065 1,964 19,989 1,093,018
Bonds - 1,585,222 27,785 1,613,007
Property - - 408,020 408,020
Pooled investment vehicles - 668,096 989,473 1,657,569
Derivatives 3,047 245,282 - 248,329
AVC investmenis - - 11,422 11,422
Cash 211,948 - - 211,948
Repurchase agreements - (935,329} - {935,329)
Other investment balances 8,279 772 - 9,051
1,294,339 1,566,007 1,456,689 4,317,035
DC Section
Pooled investment vehicles - 878,109 - 878,109
Total 1,294,339 2,444,116 1,456,689 5,195,144
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NOTES TO THE FINANCIAL STATEMENTS (continued)

19.  Property
At the year end the Scheme holds direct property with a value of £312.5m {2022: £408.0m}.

20. Investment risk disclosures

FRS 102 requires the disciosure of information in relfation to certain investment risks. These risks are set out by FRS 102 as
follows:

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

Market risk: this comprises currency risk, interest rate risk and other price risk.

. Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes
in foreign exchange rates.

® Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate hecause of
changes in market interest rates.

. Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial
instruments traded in the market.

The Trustee determines its investment strategy after consulting with professional advisers. The Scheme has exposure to these
risks because of the investments it makes in its investment strategy set out below. The Trustee manages investment risks,
including credit risk and market risk, within agreed limits which are set taking into account the Scheme’s strategic investment
objectives. These investment objectives and risk limits are implemented through the investment management agreements
in place with the Scheme’s investment managers and monitored by the Trustee by regular reviews of the investment
portfolio. Further information on the Trustee’s approach to risk management, credit and market risk is set out heiow. This
does not include AVC investments as these are not considered significantin relation to the overall investments of the S5cheme.
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NOTES TO THE FINANCIAL STATEMENTS [continued)

20. investment risks (continued}

Defined Benefit Section (DB Section)

(i) Investment strategy

The investment objective of the DB Section is to maintain a portfolio of suitable assets of appropriate liquidity which will
generate investment returns to meet, together with future contributions, the benefits of the DB Section payable under the
Trust Deed and Rules as they fall due.

The Trustee sets the investment strategy for the DB Section taking into account considerations such as strength of the
employer covenant, the long term liabilities of the DB Section and the funding agreement with the Employer. The investment
strategy is set out in its Statement of Investment Principtes {SIP}.

The current strategy is to hold:

. 56.50% in investrments that move in line with the long term liabilities of the DB Section. This is referred to as LDI and
comprises UK and overseas government and corporate bonds, repurchase agreements and interest rate swaps, the
purpose of which is to hedge against the impact interest rate movement on long term liabilities.

. 41.50% in return seeking investments comprising UK and overseas equities, equities futures, investment property,
hedge funds and private debt,

. 2.00% in cash held in UK and overseas currencies.

To protect the overseas investments a currency hedge strategy has been established thereby minimising foreign exchange
risk.

{ii} Credit risk

The DB Section is subject to credit risk because the Trustee elects to invest in bonds, OTC derivatives, has cash balances and
enters into repurchase agreements. The DB Section also invests in pooled investment vehicles and is therefore directly
exposed to credit risk in relation to the instruments it holds in the pooted investment vehicles. The DB Section is indirectly
exposed to credit risks arising on the financial instruments held by the pooted investment vehicles excluding Equity and Hedge
Funds shown in note 12.

Investment grade Non-investment Unrated Totat
2023 grade
£000s £000s £000s £000s
Bonds 750,092 89,655 680,013 1,519,760
OTC Derivatives - - 146,748 146,748
Cash 2,243 - 77,499 79,742
Repurchase agreements - - (519,724} (519,724}
Pooled Funds? - - 1,345,802 1,345,802
752,335 89,655 1,730,338 2,572,328
Investment grade Non-investment Unrated Total
2022 grade
£000s £000s £000s £000s
Bonds 787,954 109,921 715,132 1,613,007
OTC Derivatives - - 247,948 247,948
Cash - - 211,948 211,948
Repurchase agreements - - {935,329) (935,329)
Pooled Funds® - - 1,657,569 1,657,569
787,954 109,921 1,897,268 2,795,143

pue to their Structure, Pooled Funds are classed as unrated, however the investments held within them will be a
combination of investment grade and non-investment grade.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

20. Investment risks (continued)

Defined Benefit Section {DB Section} (continued)
(ii} Credit risk {continued)

Credit risk arising on bonds held directly is mitigated by predominantly investing in government bonds where credit risk is
minimal, or corporate bonds which are rated at least investment grade. Credit risk arising on other investments is mitigated
by investment mandates requiring all counterparties to be at least investment grade credit rated. This is the position as at
the year end.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter. OTC derivatives
contracts are not guaranteed by any regulated exchange and therefore the DB Section is subject to risk of failure of the
counterparty. The credit risk for OTC swaps Is reduced by coltateral arrangements. Credit risk also arises on forward foreign
currency contracts. There are no collateral arrangements for these contracts but ali counterparties are required to be at least
investment grade. This is the position at the year end.

Cash is held within finandial institutions which are at least investment grade credit rated. This is the position as at the year
end.

Credit risk on repurchase agreements is mitigated through collateral arrangements. The amounts due from counterparties
in relation to reverse repurchase transactions and the amounts received from counterparties are outlined in note 16.

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled arrangements
being ring-fenced from the pooled managers, the regulatory environments in which the pooled managers operate and
diversification of investments amongst a number of pooted arrangements. The Trustee carried out due diligence checks on
the appointment of new pooled investment managers and on an ongoing basis monitored any changes to the regulatory and
operating environment of the pooled managers.
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NOTES TO THE FINANCIAL STATEMENTS (continued)

20. Investment risks (continued)

Defined Benefit Section (DB Section) {continued)
(i} Credit risk {continued)

A summary of pooled investment vehicles by type of arrangement is as follows:

2023 2022

£000s £000s

Irish Collective Asset Vehicle - 77,195
Open Ended Investment Company - 68,829
Limited Partnership 956,471 792,200
irish Qualifying Investor Alternative Fund 186,787 197,273
Authorised Unit Trust 202,544 263,510
Insurance Policy - 258,562

1,345,802 1,657,569

(i) Currency risk
The Scheme was subject to direct currency risk because some of the DB Section’s investments are held in overseas markets.

The Scheme is also exposed to indirect currency risk via the underlying holdings in its pooled investment vehicles shown in
note 12.

The Trustee has set a benchmark limit to overseas currency exposure which is achieved through a currency hedging policy.
This was the net currency exposure at the year end.

2023 2022

£000s £000s

US Dollar 592,949 489,417
Japanese Yen 22,879 15,946
Euro 253,894 157,175
Canadian Dollar 6,185 7,877
Australian Dollar 6,456 6,781
Swiss Franc 9,977 12,404
Other 100,774 185,601

993,114 875,201
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NOTES TO THE FINANCIAL STATEMENTS (continued)

20. Investment risks {continued)

(iti} Currency risk {continued)

The other currencies are split as follows:

2023 2022

£000s £000s

UAE Dirham 809 -
Brazilian Reat 1,810 2,608
Danish Krone 20,977 48,458
Hong Kong Dollar 38,089 63,362
Korean Won 1,109 5,815
Indonesia Gourde 1,093 775
Norwegian Krone 7,128 10,358
Swedish Krona 15,171 38,578
Singapore Dollar 5,647 2,328
Thailand Baht 1,170 934
Turkish Lira 427 1,994
New Taiwan Dollar 7,344 9,141
South African Rand - 1,250
100,774 185,601

(iv) Interest rate risk

The DB Section is subject to interest rate risk because some of the DB Section’s investments are held in bonds, interest rate
swaps, either as segregated investments or through pooled vehicles and cash. The Trustee has set a benchmark for total
investment in bonds and interest rate swaps of 16.5% of the total investment portfolio, as part of their LDI investment
strategy. Under this strategy, if interest rates fall, the value of the LDf investments will rise to help match the increase in
actuarial liabilities arising from a fall in the discount rate. Similarly, if interest rates rise, the LDl investments will fall in value,
as will the actuarial liabilities because of an increase in the discount rate. At the year end the LDI portfolio represented 20.09%
of the total investment portfolio (2022: 16.94%).

2023 2022
£000s £000s

Direct
Bonds 1,519,760 1,613,007
Swaps 131,277 261,818
1,651,037 1,874,825

The Scheme is also exposed ta indirect interest rate risk via the underlying holdings in its pooled investment vehicles excluding
Equity and Hedge Funds shown in note 12,
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ASSOCIATED BRITISH FOODS PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS {continued)

20. Investment risks {continued)

(v} Other price risk

Other price risk arises principally in relation to the Scheme’s return seeking portfolio which includes directly held equities,
equities held in paoled vehicles, equity futures and investment properties. The Scheme has set a target asset allocation of
41.5% of investments being held in return seeking investments. This was the position at the year end.

The Scheme manages this exposure to overall price movements by constructing a diverse portfolio of investments across
various markets,

2023 2022
£000s £000s
Direct

Equities 744,065 1,093,018
Equity Options 803 2,666
Property 312,535 408,020
1,057,407 1,503,704

Indirect
Equity Pooled Funds 202,544 263,510

Defined Contribution Section {DC Section)

(i) Investment strategy

The Trustee’s objective is to make available to members of the Scheme an appropriate range of investment options designed
to generate income and capital growth, which together with new contributions from members and the employer, will provide
a retirement amount with which the member can purchase a pension annuity {or other type of pension product). The SIP
outlines the investment objectives and strategy for the DC Section assets of the S5¢cheme.

As disclosed in detail in the Investment Report on page 14, the Trustee offers the members Target Date Funds and tier 2-4
Self Select Funds.

The investment funds offered to members are white label funds provided by AllianceBernstein as follows:

e Equity
s Bonds
« (Cash

¢ Diversified Growth

Due to the value of the seff-select funds in comparison to the value of the Target Date Funds, the risk disclosures primarity
concentrate on the risks associated with the Target Date Funds.

The Trustee has an investment management agreement in place with AllianceBernstein that sets out guidelines for the
underlying investments held by the funds. The day to day management of the underlying investments is the respansibility of

Mobius Life, including the direct management of credit and market risks.

The Trustee monitors the underlying risks by gquarterly investment reviews with AllianceBernstein.
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NOTES TO THE FINANCIAL STATEMENTS {continued)

20. Investment risks {continued}

(i) Credit risk
The DC Section is subject to direct credit risk in relation to AllianceBernstein through its holding in unit linked insurance funds
provided by AllianceBernstein.

AllianceBernstein is regulated by the Financial Conduct Authority and maintains separate funds for its policy holders. The
Trustee monitors the creditworthiness of AllianceBernstein by reviewing published credit ratings. AllianceBernstein invests
all the Scheme’s funds in its own investment linked funds and it does not use other investment funds or reinsurance
arrangements. In the event of default by AllianceBernstein the Scheme is protected by the Financial Services Compensation
Scheme.

The DC Section is also subject to indirect credit and market risk arising from the underlying investments held in the white
fabel funds. Member level risk exposures will be dependent on the funds invested in by members.

At the Scheme year end the bond funds per note 12 were exposed to underlying credit risk.

A summary of pooled investment vehicles by type of arrangement is as follows:

2023 2022
£000s £000s
Unit Linked Insurance Policy 861,985 878,109

{iif) Market risk

The Scheme’s DC Section is subject to indirect currency, interest rate and other price risk arising from the underlying financial
instruments held in the funds managed by AllianceBernstein.

The Equity Fund element of the Target Date Funds per note 12 is exposed to currency risk and other price risks.

The Bond Fund element of the Target Date Funds per note 12 is exposed to currency risk and interest rate risk.

DB DC Total DB DC Total
2023 2023 2023 2022 2022 2022
£000s £000s £000s £000s £000s £000s

21. Current assets
Prepayments 146 - 146 88 - 88
Contributions due from employers 49 101 150 - 4 4
Contributions due from members 3 107 110 - 3 3
Recoverable VAT 1,101 - 1,101 99 - 99
Rent due from tenants 4,166 - 4,166 2,084 - 2,084
Other debtors 167 - 167 50 - 50
Cash at bank 12,785 4,377 17,162 11,802 3,033 14,835
18,417 4,585 23,002 14,123 3,040 17,163

Prepayments for 2023 and 2022 comprise of pension payroll, administrative costs and computer licence fees paid in advance

DC cash at bank is allocated to members and the Trustee as follows:

2023 2022

£000s £000s

Members 4,301 3,022
Trustee 76 11
4,377 3,033
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DB DC Total DB DC Total
2023 2023 2023 2022 2022 2022
£000s £000s £000s £000s £000s £000s

22, Current liabilities
Rent prepaid by tenants 3,580 - 3,580 3,538 - 3,538
Accrued expenses 4,948 - 4,948 14,086 - 14,086
Tax payable 1,926 100 2,026 1,982 159 2,141
Benefits payable 836 1,104 1,940 1,632 567 2,199
Contributions prepaid 13,851 1,785 15,636 13,356 - 13,356
25,141 2,989 28,130 34,594 726 35,320

23. Employer related investments

There is an indirect employer-refated investment inherent in the DC Section’s participation in Amundi {Index MSCl Worid
Climate Transition CTB Fund, Global Multi-Factor Equity Fund and Index MSCl World SRI Fund) and Aegon {Investment Grade
Bond and Pension Corporate Bond Fund) because ABF shares are included in the FTSE Ali-Share Index. The level of employer
refated investment is immaterial as at 5 April 2023 and 5 April 2022,

There was no indirect investment in Associated British Foods Plc within the DB Section as at 5 April 2023 or 5 April 2022,
There was no direct investment in Associated British Foods Plc within the DB or DC Section as at 5 April 2023 or 5 April 2022.

24. Related party transactions

The Scheme receives employee and employer contributions in respect of Trustee Directors who are Scheme members. The
Scheme also pays benefits to former Trustee Directors who have retired. Such transactions are received/paid in accordance
with the Schedule of Contributions and Trust Deed and Rules.

Remuneration of £67,968 (2022 £66,691) was paid for the services of the Chairman, and £1,252 (2022: £597) was paid in
respect of Trustee expenses.

The sponsoring employer, ABF Plc, pays the salaries and the employers’ pension costs in respect of the employees of the ABF
Group Pensions Department. Other costs relating primarily to computer network support, are recharged to the Scheme one
year in arrears and are included in the administration and processing costs shown in Note 7. Recoverahle VAT on the Scheme’s
administration expenses is refunded to the Scheme by ABF Plc also one year in arrears.

The Scheme is reimbursed for administrative tasks it undertakes for other pension schemes connected with the ABF Group
and for a charity. The recoverable amount shown in Note 7 includes:

2023 2022

£000s £000s

Weston Provident Fund {charity) 42 42
Member charges for divorce calculations 12 14
54 56

During the year, the sponsoring employer ABF Plc paid a £100m loan to the Scheme to assist with the settlement of coltateral
following the mini-budget as explained on page 8 of the Trustee report. The loan was repaid within twenty-four hours with
interest of £8,052.
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25, GMP Equalisation

As explained on page 6 of the Trustee’s report, the Trustee is already taking steps to equalise the benefits of male and female
members currently in the Scheme foliowing the High Court ruling in the first judgement of October 2018, this work is being
preceded by undertaking a full reconciliation of data held by the Trustee with that held by the DWP. These GMP equalisation
projects will now be extended to include historic cash equivalent transfer payments paid out of the Scheme following the
second judgement made on 20 November 2020. The Trustee will be undertaking projects to revisit cash equivalent transfer
values paid to former members with a view to make top up payments where members have not been paid their full
entitlement (equalised benefits). Furthermore, the Trustee with the help of the Scheme Actuary and the Legal Advisors is
also considering the implications of the judgement on past transfers made by way of bulk transfer from the Scheme and
Individual transfers made under the rules of the Scheme as opposed to CETV. The Trustee is also reviewing the need to take
action to equalise the benefits payable to members in respect of historic transfer payments received by the Scheme where
those benefits are inadequate due to the effect of GMPs accrued under the transferring schemes. The implication of the
rulings mentioned above on the Scheme and the equalisation of guaranteed minimum pensions between men and women,
in the context of the rules of the Scheme and the value of any liability, is estimated not to be material to the figures presented
in these accounts. The amount is in the process of being finalised but is not expected to be material to the accounts. The
Trustee has therefore not included a liability in respect of these matters in these financial statements. They will be accounted
for in the year they are determined.

26. Concentration of investments

The investments {other than UK Government Securities} which were more than 5% of the total value of the net assets of the
Scheme at year end were:

2023 2022
£000s % £000s %
SCHRODER QEP GL ACT VA-X INC fund (DB Section) 202,544 4,48 263,510 5.09

27. Contractual commitments

The Trustee has undrawn commitments relating to funds held at the end of the year as follows:

2023 2022

£000s £000s

Alcentra 9,652 14,115
Arcmont I 11,881 13,106
Arcmont [ 7,808 13,347
Arcmont SLF 16,559 24,774
Ares || 8,375 8,215
Ares il 5,812 5,702
Ares [V 10,399 9,531
Ares V 11,814 34,836
Beachpoint IV 10,293 38,084
Bridgepoint 14,892 11,207
Cordet 14,545 10,502
Cordet 1| 13,294 13,041
Hayfin Il 29,010 19,735
Hayfin Kl 33,993 42,265
HiG 6,766 1,603
Mezzvest [H 2,511 2,464
Mezzvest IV 2,472 12,085
Mezzvest V 18,705 39,878
Morpgan Stanley 11,043 12,425
Muzinich 3,067 6,743
Muzinich [l 12,188 -
Neuberger I 3,570 10,102
Neuberger iV 23,362 39,671
Ninety One Global 40,420 -
322,831 383,835
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28. Subseguent events

During the year the Trustee agreed to a recommendation by the Pensions Management Team to replace Bank of New York
Melon as custodian of the Scheme with Northern Trust. The transition took effect on 1 August 2023.
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INDEPENDENT AUDITOR’S STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEE OF THE ASSOCIATED BRITISH FOODS
PENSION SCHEME

We have examined the summary of contributions to the Associated British Foods Pension Scheme for the Scheme year ended
5 April 2023 which is set out on page 43.

In our opinion contributions for the Scheme year ended 5 April 2023 as reported in the summary of contributions and payabie
under the schedule of contributions have in all material respects been paid at least in accordance with the schedule of
contributions certified by the Scheme Actuary on 9 December 2020,

Scope of work on Statement about Contributions

Our examination involves ohtaining evidence sufficient to give reasonable assurance that contributions reported in the
summary of contributions on page 43 have in all material respects been paid at least in accordance with the schedule of
contributions. This includes an examination, on a test basis, of evidence relevant to the amounts of contributions payable to
the Scheme and the timing of those payments under the schedule of contributions.

Respective responsibilities of the Trustee and the Auditor

As explained more fully in the Statement of Trustee’s Responsibilities, the 5cheme’s Trustee is responsible for preparing, and
from time to time reviewing and if necessary revising, a schedule of contributions and for monitoring whether contributions
are made to the Scheme by the employer in accordance with the schedule of contributions.

It is our responsibility to provide a Statement about Contributions paid under the schedule of cantributions and to reportour
opinion to you,

Use of our statement

This statement is made solely to the Scheme’s Trustee, as a body, in accordance with regulation 4 of the Occupational Pension
Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the
Pensions Act 1995. Our audit work has been undertaken so that we might state to the S5cheme’s Trustee those matters we
are required to state to it in an auditor’s statement and for no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the Scheme’s Trustee as a body, for our work, for this statement,
or the opinions we have formed.

Ernst & Young LLP
Statutory Auditor

Reading
pate; 15 ™ SR Tem? . 2022

42









ASSOCIATED BRITISH FOODS PENSION SCHEME

REPORT ON ACTUARIAL LIABILITES

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective, which is to have
sufficient and appropriate assets to cover its technical provisions. The technical provisions represent the present value of the
benefits members are entitled to based on pensionable service to the valuation date. This is assessed using the assumptions
agreed between the Trustee and the Employer and set out in the Statement of Funding Principles, which is available to
Scheme members on request.

The most recent full actuarial valuation of the Scheme was carried out as at 5 April 2020. An update to the valuation was
performed on 5 April 2022. These showed that on those dates:

Actuarial Valuation as at | Actuarial update as at
5 April 2020 5 April 2022
The value of the Technical Provisions £3,619 million £3,346 million
The value of the assets £3,317 mitlion £4,298 million
Funding level 92% 128%

The method and significant actuarial assumptions used to determine the technical provisions are as follows (all assumptions
adopted are set out in the Appendix to the Statement of Funding Principles):

Method
The actuarial method used in the calculation of the technical provisions is the Projected Unit Method.
Significant actuarial assumptions

Investment return {discount rate)

The discount rate used is a term structure derived from the yields on UK Government conventional gilt stocks appropriate to
the date of each future cashflow {extrapolated for cashflows beyond the longest available yields) plus an additional time
based outperformance to reflect the prudent allowance the Trustee has agreed for additional investment returns, The time
hased investment outperformance over the giit yield curve assumed for the 5 April 2020 valuation is shown in the table below.

Year Qutperformance
2020/21 2.50%
2021/22 2.50%
2022/23 2.50%
2023/24 2.50%
2024725 2.50%
2025/26 1.20%
2026/27 1.20%
2027/28 1.20%

2028/29 onwards 0.50%
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Future Retail Prices Index (RP1) inflation

The assumption for the rate of increase in the Retai! Prices Index {RP1) will be a term structure derived from the difference
between the yield on conventional and index-linked UK Government bonds at the date of each future cashflow {extrapolated
for cashflows beyond the longest available bonds), with allowance for an appropriate inflation risk premium adjustment; at
the 5 April 2020 valuation the adjustment was a deduction of 0.1% per annum until 2028 and no deduction thereafter.

Future Consumer Price Index {CP1} inflation

The assumption for the rate of increase in the Consumer Price Index (CPI) will be derived from the RP1 inflation assumption
with an appropriate adjustment to recognise the difference between expectations of future RPI increases and future CPI
increases. The adjustment will be reviewed at each vaiuation; at the 5 Aprif 2020 valuation the adjustment was a deduction
of 0.7% per annum until 2025, a deduction of 0.4% per annum between 2025 and 2030 and no deduction thereafter.

Salary

The assumption for real salary increases (salary increases in excess of CPI inflation) will be determined after consulting the
Employer, but as a starting point the Trustee will use an assumption of 1.0% per annum. No additional allowance has been
made for promotional increases.

Pension increases

Pension increases linked to inflation are set in line with the relevant inflation assumption, adjusted to reflect any caps or
collars on the annual pension increase.

Mortality

For the 5 April 2020 vafuation the mortality tables are 53 Year of Birth tables for males and 53_middle Year of Birth tables for
females with weightings of 104% for males and 98% for females. Future improvements are based on the CMI 2019 model
with a smoothing parameter of 7.5, core initial improvements parameter and long term improvement rate of 1.75% per
annum,
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APPENDIX 1: STATEMENT OF INVESTMENT PRINCIPLES

1. Introduction

The purpose of this Statement of Investment Principles (“SIP”) is to record the investment arrangements {and the
rationale behind those arrangements) adopted by the Trustee of the Associated British Foods Pension Scheme (“the
Scheme”) in accordance with the requirements of Section 35 of the Pensions Act 1995, as amended by the Pensions
Act 2004 and Occupational Pension Scheme (Investment) Regulations 2005,

This SIP has been prepared after obtaining written professional advice from Mercer Limited {“Mercer”), the
“Investment Consultant”, which is regulated by the Financial Conduct Authority {(“FCA”). Where matters described
in this Statement may affect the Scheme’s funding policy, input has also been obtained from the Scheme Actuary.
The Trustee will obtain similar advice whenever it reviews this Statement,

The Trustee’s investment powers are set out within the Scheme’s governing documentation and relevant legistation.
The Trustee notes that, according to the law, it has ultimate power and responsibility for the Scheme’s investment
arrangements.

The Trustee will seek to maintain a good working relationship with the sponsoring Company, Associated British Foods
plc, and will discuss any proposed changes to this Statement with the Company. However, the Trustee’s fiduciary
obligations to Scheme members will take precedence over the Company’s wishes, should these ever conflict.

The Trustee believes that the investment policies and their impiementation are in keeping with best practice,
including the principles underlying the {(Myners} Code of Best Practice for pension fund investment published in 2001

and the Updated Principles and best practice guidance published in 2008.

The Scheme’s investment arrangements, based on the principles set out in this Statement, are detailed in the
Investment Implementation Policy Document {“IIPD”). Both are available to members on request.

The Scheme is governed by its Trust Deed and Rules which sets out all of the benefits in detail and specifies the
Trustee's investment powers. The investment powers do not conflict with this Statement.

2. Scheme Structure

The Scheme has two sections — the Defined Benefit Section {“DB Section”) and the Defined Contribution Section (“DC
Section”}.

3. Scheme Governance
A brief overview of the various parties involved in the Scheme’s governance structure is set out befow.
The Trustee
The Scheme’s assets are held in trust by the Trustee. The Trustee is responsible for the investment of the Scheme’s
assets {although members of the DC Section choose the funds in which to invest from a range of funds made available

by the Trustee).

The Trustee has appointed its investment Consultant to provide relevant advice to the Trustee. The Trustee also
takes advice as appropriate from the Scheme Actuary and other professional advisers.

The Trustee has established an Investment Sub-Committee {the “ISC”) to focus on investment matters. The role of

the i5C is to assume decision making responsibility in the area of specialist investment matters typically including
manager selection and structure decisions.
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The Investment Consultant

Mercer has been appointed as the Investment Consultant to the Trustee for both Sections. The details of the
Consultant’s appointment, in terms of both obligations and remuneration, are contained in a signed agreement
between the Trustee and the Consultant. Mercer provides the Trustee with sufficient information to ensure that
they are fully informed as to the decisions they take and to monitor those that they delegate.

The Investment Muanagers

The Trustee has chosen to entrust the day-to-day management of the DB Section’s investments to the Investment
Managers as specified in the 1IPD.

Details of the DB Section’s strategic framework, within which the investment Managers operate and a listing of the
Scheme’s current portfolios managed by the Investment Managers {including a description of the mandates and
benchmarks) is set out in the lIPD.

Until the 31% July 2023, the Trustee appointed an independent performance measurement company, BNY Mellen
Performance & Risk Analytics Europe Limited, independent of the Investment Managers to calculate return and risk
measures for each Investment Manager's portfofio and for the assets in aggregate. From 1% August 2023, the
Northern Trust Company {NT) became the appointed independent performance measurement company. The
Performance Measurer provides quarterly reports to the Trustee and more detailed reports on an annual basis. The
investment consultant also provides quarterly reports.

The ISC meets the active investment managers at least annually and, if circumstances require, more frequently to
review the managers” actions together.

The Custodian

The Scheme’s custodian was Bank of New York Mellon (“BNYM”) until 31 July when they were replaced by NT. The
custodian is respansible for the safekeeping of the Scheme's assets held in segregated portfolios and for performing
the associated administrative duties such as trade settlement, dividend collection, corporate actions, tax reclamation
and proxy voting. The Scheme’s assets that are held in pooled funds or collective vehicles will be the under the
safekeeping of the pooled fund’s own custodian.

The Scheme Actuary

Mr James Bourne of Mercer Limited has been appointed as the Scheme Actuary. The Scheme Actuary performs a
valuation of the Scheme at least every three years, in accordance with regulatory requirements. The main purpose
of the Actuarial Valuation is to assess the extent to which the assets cover the accrued liabilities and agree an
appropriate funding strategy for the Scheme.

The Bundled DC Provider

The Scheme’s DC default investment arrangements are Target Date Funds managed by Alliance Bernstein by way of
an insurance contract using an investment platform with Mabius Life, the “Bundled DC Provider”. All other
investments for the DC Section are also held on the same investment platform. The terms are contained in the
documentation provided by the Bundled DC Provider to the Trustee. Either the investment managers ot the specific
funds in which the DC Section invests are regulated by the FCA.
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4.1

4.2

Defined Benefit Section

Investment Ohbjective

The Trustee believes its prime objective is to invest the Scheme assets in such a manner that it is likely that the
Scheme liabilities can be met.

The estimated liabilities are a series of projected cash flows calculated on assumptions contained in the valuation
basis. In theory, the matching asset would be a portfolio of UK Government bonds that provided these projected
cash flows in all future economic scenarios. Given the discrete number of UK Government bonds available, such a
combination is unlikely to exist in practice. It is nonetheless a valid reference point against which fo assess
investment strategies that can be implemented in practice.

In agreeing to adopt this investment objective, the Trustee has taken into account the Company's view that some
risk should be taken in an attempt to reduce the cost of providing the benefits that which would be expected from
adopting a fully matched investment strategy.

Investment Policy
Strategic Management

There is a broad target benchmark split between asset classes for the DB Section. The strategic framework including
benchmarks is outlined in the HPD.

Interest rate and inflation risk exposures will also be managed via Insight, the Liability Driven Investments {“LDI"}
manager. The management of these exposures is implemented using a combination of a swap and derivative overlay
and the interest rate and inflation characteristics of existing physical bond holdings within the portfolio.

The Trustee selected the strategic benchmark to reflect that the Scheme liabilities would change in value in a simifar
manner to changes in the fevel of the UK government bond markets, The Trustee expects that there will be a small
return premium above government bonds from non-government bonds and a farger return premium from equity
markets. The Trustee expects there will be periods when equities, property and credit underperform government
bonds and is prepared (as is the Company) to accept this risk.

Implementation of the strategy is via a range of active investment managers whose roles are set out in the IPD, as
well as Insight {the LDI manager), directly held property and BlackRock (the passive currency manager}. The Trustee
uses NT as the overall custodian of the Scheme assets.

When considering appropriate investments for the Scheme, the Trustee has obtained and considered the written
advice of a suitability qualified investment adviser. The advice received and arrangements implemented are, in the
Trustee’s opinion, consistent with the requirements of Section 36 of the Pensions Act 1995 {as amended).

Day-to-day Management

The Trustee implements its investment strategy by delegating the day-to-day management of the DB Section’s assets
to the investment Managers. Details of the Investment Managers as well as the mandates are set out in the 1IPD.

The Trustee employs more than one manager to limit the risk to the Scheme as a whole of one manager
underperforming for a period.

The Trustee’s policy on apportioning assets between the managers is to invest the assets such that the resulting
asset allocation reflects the Scheme-specific benchmark.

Currency Hedging
BlackRock has been appointed as a passive currency manager for the Scheme. This is done by hedging 50% of the

overseas equity, pfus hedging 100% of the overseas private debt exposure in the six major currencies — US Dollar,
Canadian Dollar, Swiss Franc, Eurg, fapanese Yen and Australian Dollar. The hedging arrangements, particularly the
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4.3

level of hedging and asset classes included, were developed in consultation with the Scheme’s Investment
Consultant.

Rebalancing

Under normal circumstances at the end of each calendar guarter, the actual hond/equity allocation will be reviewed.
If the portfolio allocation is outside the agreed range for bonds then, under normal circumstances, the portfolio
allocation will be moved back towards the neutral position. In order to reduce dealing costs, the allocation may not
be rebalanced to the neutral allocation, but to 2% away from this position. Under normal circumstances, property
and cash wili not form a part of the rebalancing process. Any decision to not rebalance i the allocations fall outside
of the stated ranges will not be deemed as a breach of this SIP.

Investment Risk

Before deciding to take investment risk relative to the liabilities, the Trustee received advice from the Investment
Consultant and Scheme Actuary and held discussions with the Employers. In particular, the Trustee considered
carefully the following possible conseguences:

» The assets might not achieve the excess return relative to the liabilities anticipated. This would result in
deterioration in the DB Section’s actuarial position.

»  The relative value of the assets and liabilities will be more volatile than if investment risk had not heen taken.
This wiil increase the likelihood of there being a shortfall of assets relative to the liabilities in the event of
discontinuance of the DB Section. This consequence is particularly serious if it coincides with the Employers being
unable to make good the shortfall.

» This volatility in the relative value of assets and liabilities may also increase the volatility of the Employer’s
contribution rate set at successive actuarial valuations, depending on the approach to funding adopted.

The Trustee’s willingness to take investment risk, and the degree of investment risk, is dependent on the continuing
financial strength of the Employers and their willingness to contribute appropriately to the DB Section. The financial
strength of the Employer and their perceived commitment to the DB Section is monitored and the Trustee will
consider reducing investment risk relative to the liabilities shouid either of these deteriorate.

The degree of invesiment risk the Trustee is willing to take also depends on the financial health of the DB Section
and its liability profile. The Trustee monitors these with a view to altering the investment objectives, risk tolerance
and/or return target should there be a significant change in either.

in formulating the investment objective the Trustee has also considered the risks to which the Scheme is exposed.
A review of the Scheme's investment strategy was last completed in 2022. The most recent review followed strong
improvements in funding level and focused on a transition to a lower-risk self-sufficiency portfolio, which the Trustee
expects to transition to over the next three to five years. The Trustee believes that the arrangements adopted, and
those they plan to transition to, represent a satisfactory trade-off between target return {net of all costs} and
investment risk after taking into account the resources available to implement and monitor the arrangements.

In addition to targeting an appropriate overall level of investment risk, the Trustee seeks to spread risks across a
range of different sources. The Trustee aims to take on those risks for which the Trustee expects to be rewarded
aver time, in the form of excess returns. The Trustee believes that diversification limits the impact of any single risk.

To impiement the hedging strategy, the Trustee appointed a specialist LDI manager, who is responsible for managing
interest rate and inflation hedging strategies for the Scheme.

Investment risk is measured by reference to the likely annual variation in return between the matching portfolio of
investments and the investment arrangements adopted. Arisk level of 10% p.a. would mean that the Trustee expects
the return on the chosen strategy to be within 10 percentage points of the return on the matching assets two years
out of three.

The Trustee has also considered various combinations of assets and investment management approaches that might
minimise the required degree of risk for a fevel of return expectation consistent with the assumptions in successive
actuarial valuations.

The risks identified below is not exhaustive, but covers the key risks considered by the Trustee to be financially
material to the DB Section
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4.4

Currency risk

A risk where the Trustee does not expect excess returns over time is currency risk. As part of the most recent
strategy review, the Trustee agreed to hedge 50% of its non-Sterling equity and 100% of its private debt currency
exposure on a passive basis to the six major foreign currencies. This is implemented by BlackRock.

Credit risk

The DB Section is subject to credit risk as the Trustee elects to invest in bonds, OTC derivatives, has cash balances
and enters into repurchase agreements, The DB Section also invests in pooled investment vehicles and is therefore
directly exposed to credit risk in relation to the instruments it holds in the pooled investment vehicles. The DB
Section is indirectly exposed to credit risks arising on the financiai instruments held by the pooled investment
vehicles. This risk is mitigated by investing in government bonds where credit risk is minimal and all other
investments being of investment grade credit rated securities.

Liguidity risk

Exposes the Trustee from a lack of marketability of an investment that cannot be bought or sold quickly enough to
prevent or minimise a loss. Apart from the property and the private debt portfolios, the Trustee considers the pricing
and dealing terms to be acceptable for a Scheme of its size.

Counterparty risk

The Trustee is also exposed to a risk associated with a counterparty to a financial contract not meeting its obligations.
The derivative portfolio managed by Insight primarily restricts the collateral to UK investment grade government
bonds and cash, except for two legacy derivatives whereby the collateral is restricted to North American and
Western European investment grade government bonds and cash. The Trustee will consider winding up the positions
under these legacy agreements should an appropriate price be avaiiable.

Operationat risk

The Trustee mitigates operational risk, being the loss resulting from inadequate or failed internal processes, people,
systems or external events, by monitoring and evaluating investment managers at regular intervals, reviewing the
results of the control assurance reports from investment managers as part of the annual audit and segregation of
funds for each asset class.

The Trustee has also considered various combinations of assets and investment management approaches that
might minimise the required degree of risk for a level of return expectation consistent with the assumptions in
successive actuarial valuations. The Trustee considers the risks highlighted above to be financially material and
these risks are considered over the anticipated lifetime of the DB Section.

Responsible Investment and Corporate Governance

The Trustee believes that good stewardship and environmental, social and governance {“ESG"} issues may have a
material impact on investment performance and risk, and that good stewardship can create and preserve value of
companies and markets. The Trustee also recognises that long-term sustainability issues, particularly climate change,
present risks and opportunities that increasingly may require explicit consideration.

The Trustee has given its investment managers discretion when evaluating ESG factors {including climate change
considerations) and in exercising rights and stewardship obligations attached to the Scheme's investments. This is in
accordance with the investment managers own corporate governance policies and current best practice, including
the UK Corporate Governance Code and the UK Stewardship Code. The Trustee has not set any restrictions on the
appointed investment managers in relation to products or activities but may consider this in future. The Trustee has
set carbon intensity reduction targets for the DB Section’s aggregate equity portfolio and fixed income - public
investment grade credit portfolio. The Trustee monitors managers against these carbon intensity targets.
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4.5

The Trustee considers how ESG, climate change and stewardship are integrated within investment processes in
appointing new managers and monitoring existing investment managers. The Trustee may also consider the degree
of alignment of managers’ engagement priorities with their own priorities in any new appointments and ongoing
monitoring. Monitoring is undertaken on a quarterly basis at Investment Sub-Committee meetings.

The Trustee does not currently explicitly consult members when taking account of the selection, retention and
realisation of investments, but may consider ways to incorporate member views in future.

The Scheme’s voting rights are exercised by its investment managers in accordance with their own corporate
governance policies and should take account of current best practice. The Trustee expects its FCA registered
managers to comply with the UK Stewardship Code. The Trustee encourages its non-FCA authorized managers to
adhere to the Stewardship Code on a best efforts basis. The Trustee may, from time to time, ask the Scheme's
investment managers to explain their corporate governance policy and practices, and review their voting activities.
These reviews may include consideration of the Investment Manager’s engagement pricrities and the degree of
alignment with the Trustee’s own engagement priorities and definition of significant votes. Additionally, the Trustee
asks the Investment Managers to provide annual reports indicating the overall levei of voting activity and detailing
any instances where they have not voted in line with their stated policy.

Liquidity

With the DB Section being mature, the Trustee understands liquidity planning is becoming an important
consideration, especially where the annual cash flow requirements can represent a significant proportion of the
Section’s assets, To minimise the need for disinvestment of the Schemes assets, the Trustee aims to meet the
scheme monthly cash outflows to the extent possible using cash inflow and income generated from the Scheme's
assets. Therefore a specific investment strategy is followed to generate cash through no-reinvestment of dividends,
bond maturities etc. The Trustee understands liquidity may become an increasing issue, particularly with the
currency hedge programme and recognises that this will change over time and will be addressed when required.
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5.2

Defined Contribution Section
Investment Objectives

The Trustee recognises that members have differing investment needs and that these may change during the course
of members’ working lives.

The Trustee believes that most members do not have the knowledge or desire to manage their pension investments.
The Trustee regards it as its duty to make available {as the default investment option) a fund which:

* 5 suitable for most members;
» s dynamically managed; and
* has arisk and reward profile that reflects the period until its participating members reach retirement age.

The Trustee also regards its duty as making available a range of investment options sufficient to enable members to
tatlor their investment strategy to their own needs if they wish to do so. The Trustee has the objective of grouping
these investments into ‘tiers” based on the amount of member involvement required in investment management.

The investment objective of each Target Date fund {default fund} is designed and managed for an investor saving to
retire in or around the years stated in its name (the “target date”). The investment manager’s aim is to maximise,
for a typical such investor, their eventual retirement income while taking account of their decreasing capacity to
afford losses as they approach and, possibly, go past the target date of retirement. On retirement, the investor is
assumed to use their built-up pension savings to provide pension income from the options available when they retire.
The Target Date funds will progressively move from riskier, capital growth—oriented assets such as equities and
property, into lower-risk retirement income protection oriented assets, such as bonds, as it approaches and passes
its target date. The investment manager seeks to ensure that the mix of assets remains appropriate given the Target
Date Fund’s aim and will also employ a dynamic asset allocation strategy which seeks to mitigate the effects of farge
market movements without detracting from long-term returns. The manager will manage the Target Date Funds in
such a way that, for an individual investing over the whole term of each Target Date Fund, a return of CPI plus 4%
per annum is targeted.

A review of the default strategy and the performance of the default funds was undertaken during the 2021 Scheme
year against the aims and objectives as set out in this SIP. The review included the following key areas:

. Value of Assets in the TDFs

) Commentary submitted by Alliance Bernstein inciuding performance & asset allocation decisions
. Fees & Charges

. Details of performance of all Tier 2-4 Funds

»  Consideration of whether all TDF Vintages had outperformed or underperformed their objective

Overall, the review concluded that the default strategy and its returns remain consistent with the Trustee’s objectives
as set out in the SIP and that TDFs remain an appropriate default investment vehicle for the Scheme. The Trustee did
recognise the challenging environment of very high inflation and is currently planning to incorporate an allocation to
fliquid assets in the Glidepath from Q4 2023. Details of any changes to the Glidepath will be reported in the final
version of the SIP if required.

Investment Risk

The Trustee has considered risk fram a number of perspectives in relation to the DC section, including the default
option. The list below is not exhaustive, but covers the main risks considered by the Trustee to be financially material.
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Market Risk
The risk that low investment returns
over members’ working lives or

unfavourable market movements in
the years just prior to retirement will
secure an madequate pensron

"'Interest Rate Rrsk

The . rlsk that unfavourable rnterest'-
j_ﬁrate movements, part|culariy in: ‘the !
years just prior to. retrrement may lead -
“to a reduction in the pensron that the._ B
. member s '--ret;rement -"account can_-"_-

'S&CUI’E

Inflation Risk
The risk that investments do not keep
pace with inflation.

;Manager Rrsk B
“The ‘risk. that the chosen underlymg

-|nvestment managers underperform
:the benchmark ‘against ; Wthh the:_

:managers are assessed

Mismatch Risk

The risk that the financial assets a
member is invested in as they
approach retirement are not suited to
the way they will access their
retirement benefit.

'quuldrty Rrsk

The risk that assets may not be readlly:_- :

B marketab]e when requ;_red

'-.ciasses
sen5|t|vrt|es to lnterest rate rrs

' E part|cular, st h

Tnanaged
“funds..

The Trustee provides members with a
range of funds, across various asset
classes, including actively and passively
managed options, Members are able
to set their own investment strategy in
line with their aims and risk tolerances

; :-'_The Trustee provrdes rnembers wrth a ;f'
“range. of funds across ‘various asset
have _?.varymg_

WhICh wrll

The Trustee provides members with a
range of funds, across various asset
classes, which have varying exposure
to inflation risk, These include inflation
index finked funds, as well as equities
which are generally viewed to have
rnfiatlon hedgmg propertles

Trustee

'-}1con51dered “the - rrsk that actwe
- managers - 'f:may__'.'- underperforrn :

-whereas passrve managers arelikely o
~.* achieve a return close to.any. choseng"
' _:'benchmark ‘The' Trustee.  believes .
i lactive management skrl]s exist and can’
~ be identified but not ‘with complete
_"_-'_'f'-certarnty As such the Trustee makes.-'_'::
-available ‘to- members both actively ..
-and passwefy managed S

The Trustee has made available to
members a range of funds including
shares, cash and bond funds that can
be selected by members as they
approach retirement. The default
option follows a lifestyle strategy
which progressively switches to assets
the Trustee expects will be less volatile
to reduce mismatch risk for members
targetrng income drawdown

“iThe pooled funds in whlch the Trustee ;
allows ‘members to- invest provrde the
.'_::requrred level of !rquadrty Units in the
“pooled funds in: which. the Scheme'

_':'-lnvests are: beheved to be read;ly'
*redeemable. S i
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h..as _

i _'stated targets/objectrve :

The performance of the available
funds is monitored on a quarterly
basis.

The performance of 1nvestment funds:-;

'Zﬁ'z.and market fundamentals, an!udrng ;

nterest rates, ‘are ‘monitored “on- a-

“quarterly basis. This helps the Trustee
“understand the- effect that: ‘changes |n"‘_
: nterest rates are hawng on the funds e

Quarterly performance reports
consider the fong-term performance of
the funds to help the Trustee assess
whether the returns have kept pace
with inflation.

“-_The Trustee consrders the ratlngs of_-;l

1nvestment strategres from therr DC:§

':-lnvestment Consultant durlng ‘the .

selection. process. .It-is the’ Trustee's

'-pollcy to mon|tor performance and__
rating ‘of funds on_an: Ongoing. basrs-

relatwe to ‘the fund’s benchmark and_

it is the Trustee’s policy to monitor
performance and rating of funds on an
ongoing basis and identify how the
characteristics of certain funds are

suitable for different retirement
options.
When consrdenng new - |n\'re'stm'en't':

3opt|ons or rewewrng exrstrng optlons,
the Trustee considers ‘the pricing and -
3deal|ng_

terms ofthe underlymg funds %
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Concentration Risk

The risk that a portfolio has an over-
allocation to a single asset class,
sector, country or counterparty,
thereby having a high exposure to non-
systemic risk factors.

-:Sponsor R|sk

:The risk that the sponsormg company._
i cease frnanclal.-'

'of the Scheme

Exchange Rate Risk

The wvalue of an investment in the
member’s base currency may change
as a result of fluctuating foreign
exchange rates.

'En\rlronmental Souaiand '
'Governance Rtsk :
ESG' factors can' havefi__

srgmfrcantj

The Trustee has made a range of funds
available to members, so that they can
choose to invest in a well-diversified
portfolio. The range of funds enables
diversification hy asset class (e.g.
equity, bonds, cash), by region and
includes both passively and actively
managed funds, which can help

achieve diversification.

“T_he Trustee has consrdered the I‘iSk:-:__
“that the Company may be. unwrllmg or
: unable to cont;nue to contrrbute to the:

Scheme m the future.

With a diverse spread of assets
geographically, the Trustee accept that
there is a degree of risk for members
as a result of varying sensitivities of
fluctuating exchange rates.

i The Trustee s pollcy on’ ESG rlsks is set'_-'--"
_out |n Section S 7 ofthls 5 atemEnt &

_3mater|al changes_ in the c:rcumstances :
.~ of the sponsor. . L i

_-:‘_undertaken on.a regular basrs d.

It is the Trustee’s policy to monitor
performance and rating of funds on an
ongoing basis. The Trustee also
periodically reviews the default
investment option and self-select
range, and as part of this considers the
correlations or similarities between
the available funds.

fThe Trustee has concluded that thrs_
':rlsk is acceptable and that o further '

ion.is. necessary to mrtrgate thrs rlsk--f
the current tlme The Trustee: will
review this’ posmon in the event of any_'_§

Monitoring the performance of
investment funds on a quarterly basis,
including quarterly market reviews
considering the movements in foreign
currencies relative to pound sterling.

As set out m Sectron S 7 monltormg |s_.-

.documented annually
effect “on ‘the performance of . the : i
_lnvestments held by the Scheme '
‘extreme weather events :
‘governance. . i i

The items set out in this section of the SIP are those that the Trustee considers to be financially material
considerations in relation to the Defined Contribution Section and the default investment arrangement. The
Trustee befieves that the appropriate time horizon within which to assess these considerations should be viewed
at the member level. This will be dependent on the member’s age and when they expect to retire, Members are
reminded to review the suitahility of their investment choices via their annual benefit statements and other
Scheme communication.

5.3 Investment Strategy
The Trustee believes that the risks identified in chapter 5.2 are best managed by, and the objectives in chapter 5.1
are best met by, a default range of Target Date Funds which are linked to a target retirement age of 65 for each
particular member and by offering members a range of investment vehicles from which to choose. The current range
has been grouped into four ‘tiers’ {1 to 4) with increasing levels of member involvement required. The range offered
in each tier will be reviewed periodically and changed in response to member demand.
The composition of each tier is summarised as follows:
= Target Date Funds
= Diversified growth / muiti asset investment funds

»  Single Asset Funds {Equity Funds, Bond Funds and Diversifiers/ Alternatives)

» Any other fund from the ‘Corporate Investment Services’ range on the Bundled DC Provider’s platform
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' The Trustee notes al:gnment ofthis prlonty thh the. Company ' Suppller _:'3
: E_Code of Conduct and the commltments made therem B : SR

Goverpance: Executive remuneration policies can have a meaningful impact on the return of investors in

Executives have slgnlﬂcant influence over the fsnancla! success of the
companies which they manage. Therefore, executive remuneration

companies. These policies should attract and retain talent whilst ensuring
afignment of incentives with company and shareholder objectives.

6.2

Significant Votes

The Trustee consider a vote to be significant if the holding makes up more than 2% of the relevant fund’s value
and:

- Itrelates to any of the Trustee’s engagement priorities, as set out above; or
- It has a direct financial impact on the company.

Any vote on exposures, irrespective of the purpose of the vote, that make up more than 5% of the relevant fund
are considered significant.

To aid reporting, the Trustee reports on the most significant votes, defined as votes in refation to the largest three
fund holdings that meet the above significant criteria, on an annual basis within the Impiementation Statement.
This statement is avaitable to members online or upon request.

Additional Voluntary Contributions
7.1 Defined Benefit Arrangements

Existing AVC payers

DB Members that commenced paying AVCs prior to 1 October 2012 may have legacy AVC investments held with
Standard Life, Clerical Medical, Prudential, Phoenix Life (formerty London Life} and ReAssure Life {formerly Guardian
Assurance) had the option of investing DB AVCs with these fegacy providers. From the 1 April 2023 all AVC
contributions ceased to be invested with the legacy AVC providers and were invested in similar funds contained in
the Mobius platform. The retained legacy AVC's are invested in the following range of funds:

e Balanced Funds

¢ Cash Funds

s Ethical Funds

¢  Managed Funds

s Money Market Pension Fund
s Unit Linked Funds

*  With Profit Funds

Effective from the 1 April 2023, all legacy AVC funds were closed to future contributions. Existing AVC assets remain
invested within the aforementioned legacy AVC providers. The Trustee is currently reviewing the legacy
arrangements.

New AVC payers

For the DB members that applied to start paying AVCs from 1 October 2012, the Trustee has made available the
investment fund range referred to in chapter 5.3 and applies to all new AVC Investments.

Other assets

The only other Scheme assets relate to un-invested cash, maintained for the day-to-day management of the Scheme.

This is managed by Associated British Foods Pensions Department, liaising with the Company’s Treasury
Management division to ensure a market rate of interest is obtained.
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10.

11.

12.

The monthly cash out flows are currently more than the monthly cash inflows from contributions and therefore a
specific investment strategy is followed to generate cash through non-reinvestment of dividends, bond maturities
etc.

Realisation of Investments

In general, the Investment Managers have discretion in the timing of realisations of investments and in
considerations relating to the liquidity of those investments, subject to not exceeding the Trustee's powers as set
out in the Trust Deed and Rules. The Investment Managers are responsible for generating any cash required for
benefits and other expenditure an the instructions of the Trustee.

Aligning Manager Appointments with Investment Strategy

The managers are appointed by the Trustee based on their capabilities and, therefore, their perceived likelihood of
achieving the expected return and desired risk characteristics. The Trustee looks to Mercer, where appropriate, for
their forward-looking assessment of a manager’s ability to outperform over a full market cycle. This view will be
based on the Mercer's assessment of the manager’s idea generation, portfolio construction, implementation and
business management, in relation to the particular investment fund that the Scheme invests in and makes availabie
to DC members. Mercer’s manager research ratings assist with due diligence {and questioning the investment
managers during presentations to the Trustee} and are used in decisions around selection, retention and
realisation of manager appointments. The Trustee will consider how ESG and stewardship are integrated into the
investment process as well as ensuring fees are competitive within the asset class. If the investment objectives for
a particular manager’s fund change, the Trustee will review the fund appointment to ensure that it remains
appropriate and consistent with the wider Trustee’s investment objectives. The Trustee accepts that it has no
ability to specify the risk profile and return targets of the manager. Such issues are taken into consideration when
selecting and monitoring the managers to align with the overall investment strategy requirements,

Incentivising Managers to consider Long-Term Financial and MNon-Financial Performance

The Trustee has considered how each manager embeds ESG into its investment process and how the manager's
responsible investment philosophy aligns with the Trustee’s beliefs around responsible investment. This includes
the managers’ policy on voting and engagement (where relevant). The Trustee will use this assessment in decisions
around selection, retention and realisation of manager appointments where applicabie.

The Trustee meets with the investment managers periodically and can challenge decisions made including voting
history and engagement activity to ensure the best performance over the medium to long term.

The managers are aware that their continued appointment is based on their success in delivering the mandate for
which they have been appointed. if the Trustee is dissatisfied, then they will consider replacing the manager.

Evaluating Investment Manager Performance and Remuneration

The Trustee receives investment performance reports from Mercer and AllianceBernstein on a guarterly basis,
which present performance information over 1 quarter, 6 month, 1 year, 3 year and 5 year periods. As well as
considering each manager’s style over the course of an economic cycle, the Trustee reviews absolute performance
and in many cases relative performance against a suitable index used as a benchmark. The Trustee's focus is
primarily on long-term performance but, as noted above, may review a manager’s appointment if:

¢ There are sustained periods of underperformance;

e Thereis a change in the portfolio manager or portfolio management team;
e There is a change in the underlying objectives of the investment manager;
s Thereis a significant change to Mercer’s rating of the manager.

The investment managers are generally remunerated by way of a fee calculated as a percentage of assets under
management. If managers are not meeting performance objectives, or investment objectives for mandates have
changed, the Trustee may ask managers to review the Annual Management Charge or decide to switch managers.

As part of the annual value for members assessment, the Trustee review the DC investment managers’ fees.
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13,

14,

15,

Manager Turnover

The Trustee is a long-term investor and is not looking to change the investment arrangements on a frequent basis.
For all funds apart from the Private Debt contracts, there is no set duration for the manager appointments. The
Trustee will therefore retain an investment manager unless:

e For the DB Section, there is a strategic change to the overall strategy that no longer requires exposure to
that asset ciass or manager;

«  For the DC section, the mandate is no longer considered to be optimal nor have a place in the default
investment strategy or self-select fund range;

« The manager appointed has been reviewed and the Trustee has decided to terminate the mandate

Portfolio Turnover Costs

The Trustee asks investment managers to include portfolio turnover and turnover costs in their presentations and
report to the Trustee. The Trustee also receives MiFID 1l reporting from their investment managers. All reporting is
analysed to ensure consistency between reporting periods and any inconsistencies are investigated with the
investment manager. The Trustee will continue to monitor industry improvements concerning the reporting of
portfolio turnover costs. For the DC Section, the Trustee considers portfolio turnover costs as part of the annual
value for money assessment.

Compliance with this Statement

The Trustee will monitor compliance with this Statement periodically. The investment managers are provided with
copies of this Statement periodically. The Trustee will review this Statement in response to any material changes to
any aspects of the Scheme, its Habilities, finances and the attitude to risk of the Trustee and the Principal Employer
which they judge to have a bearing on the stated investment policy. This review wilf occur no less frequently than
triennially to coincide with the Actuarial Valuation. Any such review will again be based on written expert advice
and will be in consultation with the Principal Employer.
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APPENDIX 2: ANNUAL DC GOVERNANCE CHAIR'S STATEMENT FOR THE SCHEME YEAR ENDING 5 APRIL 2023

PREPARED [N ACCORDANCE WITH REGULATION 23 OF THE OCCUPATIONAL PENSION SCHEMES {SCHEME
ADMINISTRATION) REGULATIONS 1996 {THE “REGULATIONS")

As the Chair of the Associated British Foods Pension Trustees Limited, 1, together with my fellow Trustee Directors, must
continually review and assess the Associated British Foods Pension Scheme’s ("the Scheme”) systems, processes, and
controls across a number of areas to ensure they are consistent with those set out by legistation and The Pensions
Regulator {TPR). Governance requirements apply to defined contribution {“DC") pension arrangements, to help members
achieve a good outcome from their pension savings. The Trustee of the Scheme is required to produce a yearly statement
{which is signed by the Chair of the Trustee) to describe how these governance requirements have been met in refation to:

¢ The investment options in which members’ funds are invested {this means the “default arrangement” and other
funds members can select or have assets in, such as self-sefect},

» The requirements for processing financial transactions.

s The charges and transaction costs borne by members.

=  Reporting net investment returns.

e  An illustration of the cumulative effect of these costs and charges.

»  Assessment of value for members.

= Trustee knowkedge and understanding; and

¢  Scheme operations.

This Statement provides an insight to the steps taken during the Scheme year ending 5 April 2023 to ensure our compliance
with these requirements for the DC Section,

1. DEFAULT INVESTMENT ARRANGEMENT-TARGET DATE FUNDS (TDFs)

Members who join the Scheme and who do not choose an investment option are placed in the Target Date Funds, the
Scheme’s default arrangement. However, members are given the option to select an alternative investment via the Scheme
welcome latter. The Trustee has set out the following aims and objectives for the Target Date Funds:

. It is likely to be appropriate for most members.

»  The Glidepath is dynamically managed to manage risk and to seek significant long-term real growth whilst
members are further from their target retirement date.

. It has a risk and reward profile that addresses the various risks that members face as identified by the Trustee
in the SIP, in particular that these reflect the period remaining untit members reach retirement age and their
ability to recover any market losses. As members move towards their retirement "target date,” the fund
gradually reduces risk by changing the investments within the fund to ensure it has an asset allocation at the
target retirement date that is appropriate and consistent with how most members are expected to take their
retirement savings; and

. Regularly remind members to review their investment options to ensure they remain appropriate via annual
communications and the website.

1.1 A copy of the latest Statement of Investment Principles {SIP) prepared in accordance with Regulation 2A of the
Occupational Pension Schemes {Investment} Regulations 2005 is attached as Appendix 1 to this statement.

1.2 The Trustee is responsible for the Scheme’s investment governance, which includes setting and monitoring the
investment strategy for the Scheme’s defauit arrangements. A review of the default strategy and the petformance of
the default funds was undertaken four times during the Scheme year against the aims and objectives as set out in the
Statement of Investment Principles. The review included the following key areas:

s Value of Assets in the TDFs

s  Commentary submitted by Alliance Bernstein including performance & asset allocation decisions

. Fees & Charges

+  Detalls of performance of all Tier 2-4 Funds

e  Consideration of whether all TDF Vintages had outperformed or underperformed their objective and if they
remain ‘on track’ to deliver the objective over the long term

s  CyRil membership analysis (demographic analysis undertaken to ‘stress test’ risk parameters)

. Reviewing risk budgets in fine with changes to central risk/return forecasts
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The last formal review on 3 March 2022 concluded that all TDF vintages had performed well since inception net ot
fees, and it was extremely important that each TOF is monitored on its performance from inception as this allows
judgement to be made regarding whether the objective over the lifetime of each TDF vintage will be achieved.

The Trustee decided that:

. Alliance Bernstein LP {AB) remains appropriate as a Company for the provision of investment services having
demanstrated their continued commitment to the market, their ongoing and dynamic research and
implementation processes, and their long-term demaonstrable track record.

¢ TDFs remain appropriate to deliver a default strategy which meets the Trustee’s objectives (as set outin the
SiP).

© Each TDF's investment approach as members near retirement remains appropriate given the glidepath
construction and the management thereof.

e  The strategic changes made to asset allocation of the TDFs were appropriate, based on market develapments
over the year when considering the levels of risk and return achieved to the ohjective.

. The investment performance for each TDF, relative to the aims and objectives of the default as set out in the
SIp, was acceptable. The Trustee reviews both short term and long-term performance regularly and all
strategies were ahead of the journey plan defined under the glidepath.

° The total expense ratio for each TDF was significantly lower than the charge cap (0.75%) and continues in the
opinion of the Trustee to provide value for money to members.

Overall, the review concluded that the default strategy and its risk and return characteristics remain consistent with
the Trustee’s objectives as set out in the SIP and that TDFs remain an appropriate default investment strategy for the
Scheme. As part of the review, it is agreed to work with Alliance Bernstein to understand what role illiquid assets, such
as Private Debt, could perform in the Glidepath. As such, the Trustee has made no changes to the Scheme’s default
arrangement as a result of this review. The Trustee reviews investment performance every quarter and formally
reviews both the performance and the strategy at least every three years or earlier where necessary. The next formal
review is intended to take place by the end of the Scheme year 5 April 2025.

2. CORE FINANCIAL TRANSACTIONS

2.1 Repulation 24 of the Occupational Pension Schemes (Scheme Administration} Regulations requires the Trustee to
ensure that core financial transactions have been processed promptly and accurately during the Scheme year. Core
financial transactions include investment of contributions, transfers of assets relating to members into and out of the
Scheme, transfers of assets relating to members between different investments within the Scheme and payments
from the Scheme to, or in respect of, members. The Trustee has received assurances from the Scheme’s administrator,
ABF Pensions Department, and as such is confident that the requirements of Regulation 24 have been met during the
year for the following reasons:

. The Trustee treats all transactions which relate to the handling of contributions and assets as core financial
transactions. Alt receipts have been matched to the corresponding payments ta ensure that all transactions
are monitored on a daily basis and actioned in a timely manner, This control complements existing member
level unit reconciliations and provides an increased level of monitoring at transaction level.

. Contributions for each pay period from all pay-sites were tracked to record the date the monies were
received and the date the schedule providing a breakdown of the contributions per member was received.
This was checked against a pre-agreed Contribution Calendar. Processes are in place to resclve any issues
directly with the senior management teams of the employer within one working day and to rectify any
systems failures etc to ensure the issue is not repeated.

o Al contributions received by the Scheme were invested within two working days of receipt of the correct

funds, file and supporting documents detaifing the breakdown of individual member contributions, whichever
was the latter.
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e Transfers of members’ assets into and out of the Scheme were processed in accordance with the Pensions Act
requirements and complied with the new Transfer Regulations {which came into effect from June 2022),

. Members’ assets being switched between different funds within the Scheme were actioned in a timely
manner and in accordance with the member’s instructions.

. payments from the Scheme to, or in respect of, members were completed in a timely manner and in
accordance with statutary requirements.

e  The Scheme Administrator utilises internal Service Level Agreements to drive and monitor all aspects of the
day to day administration. These include the accuracy and timeliness of ali core financial transactions. These
include:

o All payments to and from Mobius Life are actioned, invested, or disinvested within 5 warking days.

o Contributions including individual transfers inte the Scheme are invested within 2 working days of
receipt of monies and reconciled with membership data.

o Switches between funds and benefit settlements are all actioned within 2 working days.

o Aworkflow monitoring tool is in place which is used to monitor Compliance against the Service Levels
in respect of all cash movements within the DC Section.

o All receipts into the Trustee bank account are reconciled against contribution files and member data.

o At least two individuals are involved with checking investment transactions.

The Group Pensions Director reviews all fogs and monthly reconciliation reports and provides an update of any
findings to both the Trustee Board and Audit Sub-Committee. The Trustee also receives quarterly Admin Reports
detailing the administrator’s performance and compliance, The Scheme administrator adopts an Internal Controls
Framework (based on AAF01/20) and has provided confirmation that all receipts for the financial year were matched
to the corresponding payments. In addition, confirmation has been received that ali transactions were monitored on a
daily basis and actioned in a timely manner and well within statutory deadlines. These checks were complementary to
both the daily bank reconciliations and monthly member level unit reconciliations.

| am happy to report that during the Scheme year there were no regulatory breaches reported, no issues were found
that gave rise to concern by the Trustee and there are no outstanding issues at the date of this statement.

3. CHARGES AND TRANSACTION COSTS

3.1 The Trustee is required to set out the on-going charges borne by members in this statement, which are annual fund
management charges pius any additional fund expenses, such as custody costs, but excluding transaction costs; this is
also known as the Total Expense Ratio (“TER”). The TER is paid by the members and is reflected in the unit price of the
funds. The Employer meets all administration and risk costs for the DC Section of the Scheme. The Trustee is also
required to separately disclose transaction costs figures that are borne by members. in the context of this statement,
the transaction costs shown are those incurred when the Scheme’s fund managers buy and sell assets within the
investment funds.

3.2 Target Date Fund charges and transaction costs

The levels of charges and transaction costs applicable to the 21 defauit Target Date Funds at the end of the Scheme
year are shown in the table below. The Target Date Funds have been designed to help manage investment risk which
means that as members move towards their retirement “target date", the fund gradually reduces risk by changing the
investments within the fund. This means that the level of charges and transaction costs will vary depending on how
close members are to their target retirement date and which fund they are invested in. The Trustee is required to
separately disclose the transaction costs for each Fund {see penultimate column below).
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“AB.Retirement Fund 2011-2013 = 10175+ 0.04 0.2 G i
AB Retirement Fund 20142016 0.175 0.040 0.009 0.224 0.12 (3.82)
AB Retirement fund 2017-2019 0175 Co0a0 010 L0 028043 421)
AB Retirement Fund 2020-2022 075 0.040 0.011 0.226 0.12 (4.55)
AB Retirement Fund 20232025 0475 0040 0013 s oA (s24)
AB Retirement Fund 20262028 0.175 0.040 0.017 0.232 0.08 (6.16)
'AB Reétirement Fund 2029- 2031 0475 0040 g3l ozss 005 sy
AB Retirement Fund 2032-2034  0.175 0.040 0.026 0.241 0.03 (7.44)
AB Retirement Fnd 2035-2037. 01757 0040 00290 0244 0027 (esa)
AB Retirement Fund 2038-2040 0,175 0.040 0.030 0.245 0.02 (5.91)
AB Rétirement Fund 20412043 0,475 0080 0027 oAz 03l i s09)
AB Retirement Fund 2044-2046 0175 0.040 0.024 0.239 0.03 (4.87)
AB Retirement Fund 2047-2049° 0175 . 0040 o oo2a 0239 003 o(asn)
AB Retirement Fund 2050-2052  0.175 0.040 0.024 0.239 0.03 (4.87)
AB Retirement Fund 2053.2055 0175 0040 0024 o239 003 (486)
AB Retirement Fund 2056-2058 0,175 0.040 0.024 0.239 0.03 (4.86)
AB Retirement Fund 20592061 0,175 0.040 0024 ome 003 (486) :
AB Retirement Fund 2062-2064 0175 0.040 0.024 0.239 0.03 (4.85)
‘AB RetirementFund 20652067 0475 0040 0024° 02390 003 (a83)
AB Retirement Fund 2068-2070 0.175 0.040 0.03 (4.72)
015 0.0 003 (3e2)

sAB Ret;rement Fund 2071 2073 0175 ::;.'j-'f'::' 0040 _::

3.3 Target Date Funds net investment returns

The net returns are shown as an annual geometric average. The annual net return, which compounded over time,
delivered the returns shown below:

AB Retirement Fund 2011-2013 30/09/2012 76 (3.2) 1.9 16 2.8
AB Retirement Fund 2014- 2016 30/09/2002 730 38y 490 g s
AB Retlrement Fund 2017 2019 30/09/2012 70 (4.2} 2.2 1.8 3.8

AB Retirement Funid 20202022 30/09/2012 670 (ae) 270 ii2a 0 ad

AB Retirement Fund 2023-2025 30/09/2012 64 (5.2) 4.0 2.7 5.1
AB Retirement Fund 20262028  30/09/2012 61 Sy 57
AB Retlrement Fund 2029-2031 30/09/2012 58 (7.5) 6.3 4.0 6.1
AB Retirement Fund 2032:2034 30/09/2012 s gy s s ke
AB Retirement Fund 2035-2037 30/09/2012 52 (6.8) 9.1 5.1 7.0
"AB Retirement Fund 2038-2040. 30/09/2012 49 qB9) 10 ss s
AB Retirement Fund 2041-2043 30/09/2012 46 (5.1) 13.4 6.7 8.0
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invesco High Income {ABF) 14/03/2019

Invesco Income (ABF) =120 i T 14/08/2019
iShares 100 UK Eqmty index (UI() 08/06/2020

E_IShares Emergmg Markets Index (ABF) i 14/03/2019

Janus Henderson GIobaE Equlty (ABF) 14/03/2019

IPMT Natural Resources (ABF) S 14/03/2019

Jupiter China (ABF) 14/03/2019

.Jupiter Global Convertibles (ABF) B ?"14./03/2'01'9 RN

Juplter ind;a Fund (ABF) 14/03/2019
'LF Equ|ty Income Fund (ABF) D :-14/03/2019
LGlM All Stocks Gilt Index (ABF) 14/03/2019

LGIM Al Stocks index Linked Gilt (ABF) . 14/03/2019.

LGIM Asia Pacific (exJapan) Dev Equlty (ABF) 14/03/2019
LGIM Cash (ABF) i S
LGIM Diversified Fund (ABF) 14/03/2019

LGIM Ethical Global Equity Index (ABF) | ~'14/03/2018" {1,

LGIM Ethical UK Equity Index (ABF) 14/03/2019

LGIM Europe {ex UK) Equity Index (ABF) -~ . 14/03/2019. "

LGIM Giobal Equity Fixed Weights 60/40

index {ABF) 14/03/2019

:LGIM GIobaI Real Estate Eqmty Index (ABF) 14'/_0'3_'/__20_"19 :fiﬁ :

LGIM Japan Eqmty Index (ABF) 14/03/2019

.LG!M North Amencan Equ1ty Index (ABF) i
LGIM Over 5 Year Index Llnked Gsit (ABF) 14/03/2019

LGIM Property Fund (ABF) L 14/03/2019.
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LGIM UK Equlty Index {ABF) 14/03/2019 2.37 29.3 5.8 (8.6}

I(.f;l:t) World Emergmg rvtarket Equrty Index : 14/03/2019 (5 9).-::-_'_.' 5

LGIM Worid ex UK Equrty Index (ABF} 14/03/2019 (3.6) 40.0 11.6 -
Liontrust Eropean Growth (ABF) = 7 14/03/2019. © 1 B4 U545 s e
M&G Corporate Bond (ABF) 14/03/2019 (7.7} 11.1 2.9 (3.2}

_:_:MFS Merrdian GEobaI Equrty Instrtutlonal
(ABF) -

N|nety One Cautrous Managed (ABF) 14/03/2019 - 22.6 (1 0) (1.4)

| 14/03/2019:_1 : :-"..ﬁ:_.:(_.-1_'{9;)?;_.: [ - 64 1 (68)

_'.'Nlnety One Emergrng Markets Local Currency

‘Debt (ABF} o4

_ 14/03/2019 o ss

Schroder lnstltutlonaE UK Smaller Compames
(ABF)

Schroder Life Intermediated Div Growth (ABF)  14/03/2019 " (8.4) Cgan o) e
Schroders Global Emergmg Markets (ABF) 14/03/2019 (5.4} 50.2 {1.6) 11.7
‘Standard Life Inv GARS (ABF) . 18/03/2019 o) me oA @A
Standard Llfe 1nv Short Durat:on Credit (ABF)* 14/03/2019 (2.9 11.9 1.0 -
:;Stewart Investors Asia’ Pacrﬁc Leaders (ABF) 14/03/2019 '(_2_.2_)'_' 40,9 : 103 S 65 pER

14/03/2019 {18.8) 83.6 {5.3} -

Stewart investors Global Emerging Markets
{ABF) O P RPN e
storebrand Global ESG Plus Lux (ABF) 70 31/12/2019 00 (A7) 39 L s e
Threadneedle Global Select (ABF) 14/03/2019 (6.3} 32.3 11.6 -
Threadneedle UK PAIF (ABF). -~ = 14/03/2019 . S182) L (33) iy
Vanguard FTSE DeveEoped World ex UK (ABF) 14/03/2019 (3.7} 39.0 12.0 -
Vanguard US Equity Index CCF (ABF) . — i 1403/2019 - (5) 0T

14/03/2019 (1.1} 322 (2.8) 6.9

Net fund performance for self- select funds is calculated on the percentage change of the net unit prices from the start
to the end of the period and includes any income the Fund receives. The net fund performance figures are shown after
deductions for annual management charge and additional fund expenses. Fund expenses will vary depending on the
costs incurred.

*parformance shown until fund closure in June 2022,

The following fund names changed during the Scheme year:

1August 2022 abrdn Emerging Markets Equity Fund..

Aberdeen Sterlmg Corporate Bond 1 August 2022 abrdn Sterimg Corporate Bond Fund
'Threadneedle Global Seiect :'5 July. 20020 _:_Columb|a Threadneedle G!obal Select
Threadneedie UX PAIF 5 July 2022 Columbta Threadneedle UK PAIF

All charges are collected through a daily adjustment in unit prices and are payable to the following parties:
Alliance Bernstein {AB) for investment management and asset allocation advice in refation to the Retirement

Strategies Funds. This includes management fees charged by third-party fund managers in relation to any other
underlying funds by which the value of the AB Retirement Strategies Funds is determined.
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Mobius Life for the administration, estabiishment and maintenance of the Retirement Strategies Funds.

Additional fund expenses payable to third-party fund managers in relation to expenses incurred by those underiying
funds such as custodian fees, audit fees, depository/trust fees and legal fees. These expenses are dependent upon the
underlying asset allocation of the Retirement Strategies Funds at any given time.

The total expense ratio of the Retirement Strategies Fund is the total annual cost associated with managing and
operating the Retirement Strategies Fund.

During the year, the following funds were either suspended or closed and the funds redirected accordingly:

abrdn Corporate Bond Fund 24 February 2023 Merged into the abrdn Sterling Corporate Bond
Fund

-~ Fund removed from platform due. to Eack of
EE nterest/lnvestment from members slnce 201

AXA W Global High Income 24 March 2023

Columbia Threadneedle UK PAIF 10 October 2022 to 28 Fund suspended by manager
February 2023

"HSBC Istamic Global 18N ember 2022 - Merged into the HSBC UCETS Islamic G!obal
ey o Equityindexfund | |
Ninety One Global Income 24 March 2023 Fund removed from platform due to lack of
Opportunities previously Ninety One interest/investment from members since 2012.

_Cautrous Managed

Z;Standard L1fe Short Duratron Credlt

Instl Acc : o SRR e

LF Woodford Eqmty Income Fund 4 lune 2019 Winding up has been in progress since
2019 and a final distribution was
received in February 2023. This has
taken a substantial amount of time due
to COVID and the underlying property
assets needing to be realised.

" Flind closed by fund man

If a fund is suspended or closed, the steps taken are as follows:

1. Mobius notify us of a fund suspension.

2. The administration team identify which members are affected and notify them in writing, seeking confirmation
of their instructions for existing and/or future contributions {as applicable). We also explain that we will invest
future contributions into their default Target Date Fund if they do not make a positive decision.

3. The member website is updated to show the fund is suspended and the fund is disabled on the system to
prevent any instructions being sent.

4. Mobius notify us that the fund suspension is removed or if the fund is to remain closed. The members affected
are contacted again asking them to confirm the instruction for future contributions or current investment
ensuring members are choosing their preferred investment options at every step. The website is also updated
accordingly.
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Annual saEary £25 OOO
_.Totai contrlbutron (from memberand employer) Conlinn i ':' i %'
Total mvestable contrrbutron (per year) £2, 000
iéAverage pot size S : T T L e R e £23 000

Future Investment charges (based on rate appilcable as at 31 March 2023} 0. 223% O 239% dependlng on age

5Transact|on costs assomated wrth contnbut:ons b :
:Based on. average Offer to Mld Spread of Target Date Funds asat. 31 March ;'
12023 |nciud:ng those that are 1ncurred for srngle sw1ng|ng prlced fund '
;.prudently assuming. that the swing is. unfavourab]e for all such transactions

5f=.0_i.i01_8f"4

Transaction costs associated with ongoing investment management

Based on average total transaction costs associated with investment
management for the period 31.3.2021-31.3.2023 including rebalancing costs
associated with trading between single swinging priced funds. In years where
costs were negative (i.e., beneficial to members) these have been counted as
zero for the purposes of these calculation.

0.004%

The table below shows the potential impact over time of costs and charges borne by the Scheme’s DC members on
projected values over a range of ages.
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Assumptions used

e Projected pension pot values are shown in today's terms and do not need to be reduced further for the effect
of future inflation.

¢ The starting pot size is assumed to be £23,000 at age 22 for a member retiring at age 65.

o [nflation is assumed to be 2.5% each year.

*  Contributions are assumed to be paid at the beginning of each month from age 22 te 65 and increase in line
with assumed earnings inflation of CPf plus 1.0% each year on the anniversary of the first contribution. Initial
contribution level is assumed to be £173.33 per month,

e Values shown are estimates and are not guaranteed.

¢ Charges are based on a prudent historical average of charges {as a percentage of the fund invested} including
all member borne charges and underlying transaction costs. This is likely to overestimate the impact of these
costs and charges as it is likely they will fall through time as the size of the plan grows and provision of
administration and investment services to the plan becomes maore efficient, Furthermore, we note that the
transaction costs incurred when buying and selling the TDF strategies has been included in this analysis, which
is noted as an option for trustees and investment managers within the guidance provided by the DWP.

+ The projected future growth rate, after all costs and charges have been deducted, for the default strategy is
initially CPI + 3.5% up until 32 years before retirement reducing gradually to CPI + 0% at 2 years before
retirement — based on the latest assumptions used to produce member SMP! illustrations as at 31 March
2023. These are in fine with the targets set for the default strategies by the Trustee. For purposes of these
illustrations these rates, gross of charges, has been capped at 2.5% plus estimated transaction costs in line
with DWP guidance and for the period to 5 April 2020.

» The provision of these outcomes on behalf of members assumes the provision of investment services, as such
the numbers shown for the accumulated fund allowing for investment returns but before the deduction of
costs and charges is purely hypothetical and does not represent an achievable member outcome.,

» In addition, the Trustee is required to provide value for money to members and as such it would be
inappropriate to assume that lower costs and charges would necessarily equate to better member outcomes
i.e., that the assumed level of overall service to members, including the investment returns achieved, could be
maintained at a lower cost.

3.9 Transaction costs

Over a period of time, the charges and transaction costs that are taken out of a member’s pensions savings can reduce
the amount available to the member at retirement. Transaction costs have been obtained from the investment
managers who invest money for the Trustee. For the Target Date Funds these are shown on the fourth page of this
document and on the fifth to eighth pages for the self-select funds. Transaction costs in brackets are negative
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The TDFs are actively managed glidepaths using passive sleeves of assets and their investment performance since
inception has ranged between 2.8% and 8.2% per annum which was above the relevant benchmark in all cases
and ranged from -3.2% and -7.5% per annum in the current year.

There are strict controls in place to ensure timely investment and accuracy of contributions as per our monitoring
procedures in 2.1,

The Employer meets all other costs of running the DC section e.g,, administration and communications.

4, TRUSTEE KNOWLEDGE AND UNDERSTANDING

4.1 1norder to run the Scheme effectively, the Trustee Directors are required to maintain appropriate levels of knowledge
and understanding. Sections 247 and 248 of the Pensions Act 2004 require that each Trustee Director:

4.2

4.3

4.4

4.5

is conversant with the trust deed and rules of the Scheme, the Scheme’s Statement of Investment Principles and
any other document recording policy for the time being adopted by the Trustee relating to the administration of
the Scheme,

has, o the degree that is appropriate for the purposes of enabling the individual to properly exercise his ar her
functions as a Trustee Director, knowledge and understanding of the law relating to pensions and trusts and the
principles refating to investment of the assets of occupational pension schemes.

The Trustee has measures in place to comply with the requirement under Sections 247 & 248 of the Pensions Act 2004
regarding conversance and knowledge and understanding for the Scheme year ending 5 April 2023. Details of how the
conversance and knowledge and understanding requirements have been met during the year covered by this
statement are set out below.

The Trustee has a rolling program of training requirements to cover legisiative changes, Scheme specific events,
conversance with Scheme documentation and general pensions and trust law. During the Scheme year, each of the
Trustee Directors attended training, examples of which included:

Obligations involved with ownership of assets

Pension Dashboard requirements coming into force

Tax Treatment of Pension Schemes

How policies, practices and Scheme rules are reviewed and amended

How Trustees report in fine with the Taskforce for Climate related Financial Disclosures {TCFD)
Issues surrounding Stewardship and Environmental, Sociat and Corporate Governance {ESG)
DC Investment Performance review and impact of high inflation on the Scheme

Pensions Law and Pension Scams

Trustee knowledge and understanding and training requirements are assessed through Trustee training by the Scheme
Actuary and seff-assessment questionnaires {produced and analysed by the Scheme’s Investment and Actuarial
adviser). The questionnaires are completed by Trustee Directors in May each year with the results discussed at the
September Trustee meeting. The guestionnaire covered (amongst other areas):

How Trustees report in line with Taskforce for Climate related Financial Disciosures (TCFD) recommendations
Competition Market Authority (CMA) requirements

Investment Governance process and statement of Investment Principles including the Myners Principles
Obligations involved with ownership of assets

{ssues surrounding Stewardship and Environmental, Social and Corporate Governance (ESG)

Impact of high Infiation on the Scheme

The Scheme Secretary used the output from the questionnaires to recommend appropriate additional individual and
fuli board training requirements to supplement the rolling program of training sessions. Any additional training for the
Trustee has already been included as part of the Trustee training program for the Scheme year, The Trustee is also
encouraged to request training if required and the cost is met by the Scheme.
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APPENDIX 3: Implementation Statement
Introduction

This statement sels out how, and the extent to which, the Statement of Investment Principles {*sIP’) produced by the
Trustee has been followed during the year to 5 April 2023, This statement has been produced in accordance with The
Occupational Pension Schemes {Investment and Disclosure) {Amendment and Madification) Regulations 2019 and the
guidance published by the Pensions Regufator. The tabie fater in the document sets out how, and the extent to which, the
policies in both the DB Section and DC Section of the SIP have been followed.

Investment Objectives of the Scheme

The Trustee believes it is important to consider the policies in place in the context of the investment abjectives they have
set. The objectives of the Scheme included in the 5IP are as follows:
DB Section

The Trustee believes its prime objective is to invest the Scheme assets in such a manner that it is likely that the Scheme
liabilities can be met.

The estimated liabilities are a series of projected cash flows calculated on assumptions contained in the actuarial valuation,
In theory, the matching assets would be a portfolio of UK government bands that provided the projected cash flows to
cover all future economic scenarios. Given the discrete number of UK government bonds available, such a combination is
unlikely to exist in practice. It is nonetheless a valid reference point against which to assess investment strategies that can
be implemented in practice.

In agreeing to adopt this investment objective, the Trustee has taken into account the Company’s view that same risk
should be taken in an attempt to reduce the cost of providing the benefits which would be expected from adopting a fully
matched investment strategy.

There is a broad target benchmark split between asset classes for the DB Section. The strategic framework inciuding
benchmarks is outlined in the Investment Implementation Policy Document {‘liPD’).

The Trustee selected their strategic benchmark to reflect that the Scheme liabilities would change in value in a similar
manner to changes in the level of the UK government bond markets. The Trustee expects that there will be a small return
premium above government bonds from non-government bonds and a larger return premium from equity markets and
alternative assets, including property. The Trustee expects there will be periods when equities, property and credit
underperform government bonds and is prepared (as is the Company) to accept this risk.

Implementation of the strategy is via a range of active investment managers whose roles are set out in the IIPD, as well as
Insight {the LD1 manager) and BlackRock (the passive currency manager). The Trustee used Bank of New York Mellon as the
overall global custodian of the Scheme assets.

When considering appropriate investments for the Scheme, the Trustee has obtained and considered the written advice of
a suitability qualified investment advisor. The advice received and arrangements implemented are, in the Trustee’s opinion,
consistent with the requirements of Section 36 of the Pensions Act 1995 {as amended).

DC Section

The Trustee recognises that members have differing investment needs and that these may change during the course of
members’ working lives.

The Trustee assumes that most members do not have the knowledge or desire to manage their pension investments. The
Trustee regards it as its duty to make available (as the default investment option} a fund which:

e s suitable for most members;

s s dynamically managed; and
o has a risk and reward profile that reflects the period until its participating members reach retirement age.
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Requirement 1 — Securing compliance with the legal requirements about choosing investments

Detail of the Trustee’s policy:

The Trustee obtains advice from their investment adviser, who can provide expert advice enabling the Trustee to choose
investment vehicles that can fulfil the Scheme’s investment objectives. In the Trustee’s opinion this is consistent with the
requirements of Section 36 of the Pensions Act 1995.

How the requirements have been met over the year to 5 April 2023:

DB Section: The Trustee receives advice from its investment advisers at the quarterly Investment Sub-Committee meetings.
Since the start of the year, advice was provided on a wide range of issues, including:

» Aquarterly review of the asset allocation of the investment portfolio in line with the SIP;

= Increasing the level of interest rate hedging provided by the Insight LDI portfoiio;

¢ Increased monitoring of the collateral sufficiency of the LDI portfolio, including sourcing collateral at short notice
during the UK Gilts Crisis of September 2022;

s  Ensuring compliance with the UK EMIR Phase 6 of the Uncleared Margin Rules;

e Termination of the Scheme’s Abrdn hoiding;

s« Commitment to a new private debt vintage with Muzinich;

¢ Appointing Ninety One as a new manager to the Scheme’s DB Section Private Debt portfolio;

e Production of the Scheme’s first Task Force on Climate Related Financial Disclosures report, including carrying out
the necessary Trustee training;

¢ The future evolution of the DB Section’s investment strategy;

DC Section: The Trustee reviews reports from the investment managers to determine the performance of both the default
funds and tiered funds each quarter against their aims and objectives.

In addition to this, advice around the production of the Scheme’s first Task Force on Climate Related Financial Disclosures
report has also been provided for the DC Section.

The Trustee received advice from Mercer in relation to the default investment option for future Additional Voluntary
Contributions {“AVCs”). Effective from 1 April 2023, alf fegacy Unit-Linked and With Profit AVC arrangements were closed and
all further contributions were redirected to the current DC section default arrangement - the AllianceBernstein Target Date
Funds. Members were given the choice to select a different investment option from the current investment platform. Follow
up advice in relation to the mapping of existing assets to the DC arrangements will take place once full member analysis has
been completed in the next Scheme year.

Requirement 2 — Kinds of investments to be held

Detail of the Trustee’s policy:

DB Section: The Trustee has considered various combinations of assets and investment approaches that might minimise the
required degree of risk for a level of return expectation consistent with the Scheme’s objectives and liability profiie,

DC Section: A range of asset classes are included within the default investment option {within the blended funds used),
including developed market equities, emerging market equities, money market investments, and pre-retirement funds. it is
the Trustee’s policy to utilise both active and passive management within the default investment option, depending on the
asset class,

The Trustee has also made available a range of individual self-select fund options for investment in addition to the default
investment option. A range of asset classes has been made available, including: equities, diversified growth funds, money
market investments, gilts, index-Hinked gilts, corporate bonds and pre-retirement funds. it is the Trustee’s policy to offer both
active and passive management options to members where appropriate, depending on the asset class.
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How the requirements have been met over the year to 5 April 2023:

DB Section: On a quarterly basis, the Trustee reviewed its investment strategy. After considering the Scheme’s liability
profile and requirements of the Statutory Funding Objective, the Trustee considered their appetite for risk {including
financially material risks such as Environmental, Social and Governance risks, including climate change}. This took account of
the Sponsoring Employer’s appetite for risk and the strength of the Spensoring Employer’'s covenant.

The basis of the Trustee’s strategy is to divide the DB Section’s assets between a “growth” portfolio, comprising assets such
as equities, property, and Multi Asset Credit, and a “stabilising” portfolio, comprising of assets such as UK Gilts, UK index
Linked Gilts, Private Debt and liability driven investments (“LDI").

The Trustee did not allocate to any new asset classes over the year but did disinvest their allocation to absolute return bonds,
allocating the proceeds to the LDI portfolio.

The Trustee regards this strategic distribution of the assets to be appropriate for the Scheme's objectives and liability profile.

The Trustee also considered the future evolution of the DB Section’s investment strategy, including the combination of asset
classes that could be held, with a view to begin transitioning to an updated strategy in the coming Scheme year.

DC Section: The default investment option was last subject to its formai triennial review in 2021. This represents an important
exercise for the Trustee that covers the majority of the investment policies the Trustee has in place. The investments (fund
type, management style and asset allocations) used in the default strategy were reviewed as part of this exercise. No changes
to the type of investments used in the default have been made since this review and the strategy remains consistent with
this policy detailed in the SIP.

As part of the trienniaf review, the Trustee also undertook a review of the alternative glidepath available to members along
with a review of the self-select fund range. The Trustee concluded that the available range of funds/types of investments
available to members continued to be appropriate and provided members with options across the risk/return spectrum. The
details of the types of investment referenced in the SIP remains consistent with the fund range offered to members.

The Trustee is planning on conducting a review of the default strategy as well as the range of seif-select fund range in the
coming Scheme year as well as the potential introduction of further illiquid assets in the form of private debt funds.

Requirement 3 — The balance between different kinds of investments

Detail of the Trustee’s policy:

DB Section: The Trustee has considered various combinations of assets and investment approaches that might minimise the
required degree of risk for a level of return expectation consistent with the Scheme’s objectives and liability profile.

DC Section: Members can combine the investment funds in any propertion in order to achieve the desired level of return and
risk in line with their own attitude towards and tolerance of risk.

Within the default option, the strategic asset allocation is set to achieve the expected return required to meet the objective
of the defauit option.

How the requirements have been met over the year to 5 April 2023:

DB Section: The Trustee reviews the strategic asset aflocation on a quarterly basis throughout the year to ensure it meets
its ahjectives based on the changing membership profite.

The target altocation to the growth and stabilising portfolios did not change aver the course of the year. However, within the
stabilising portfolio the Trustee increased its allocation to LDI assets, given an increase in the target level of hedging and
collateral within the portfolio. This increase in allocation was funded by terminating the Scheme’s absolute return bond
allocation with Abrdn.

Despite the target asset allocation varying significantly from the actual asset allocation, the Trustee agreed to maintain the

prevailing asset allocation given it was comfortable with the level of investment risk the Scheme was running and pending
the forthcoming investment strategy review.
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DC Section: The strategic asset allocation of the default investment option is reviewed on a triennial basis. The last review
was completed in 2021. This confirmed that the strategic asset allocation was appropriate to meet the stated aims and
objectives of the default. A review of self-select options also formed part of the triennial investment review - no changes
were made to the self-select fund range.

The Trustee receives a quarterly investment performance report which monitors the risk and return of options within the
Scheme.

As the assets of the DC section are invested in pooled fund vehicles the investment restrictions applying to these funds are
determined by the investment manager. The Trustee is satisfied that the investment manager's policy on investing in
individual securities held in each vehicle provides adequate diversification of investments. The investments held within the
Scheme are consistent with the policies in the SIP.

Requirement 4 — Risks, including the ways in which risks are to be measured and managed

Detail of the Trustee’s policy:

DB Section: The degree of investment risk the Trustee is willing to take depends on the financial health of the DB Section
and its liability profile. The Trustee monitors these with a view to altering the investment objectives, risk tolerance and/or
return target should there be a significant change in either. The Trustee also regularly considers the strength of the Employer
covenant and factors this into the leve! of risk being considered.

DC Section: The Trustee recognises risk (both investment and operational) from a number of perspectives in refation to the
self-select funds and the default investment option.

How the requirements have been met over the year to 5 April 2023:

DB Section: As detailed in the risk table in the SIP, the Trustee considers both guantitative and gualitative measures for these
risks when deciding investment poficies, strategic asset allocation, the choice of investment managers, funds and asset
classes.

The Scheme maintains a risk register of the key risks, including the investment risks. This rates the impact and likelihood of
the risks and summarises existing mitigations and additional actions.

The Trustee considered climate change risk as part of the scenario analysis carried out within the Scheme’s TCFD report. Given
the funding level, the DB investment strategy demonstrated robustness with respect to the potential impact of cimate change
across the scenarios and time-periods considered.

DC Section: The default investment option manages investment and other risks through a strategic asset allocation consisting
of equities, multi-asset funds, bonds and money market. Risk is not considered in isolation but in conjunction with expected
investment returns and outcomes for members.

During the year, the Trustee modelled the exposure of the TDFs to climate risk and engaged the investment manager of the
default Target Date Funds, AllianceBernstein, on their climate intensity reduction target. The DC TDFs were found to be
materially impacted by climate risk under a failed transition climate scenario. The Trustee noted the allocation to sustainable
investments, which is expected to provide some protection from these risks. Further, AllianceBernstein considers climate risk
amongst other risks as part of the investment strategy decisions and the results from the climate scenario analysis will be
considered as part of the review of the DC arrangements taking place in 2023,
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Requirement 5 — Expected return on investments
Detail of the Trustee’s policy:

DB Section: The Trustee selected the strategic benchmark to reflect that the Scheme’s liabifities would change in value in a
similar manner to changes in the level of the UK government bond markets. The Trustee expects that there will be a smal
return premium above government bonds from non-government bonds and a larger return premium from equity and
alternative investment markets such as property. The Trustee expects there will be periods when equities, property and credit
underperform government bonds and is prepared {as is the Company} to accept and manage this risk.

DC Section: The funds available are expected to provide an investment return commensurate with the level of risk being
taken.

In designing the default, the Trustee has explicitly considered the trade-off between risk and expected returns, to generate
returns in excess of inftation during the growth phase and de-risk towards the retirement date to protect funds from
significant falls when the time frames to recover these fosses are shorter.

How the requirements have been met over the year to 5 April 2023:

The investment performance reports from investment managers are reviewed by the Trustee on a quarterly basis.

DB Section: The investment performance reports details how each investment manager is delivering against their specific
mandates and benchmarks. The Trustee assesses the performance of all investment managers using both a qualitative and
quantitative review. This also includes assessing the diversification of the portfolio in terms of asset type, geographical
position and the current infiation environment.

Over the 3 years to date, the Scheme has returned 5.5% p.a. relative to a benchmark return of 5.0% p.a and the Scheme’s
funding position has improved.

DC Section: The review by the Trustee on a quarterly basis includes the risk and return characteristics of the default and the
self-select fund choices.

The Trustee ensures that performance reports include risk and return metrics when completing their review by monitoring
the returns against their aims and objectives. The Trustee also assesses the grawth of the funds versus inflation and equity
volatility.

Requirement 6 — Realisation of investments

Detail of the Trustee's policy:

DB Section: The Trustee considers the liquidity of the investments in the context of the likely needs of member benefits.

DC Section: The Trustee’s administrators will realise assets following member requests on retirement or earlier where
required.

How the requirements have been met over the year to 5 April 2023:

DB Section: Most years, due to the maturity of the Scheme, some assets are sold to meet benefit payments, fund capital calls
for the private debt programme or to meet margin calls for the currency hedge programime. There was a requirement over
the Scheme year to disinvest due to the weakening of Sterling against the six main currencies in the currency hedge
programme the Trustee has established. As such there was a requirement to sell assets to meet our obligations which meant
the Scheme was receiving cash as margin.

Whilst certain funds are not gated {particularly the Property and Private Debt assets), the Trustee has developed strategies
for daily liquidity. The diverse asset allocation contains both liquid and illiquid assets to ensure all financial obligations can be
met.

This liquidity strategy was tested over the UK Gilt Crisis of September 2022, during which the Scheme’s interest rate and

inflation hedging levels were maintained. Over this period the Trustee met the collateral requirements of the Scheme’s LDi
portfolio, with support of a short-term loan from the Company.
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in the normal course of events, if a disinvestment is required, the Trustee takes the decision to source the liguidity based on
the asset allocation.

DC Section: The Trustee receives an administration report on a quarterly basis to ensure that core financial transactions are
pracessed within SLAs and regulatory timefines. As confirmed in the DC Chair Statement, the Trustee is satisfied that all
requirements were met throughout the year with 100% of the of SLAs being met.

All funds invest in daily priced pooled investment vehicles, accessed by an insurance contract. This means that the Trustee
can readily have access to the cash to settle member obligations. The Trustee therefore has no concerns regarding the liquidity
of any of the Scheme’s assets.

Requirement 7 — Financially material considerations over the appropriate time horizon of the investments, including how
those considerations are taken into account in the selection, retention and realisation of investments

Detail of the Trustee’s policy:

DB and DC Section common policies: The Trustee considers financialty material considerations in the selection, retention and
realisation of investments. Consideration of factors such as environmental, social and governance (ESG} is delegated to the
investment manager.

Investment managers are expected to evaluate these factors, including climate change considerations, then exercise voting
rights and stewardship ohligations attached to the investments in line with their own corporate governance policies and
current best practice.

ltems listed in Sections 4.3, 4.4, 4.5 and 5.2 of the SIP are in relation to what the Trustee considers “financiaily material
considerations”.

How the requirements have been met over the year to 5 April 2023:

DB Section: Fach investment manager’s investment report is reviewed for performance by the Trustee on a quarterly basis.
The Trustee also considers their ratings (both general and ESG specific) from the Trustee’s investment advisers. All of the
investment managers remained highly rated by either the investment adviser or the Investment Committee during the year.
However, following a fall in conviction and a period of poor performance the Trustee exited the Abrdn Absolute Return Bonds
strategy over the course of the year, utilising the proceeds to top-up the [nsight LDi portfolio.

The Scheme’s SIP includes the Trustee’s policy on ESG factors, stewardship and Climate Change. The Trustee’s policy is to
deiegate responsibility for exercising of ownership rights (including engagement and voting rights) to the investment
managers, but acknowledge that any actions taken by the investment managers are on the Trustee’s behalf.

In order to improve their understanding, the Trustee has undertaken investment training on responsibie investment. This was
provided by their investment consultant to cover ESG factors, stewardship, climate change and ethical investing, The Trustee
has also produced the Scheme's first TCFD report and as such has considered the exposure of the Scheme to climate risk,
through climate related scenario modelling; set carbon intensity reduction targets for the DB Section’s aggregate equity
portfolio and fixed income - publicinvestment grade credit portfolio; and gathered climate related metric data and considered
how this has developed over the Scheme Year.

The Trustee keeps their policies under regular review with the SIP subject to review at least annually.

Where investment managers may not be highly rated from an ESG perspective the Trustee continues to monitor the
investment manager closely. When implementing a new investment manager, the ESG rating of the investment manager is
considered.

The Trustee acknowledges that investment managers in fixed income do not have a high ESG rating assigned by the
investment consultant due to the nature of the asset class where it is harder to engage with the issuer of debt.

DC Section: As per the DB Section, the Trustee considers the investment manager ratings (both general and ESG specific) from
the Trustee’s investment advisers to ensure compliance with the SiP. The Scheme’s SIP includes the Trustees’ policy on
Environmental, Social and Governance (‘ESG’) factors, Stewardship and Climate Change. This policy sets out the Trustees’
beliefs on ESG and climate change and the processes followed by the Trustee in relation to voting rights and stewardship. The
Trustee keeps its policies under regular review with the SIP subject to review at least triennially.
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The TCFD report includes the Scheme's DC Section and the Trustee has set carbon intensity reduction targets for the DCTarget
Date Funds.

Requirement 8 — The extent (if at all) to which non-financial matters are taken into account in the selection, retention and
realisation of investments

Detail of the Trustee’s policy:

DB and DC Section common policies: Non-financial matters are taken into consideration by the Trustee.
How the requirements have been met over the year to 5 April 2023:

DB Section: Each quarter the Trustee considers both quantitative and qualitative analysis provided by its investment
consultant. This includes detailed analysis of the market cycle to identify opportunities for future investment or risk reduction
measures,

DC Section: As per the DB Section, the Trustee acknowledges that key non-financial matters are taken into consideration.

Requirement 9 — The exercise of the rights (including voting rights) attaching to the investments

Detail of the Trustee’s policy:

DB and DC Section common policies: Investment managers are expected to evaluate these factors, including climate change
considerations, and exetcise voting rights and stewardship obligations attached to the investments in {ine with their own
corporate governance policies and current best practice.

How the requirements have been met over the year to 5 April 2023:

DB & DC Sections: The Trustee has delegated their voting rights to the investment managers.

Investment managers are expected to provide voting summary reporting on a regular basis, at least annually, and details of
the voting activity of relevant managers, including most significant vates are included in this Statement. The reports are
reviewed by the Trustee to ensure that they align with the Trustee’s policy.

Over the year the Trustee has determined their engagement priorities, which are detailed later in this report and in the SIP,
and defined what they consider to be significant votes based upon these priorities. An overview of engagement activities is
provided later in this Statement.

During the year, the Trustee has increased its focus and consideration of climate change investing time to, in particular, meet
its obligations relating to TCFD reporting.

Requirement 10 — Undertaking engagement activities in respect of the investments (including the methods by which, and
the circumstances under which, the Trustee would monitor and engage with relevant persons about relevant matters).

Detail of the Trustee’s policy:

DB and DC Section common policies: Investment managers are expected to evaluate these factors, including climate change
considerations, and exercise voting rights and stewardship obligations attached to the investments in fine with their own
corporate governance policies and current best practice. As part of this monitoring, the Trustee may engage with the
Scheme’s investment managers where appropriate to understand the activity undertaken in relation to the Scheme’s
engagement priorities. The Trustee has determined their own engagement priorities which are outlined later in this
Statement.

Outside of those exercised by investment managers on behalf of the Trustee, no other engagement activities are undertaken.
How the requirements have been met over the yearto 5 April 2023

DE & DC Sections: Investment managers are expected to provide reportingon a quarterly basis, and on an annual basis they
should provide stewardship monitoring results. These are reviewed by the Trustee to ensure that they are complying with
their obligations.

As the Scheme invests in certain pooled funds, the Trustee requires their investment managers to engage with the investee
companies on their behalf.
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Over the year, the Trustee has undertaken training and carried out wark, with their investment consultant, to meet the
reporting requirements of TCFD. The first report was produced with respect to the current Scheme year. The Trustee will
continue to undertake further training to enhance their understanding on £SG factors, stewardship and climate change.

The Trustee believes their investment managers are voting responsibly on their behalf and in fine with the Trustee’s

investment policy.

Requirement 11 — How the arrangement with the investment manager incentivises the investment manager to align its
investment strategy and decisions with the Trustee’s policies mentioned in sub-paragraph (b} of the legislation (2-B of this
Statement}).

Detail of the Trustee’s policy:

DB and DC Section common policies: The Trustee’s policy on aligning investment manager appointments with the investment
strategy is set out in Section 9 of the SiP.

Investment managers are chosen based on their capabilities and, therefore, their perceived likelihood of achieving the
expected return and risk characteristics required for the asset class being selected for.

As the Trustee invests in certain pooled investment vehicles they accept that they have no ability to specify the risk profile
and return targets of the investment manager, but appropriate mandates can be sefected to align with the overall investment
strategy.

The investment strategy for the segregated mandates is set out in the I[PD.
How the requirements have been met over the year to 5 Aprii 2023:

DB Section: The Trustee continually reviews and amends the mandate for each investment manager where appropriate.
Benchmarks are established for each investment manager against which performance is monitored.

There is a broad target benchmark split between asset classes for the DB Section. The strategic framework including
benchmarks is outlined in the 1IPD.

DB & DC Sections: The Trustee continually meets with the investment managers to chalienge decisions made including
voting history and engagement activity to ensure best performance over the medium to long term.

The investment managers are aware that their continued appointment is based on their success in delivering the mandate
for which they have been appointed. If the Trustee is dissatisfied, then they will consider replacing the investment manager.

Over the course of the year the Trustee terminated their appeintment of Abrdn within the DB Section following a oss of
conviction and period of underperformance.

Reguirement 12 — How the arrangement incentivises the investment manager to make decisions based on assessments
about medium to long-term financial and nen-financial performance of an issuer of debt

Detail of the Trustee’s policy:

DB and DC Section common policies: The Trustee’s policy in relation to incentivising investment managers to consider long-
term financial and non-financial performance is set out in section 10 of the SIP.

The Trustee regularly meets with their investment managers and challenges their strategic policies. The Trustee regularly
reviews the decisions made by their investment managers and can challenge such decisions to try to ensure the best long-
term performance over the medium to long term. Investment managers are aware that their continued appoaintment is based
on their success in defivering the mandate for which they have been appointed to manage. if the Trustee is dissatisfied, then
they wilt fook to replace the investment manager.
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How the requirements have been met over the year to 5 April 2023:

DB & DC Sections: The Trustee has met with seven of their investment managers at Board meetings during the year to discuss
matters such as their mandates, performance and appetite for risk.

The Trustee delegates authority to senior management of the pensions department to regularly meet on an ongoing basis
with their investment managers to discuss the contractual arrangements they have in place, to ensure it continues to
incentivise the investment manager to make decisions based on medium to long term financial and non-financial
performance. This ensures each investment manager’s target performance is consistently reviewed to match the Trustee’s
objectives,

Requirement 13 — How the method {and time horizon) of the evaluation of the investment manager’s performance and
the remuneration for asset management services are in line with the Trustee’s policies mentioned in sub-paragraph (b) of
the iegislation (2-8 of this Statement).

Detail of the Trustee’s policy:

DB and DC Section common policies: The Trustee recognises their time horizon is a long-term proposition as set out in
Section 11 of the SIP. As such investment managers are assumed to be held for a suitably lang time. Investment managers’
performance net of fees is therefore reviewed over both short and tong-term horizons. Remuneration is agreed ahead of the
investment manager appointment and is reviewed on a regular basis.

How the requirements have been met aver the year to 5 April 2023:

DB & DC Sections: The Trustee receives investment performance reports from their investment consultants on a qu arterly
basis, which present performance information over 1 quarter, 6 month, 1 year, 3 year, 5 year periods and since inception.

As well as considering each investment manager’s style over the course of an economic cycle, the Trustee reviews ahsolute
performance and in many cases relative performance against a suitabie index used as a benchmark. Investment managers
are also monitored constantly for qualitative as well as guantitative performance, with a focus on the jong term strategy of
the Trustee whilst being mindful of short term returns. Over the course of the year the Trustee terminated their
appointment of Abrdn within the DB Section following a loss of conviction and period of underperformance.

The investment managers are generally remunerated by way of a fee calculated as a percentage of assets under
management. This fee basis is reviewed with each investment manager as part of the informal reviews carried out by senior
members of the pensions management team. As part of the annual value for members assessment, the Trustee reviews the
DC investment managers’ fees.

Requirement 14 — How the Trustee monitors portfolio turnover casts incurred by the investment manager, and how they
define and monitor targeted portfolio turnover or turnover range.

Detait of the Trustee’s policy:

DB and DC Section common policies: The Trustee’s poficy in relation to the monitoring of portfolio turnover costs is set out
in Section 12 of the SIP.

How the requirements have been met over the year to 5 April 2023:

DB & DC Sections: The Trustee asks their investment managers to provide portfolio turnover and turnover costs in their
presentations to the Trustee.

The Trustee also receives MIFID tl reporting from their investment managers. All reporting is analysed to ensure consistency
between reporting periods and any inconsistencies are investigated with the investment manager.

DC Sections: DC Transaction costs are disclosed in the annual DC Chair’s Statement. The transaction costs for each fund cover
the buying, selling, lending and borrowing of the underlying securities in the fund. An investment manager can also factor in

anti-dilution mechanisms into the total transaction costs.

The Trustee is required to assess these costs for value on an annual basis. However, at present, the Trustee notes a number
of challenges in assessing these costs:
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e No industry-wide benchmarks for transaction costs exist.

e The methodology leads to some curious results, most notably "negative” transaction costs.

«  Explicit elements of the overall fransaction costs are already taken into account when investment returns are
reporting, so any assessment must also be mindful of the return side of the costs.

As noted in the most recent Chair’s Statement, dated 5 April 2023, there is little flexibility for the Trustee to impact transaction
costs as they invest in pooled funds. While the transaction costs provided appear to be reflective of costs expected of various
asset classes and markets that the Scheme invests in, there is not as yet any “industry standard” or universe to compare these
to. As such, any comments around transaction costs at this stage can only be viewed as speculative. However, the Trustee
will continue to monitor transaction costs on an annual basis and developments on assessing these costs for value. In
particular, the Trustee does undertake charging and cost comparisons with other large pension schemes with publicly
available data.

Requirement 15 - The duration of the arrangement with the investment manager

Detail of the Trustee’s policy:

DB and DC Section common policies: There is no set duration for the investment manager appointments, with the exception
of Private Debt managers. All appointments are regularly reviewed as to its continued suitability and could be terminated
either because the Trustee is dissatisfied with the investment managers’ ongoing ability to deliver the mandate promised or
because of a change of investment strategy by the Trustee.

For Private Debt managers, at the time of appointment the life of the fund is established, however this could be extended in
tine with the Investment Management Agreement (IMA).

How the requirements have been met over the year to 5 April 2023:

DB Section: All investment managers agreements, with the exception of the Private Debt managers, have no set duration.
As at the 5 April 2023, the Trustee had invested in 25 private debt funds using a series of vintages via LLP structures for defined
number of years. In accordance with the IMA each Fund has the ability to extend the lifetime of the fund for a prescribed
time period.

All Private Debt contracts the Trustee has engaged in remain open and during the year the Trustee agreed to make new
commitments to 2 private debt funds in order to retain its strategic exposure to the asset class.

DC Section:

The DC investment managers’ appointments have no set duration. However, if the Trustee is not satisfied with an Investment
Manager, they will ask the Investment Manager to take steps to rectify the situation. If the investment Manager still does not
meet the Trustee requirements, the Trustee will remove the Investment Manager and appoint another after taking advice
and following necessary due diligence.

The available fund range and Default investment Option are reviewed on at least a triennial basis. An Investment Manager’s
appointment may be terminated if it is no longer considered to be optimal and does not have a place in the default strategy
or general fund range. No managers were terminated over the course of the year, however some DC funds were closed due
to tack of economic activity and commercial viability.

Engagement and Voting
Voting Policy
The Trustee’s policy is to delegate responsibility for exercising of ownership rights {including engagement and voting rights)

to the investment managers, but acknowledge that any actions taken by the investment managers are on the Trustee’s
behalf and accept responsibility on those actions.
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Engagement Priorities

The Trustee’s engagement priorities are based on their belief that ESG issues, across each of the three factors, may have a
material impact on investment performance. As such the Trustee has determined what they consider the most salient topic
within each of the three ESG factars, as listed below.

Climate-related financial impacts are driven by the associated transition to
a low-carbon ecanomy and the physical damages of different climate

. . outcomes.
Environment: Climate Change

The Trustee helieves climate change issues present risks and opportunities
that increasingly may require explicit consideration

--Workforce and supply chaun safety and human rights, practlces shouid

avoid contnbuting to modern slavery, explmtatlon and. other, human rlghts :
fabuses these can contribute to economic: |nstab|i;ty, the threat of: soc;al

‘} tension and subsequent polmcal |nstab|llty which |n tum may have a
' .-negative lmpact on |nvestment performance

So.clai Human nghts |nclud|ng modern;
:Slavery BEEEE SR

-'The Trustee notes ahgnment of th;s prtor;ty w1th the Company s Suppher
-:'Code of Conduct and the commltments made therem :

Executives have slgnlf:cant lnfEuence over the finanuaE success of the
companies which they manage. Therefore, executive remuneration policies
Governance: Executive remuneration can have a meaningful impact on the return of investors in companies.
These paficies should attract and retain talent whilst ensuring alignment of
incentives with company and shareholder objectives.

Significant Votes
The Trustee considers a vote to be significant if the holding makes up more than 2% of the relevant fund’s value and:

- ltrelates to any of the Trustee’s engagement priorities, as set out above; or
- It has a direct financial impact on the company.

Any vote on exposures that make up more than 5% of the relevant fund are also considered significant, irrespective of the
purpose of the vote.

The Trustee reports an the most significant votes later in this report.

Engagement and Ownership for DC Default Strategy

The investments within the default strategy are accessed via third-party investment funds - most are managed by
BlackRock and Amundi. These investment managers are responsible for engaging with the companies within which they
invest, as well as exercising the attached ownership rights (i.e. voting powers)}, to influence corporate policies/behaviours
and hold company management to account. AllianceBernstein {AB) monitors third-party investment managers’ policies
and actions to ensure that they align as closely as possible with their own. AB meet with each manager quarterly on ESG
inctuding on the topic of Stewardship, and they receive their voting data quarterly and are increasingly also receiving
detailed engagement content.

Below are the latest available summary statistics of the investment managers’ engagement and voting track records, as
well as specific examples.
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BiackRock »  Engaged with 2,588 global issuers « 18,272 meetings voted
» 3,886 total recorded engagements s 173,326 total proposals voted
s Engagements by key priority / theme: s 13% of votes were against management
o Board guality and effectiveness ~ e 17% of votes were in favour of shareholder
2,349 propaosals
o Strategy, purpose and financial o 24% of Environment/Climate-related
resilience — 2,118 shareholder proposals supported
o Incentives aligned with financial value o 17% of Social/Health/Human Rights-
creation — 1,509 related shareholder proposals
o Climate and natural capital — 2,115 suppaorted

o Company impacts on people — 1,469

Amundl i e '”-Engaged Wlth 2, 115 global |ssuers 10, 208 meetings vote' e
e Engagements by key pnortty/theme 107,297, total proposals voted 8
'_"Voted on: 99% of. proposals for whlch they :
'_'were ellg|b!e S
21%.of votes WE[‘E agamst management
68% of votes were 1n _favour of shareholder'
'-.'proposals Do -
S Jias o' '87%of En\nronment/Cllmate related
_::Strong governance for 5u5ta1nable "_'-shareholder proposa]s supported
'd_evelopment 355 R TR o _' 81% of SoCIaI/Health/Human Rights-
._.Dralogue to foster a stronger Votlng : i related shareholder proposal i
i R _-__-..-:supported R

Voting and engagement metrics cover the year to 31 December 2022 and represent the aggregate of Blackrock and
Amundi exposures held by AB, not only the underlying funds that ABF TDF invests in.
Source: BlackRock, Amundi, AllianceBernstein.

Specific Examples of Engagement Activity

Engagement Example — AllianceBernstein

Nestle: Over the Scheme Year, AllianceBernstein Responsible investment team have engaged with Nestle across multiple
strategies run by them, details of which are provided below.

Much of the cocoa that Nestie saurces is grown in West Africa, which has significant issues with child labour, deforestation
and poverty

Nestle’s income accelerator program (IAP} aims to reach alt of its cocoa supply chain by 2030. The IAP provides both cash
incentives and support to farmers. The incentives are linked to key performance indicators (KPIs) — e.g. farmers receive
£100 for enrolling all children in school, good agricultural practices, planting 10 trees, diversified incomes, and meeting all
KPis. To support empowerment, half the pay goes to each spouse.

The manager met the Head of Cocoa Sustainability Issues and other representatives. Considering IAP requires alt farmers to
have bank accounts and access mobile payments, they asked whether they are tracking the issue of access. Nestle informed

them that they have partnered with both local mobile companies to help farmers setup mobile banking.

It was noted that Nestie appears to be making meaningful progress an the root causes of child labour. This process is
continuously evalving and the manager will continue engaging with them to monitor progress,
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Engagement and Ownership for DC Self Select Funds

Due to the number of DE Self Select Funds in the Scheme, it would not be possible to disclose all the voting information from
the external investment managers in this statement and given the vast majority of assets and members {circa 98%) are
invested in the target date funds the Trustee has elected to focus on these assets. The Trustee has not specified additional
voting and engagement behaviours for these Funds as the voting and engagement for the Funds is outsourced for the DC Self
Select Funds investment managers to carry it out.

Engagement and Ownership of Legacy AVC Funds

Due to the nature of the Legacy AVC Funds, it has not been possible to obtain the information from the policies which are
mainly with-profit insurance policies. The Trustee has not specified additional voting and engagement behaviours for these
Funds as the voting and engagement for the Funds is outsourced for the Legacy AVC Funds investment managers to carry it
out.

Engagement and Ownership for DB Investment Strategy

The investments within the DB Investment strategy are segregated between investment managers with equity, bond,
property and derivative portfolios. Each investment manager within the equity portfolio is responsible for engaging with
the companies within which they invest, as well as exercising the attached ownership rights {i.e. voting powers}, to
influence corporate policies/behaviours and hold company management to account. The Trustee monitors third-party
investment managers’ policies and actions to ensure that they align as closely as possible with our own. Some managers
within the bond portfolio also hold investments that have voting rights attached to them and these managers are also
reported below.

Below are the latest available summary statistics of the equity investment managers’ engagement and voting track
records, as well as specific examples.

Artemis s  Artemis have been unable to + 156 meetings voted
provide the primary engagement » 2,047 total proposals voted
topics since engagement does not e 96.3% of eligible votes were cast
form part of the investment s 88.5% of votes were with management
process in the SmartGARP recommendations
strategy. s 11.5% of votes were against ane or more

management recommendations

e 0.2% of votes were abstained from

e In 53.7% of meetings at least one vote was
cast against management, withheld or
abstained

+ Tlmectingsvored
.76 total proposals voted.”

% governance matiers
38% othermattes .-
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Calamos e The Calamos Global Team does ¢ 61 meetings voted
not presently engage company s 1,125 total proposals voted
management with specific s 94.5% of eligible votes were cast
objectives. & 99.6% of votes were with management

recommendations

e 0.4% of votes were against one or more
management recommendations

¢ No votes were abstained from

¢ In 8.2% of meetings at least one vote was
cast against management

: _55 tota] proposals voted e '
'80 0% of e'l'lglbie v tee were W|th
3 \ oommendatlons =
_20 0% of eiiglble votes were agalnst one or
”more management recommendatlons

; Engaged Wlth 72 d:fferent
corporate |ssuer5 and banks _
85 total recorded eng : ements

42 meetlngs Voted
755 total proposals voted
80 9% of ellgtble votes were cast.. =

Engaged with 1 global company

recommendations _ Lo
10. 8% of votes were agalnst ohe; or more
management recommendatlons
4 _4A» of votes. were abstamed from. . o
In 66 7% of meetlngs at Ieast one vote was_:'_
cast against management i

Schroders + Engaged with 160 global e 585 meetings voted

companies e 7,428 total proposals voted
¢ 507 total recorded engagements s 95.8% of eligible votes were cast
e The primary engagement topics e 84.8% of votes were with management
are split as follows: recommendations
o 78% environmental »  11.0% of votes were against one or more
matters management recommendations

o 11% social matters
o 10% governance matters
.24 meetmgs vote_d : :_ :
'408 total proposa voted _'
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Specific Examples of Engagement

Engagement Example - Beachpoint

Moss Creek is a private Exploration & Production (E&P) company with highly economic assets in the northern Midland Basin
of the Permian and has instituted a number of leading practices to mitigate environmental damage and promote responsible
production. The company, however, lags on their ESG disclosure, lacking any comprehensive reporting of material ESG issues.
Beachpoint led an engagement with Moss Creek, aimed at censulting them on how to best prioritize, measure, and report on
material ESG considerations identified. During the engagement, Beachpoint highfighted the issues most materiai for the E&P
sector, as well as providing details around best industry practices.

Following the start of the engagement in Q2 2022, Moss Creek has since set quantitative decarbonisation targets and reported
on the performance of their newly defined sustainability goals during their Q3 2022 earnings call. They have released an ESG
report, which will be published on an annual basis, outlining their ESG strategy and identification of their most material KP1s.
Beachpoint believes this represents an important step for the company to identify, measure, and report on specific ESG goals,
which includes their best-in-class approach to water recycling.

Engagement Examples — Calamos

Although Calamos does not presently engage company management with specific objectives; the manager does have
frequent interactions with companies and ESG-related issues are discussed and documented. Some of examples of which are
provided below.

Prysmian: The company designs, produces and installs a variety of cables utlized in the energy and teiecom industries. The
Calamos Investment Team discussed the company’s EUR 1.2b sustainability-linked term joan that is determined by ESG KP1s,
including net zero emissions, gender diversity, and supply chain sustainability. Prysmian was able to qualify for financing at
attractive rates due to decarbonisation targets and ratio of female white-coltar employees hired as percentage of total group
hires. The company s also a key enabler of renewable energy, such as offshore wind farms, due to its expertise in design,
production, and installation of submarine cable systems and components. Lastly, Prysmian plays a significant role in
connecting power transmission and distribution grids that will help meet carbon reduction targets.

ASML: ASML is a leading global semiconductor equipment company, with a strong focus on the energy supply situation. The
Calamos Investment Team discussed with the company primary strategic objectives - securing the energy resources reguired
for their business, while atso implementing efforts to incorporate an increasing proportion of green energy themselves in
order alleviate risks or energy shortages. In addition to continuing to source more of their own energy from renewal
resources, ASML is also starting to collaborate with suppliers to ensure those companies in their supply chain have alternatives
to secure the energy they need.

Rolls Royce: Rolls Royce is a manufacturer of aerospace, marine and industrial gas turbines for aircraft, The Calamos
Investment Team discussed the company’s and broader industry’s outlook for electric aviation (reducing carbon emissions)
and nuclear power generation, given Rolls’” development of modular reactors. Also discussed with management were views
on addressing remuneration targets to focus on both financial metrics as well as ESG-related KPls. Lastly, the Team noted the
company’s exposure to hydrogen engines for power production.

Engagement Examples — CQS

Jadex: CQS have been supporting Jadex, a material science manufacturer, in making progress towards a net zero commitment.
Initially, CQS discussed the idea of decarbonisation with Jadex in March 2022. At this time, the CFO informed them that they
would be working to calculate baseline greenhouse gas emissions before establishing any targets. in November 2022, CQS
followed up and Jadex told them that they would work towards reducing their operational impact on the planet however
they did not set any specific targets. In February 2023, CQS caught up with them again and they revealed that they have
released/_their first ESG report and announced a decarbonisation target of 10% reduction in scope 1 & 2 emissions by 2025.

Eng,aéement — Liontrust

Sage Group: Sage Group is an enterprise software company that was engaged by Liontrust in October 2022 on their ESG
Metrics. The Liontrust Responsible Capitalism team met with Sage and discussed ESG metrics and diversity, equity and
inciusion. Sage outfined its carbon reduction targets and shared outcomes from its employee engagement survey as well as
details of its global gender diversity targets.
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Engagement — Schroders

Over the Scheme Year, and in particular in Q2 2022, Schroders engagement focused on the topic of reducing emissions, which
is in line with their broader initiative on accelerating progress towards net zero. Specifically, each company was asked for a
commitment to mave to net zero by the middie of this century with firm near, mid and long term targets set that include
scope 1, 2 and relevant scope 3 emissions. Furthermore, detailed transition plans were requested to be published as well as
progress updates.

schroders were pleased to note the positive approach already employed by several companies held on the QEP desk. Where
Schroders felt that companies are lagging their peers in this transition, they set out their intention to vote against individual
board members and not support any 'Say on Climate ' proposals. This being a new type of proposal to seek shareholder
approval of climate targets, policy or plans. By not supporting, they hope to challenge the company to do more.

Schroders also highlighted their reactive engagement with Kimberley Clark over Q4 2022. The company faced allegations of
forced labour within their supply chain, specifically concerning a Malaysian supplier. Schroders sought to understand what
action the company is taking as a result, though few specificities were able to be shared with litigation ongoing. However,
Schroders were pleased to hear of the steps that had already been taken to better their due diligence processes. Kimberley
Clark had already invested in mechanisms to improve supply chain standards and are working with stakeholder groups more
proactively to improve communication channels. They are also increasing access to new data sources in the hope this can
help identify high risk suppliers in the future.

US based telco giant Verizon was a company engaged with on a range of items during Q1 2023, which Schroders noted that
Verizon responded to comprehensively. With a company focus on digital inclusion, it has lobbied for government subsidies
to help provide reliable broadband to rural communities in the US. Verizon canfirmed they were awarded subsidies to support
upgrading their wireline network from copper to fibre in multipie locations, impraving connectivity and internet speeds.
Labour-related aliegations centred on anti-union practices are being levelled at the organisation so Schroders also took the
opportunity to better understand this situation, particularly Verizon’s union relationships. They noted that all unfair labour
practice allegations have now been withdrawn and that they recently extended their collective bargaining agreements,
covering union represented employees, to 2026. This helped allay concerns on the company’s working relationship with the
unions. Finally, given the absence of a publicly available biodiversity policy Schroders requested information on its current
programmes or policies in place and highlighted the importance of disclosing these along with any targets. The company
confirmed several practices to mitigate their impact on biodiversity. Verizon have also committed to the sustainable sourcing
of paper with an enterprise-wide paper sourcing and use policy, while all of the organisation’s e-waste {outside of fibre optic
cables) is re-used or recycled.

Engagement — Veritas

Canadian Pacific Railway
Rationale — Encourage alignment of Science Based Targets (SBT) with a 1.5 degree Celsius pathway.

What was done - As part of Veritas's TCFD work, they have focussed on SBT alignment. Itis their belief that emission reduction
targets that are not Science-Based are not meaningful. Therefore, they encourage all companies in which they are invested,
to adopt an effective Science-Based climate strategy that preferably incorporates a 1.5 degrees Celsius warming scenario
encompassing the entire value chain. They expect Science-Based Targets to receive verification by an independent body.
During the 1st half of 2022, following an extensive review of each company’s climate strategy and commitments to align their
business with Net Zera, Veritas categorised companies into the following groups:

» List A-Companies that do not have SBTs,
¢ List B - Companies that have SBTs that have not received independent verification and

e List C- Companies that have SBTs. However, the targets are not aligned with 1.5°C temperature pathway.

Each company was sent a custom letter that details our stance on climate change and where Veritas believe the company has
fallen short in their efforts thus far.
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Outcomes and next steps - Veritas received a letter from Keith Creel, the CEO. The company agrees there is a need for
independently verified science-based targets. In July 2021, they released their first climate strategy, which included a SBT-
verified target to reduce emission intensity, including Scope 1, 2 and 3 emissions 38% by 2020. They acknowledge that this
target is aligned with a well below 2°C pathway rather than 1.5°C. However, they recognise the standard has changed and
aligning targets with 1.5°C is necessary; work is underway to determine how this framework can be applied.

Most Significant Votes

The Trustee’s definition of a significant vote is provided in a previous section of this Statement. The most significant votes are
considered to be all significant votes made by the tap three holdings within each mandate. The table below lists the most
significant votes cast over the year.

As the Trustee delegates the responsibility for the exercising of voting rights attached to the Scheme’s investments to their
appointed investment managers. As such the Trustee does not use the direct services of a proxy voter. However, the Scheme’s
investment managers do utilise proxy voting providers, many of which using a custom voting policy and with final say on any
votes determined by the investment manager.

-_-How the manager voted For

; -Executlve remuneratlon

"Apprommate Size of fund’
_-/mandate 5. holding as the date o
:-‘the vote {as % of portfollo) 3, 19?

ompany. Nilcro oft Corporatlon __:'H 'w_the manager voted For-

Date of vote. _23/ 11/ 2022__ it Ratlonale for vote decision:

f-Resqutlon summ y: Adwsory vote"' : vot[ng pohcy
to approve hamed. executlve ofﬁcer '

plications; None provid

:._How he manager Vi ted Agamst
r "te_demsu)n In- lme'

: Vote Outcome; Not Approved

'lmpllcatlon Noneprov:ded _
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Liontrust

._Company SML Holdmg NV

/11/2022

: or summary Ad\nsory ; ote_"
‘on t_h__ remuneration report for the
-Board of Management and the

:_"year2021 L HH i
3 5._Reason for 5|gmf|cance of vote"
:Executwe Remuneratlon

Approxlmate Size of fund’

/mandate s holdmg as the ate of :
the vote (as % of portfollo) 2. 39%

-Company ASML Hold:ng NV

ate’ fvote' 04/11/20 )

-=Res' i_utlon summary Proposa
:_amend the remuneratlon ‘policy for

he: Board of Management

eason for s_l_gmﬁcanoe of vote:.

“Executi e.Re'm'une'ra'ti'on

o "'_/mandate s holdmg as the date of :
. _-'.'ifthe vote (as % of portfollo) 2. 39% -
' Company: Bank of Ireland Group Plc

- Date of vote: 26/05/2022

: Resolution summary: Approve
Remuneration Report

Reason for significance of vote:
Executive remuneration

Approximate Size of fund’s
/mandate’s holding as the date of
the vote (as % of portfolio): 4.00%

- Company: Centrica Plc

Date of vote: 07/06/2022

. Resolution summary: Approve
. CHimate Transition Plan

* Reason for significance of vote:
. Climate change

Approximate Size of fund’s
/mandate’s holding as the date of

the vote {as % of portfolio): 3.70%
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ow the manager voted 0

Ratlonale for vote demsmn ln ]lne Wlth proxy
votmg pOllC\/

ote Outcome. Approved

How the manager

Vote Outcome Approved
mpll_(_:_atl_ons__. .I_\I_o_ne_.prowded =

' How the manager voted: For

Rationale for vote decision: Liontrust’s proxy
. advisor, 1SS, didn't identify any concerns with
! the report.

Vote Qutcome: Approved
-~ Implications: None provided

How the manager voted: For

- Rationale for vote decision: We voted in

- favaur of this proposal because although a

. complete schedule of comprehensive short,
: medium and long-term emissions reduction
 targets has not been provided, there are a

: range of timelines and targets, and the

Company made a public commitment to get

. near-term targets approved by the Science
© Based Targets Initiative (SBTi}. Furthermore,

other positive aspects include the

" commitment to the TCFD recommendations

: and the intention to regularly (every three

. years) provide shareholders with an advisory

! vote on climate at future AGMs. However, we
noted the concerns cited by our proxy advisor,
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1SS, surrounding the company not having
- provided short-term targets.

Vote Outcome: Approved

Implications: None provided

" Company: ASML Holding NV How the manager voted: For

- Date of vote: 29/04/2022 ' Rationale for vote decision: Liontrust’s proxy
~ Resolution summary: Approve advisor, 1SS, didn't identify any concerns with
the report.

* Remuneration Report

Reason for significance of vote: - Vote Outcome: Approved

Executive remuneration . Implications: None provided

Approximate Size of fund’s
/mandate’s halding as the date of
the vote {as % of portfolio): 3.60%

"'EHowthe manager vote'_'Agamst CelEmion

-_\!:e.'l_'_i_'tés_ i

'_Rationaie fo_r vote: decision: Based_on
fthe estlmated cost, p!an .
features and. grant pracnces usmg the Eqwty S
' recard (EPSC), a vote against :
_'proposa s warranted: due to ‘the following key -

E_:Compan Alphabet lnc o
; Date of vote 01/06/2022
Resolutlon summary Increase o

‘Ho the manager voted Agalnst
-'Ratlonale forvqte deasnon Verztas elieve.

i :eport'for ‘our. o btic pollcy and Iobbymg

Cllma e Change i . activities: prowcles robust and regularly
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AP Size S 'updated disclosures on topacs mcludmg our:
; mandate s holdlng'as'the date of Iobbytng—related governance and- pol|c:|es key
‘the vote (as ‘? of ; ortfollo) 6.1% issues, mformmg our. publlc pollcy work-
'regular reportmg on aur Iobbymg_. : o
jexpend1tures and a list of trade. assouataons ini
which we participate. Our report:ng also. i
_lncludes transparent dlsclosure on lnstances
'where we have engaged in lobbying actrwty
'spemﬂcally on climate- related issues. For:
instance,’ ‘our: most recent federal lobbymg
.report ‘covering. 04 2021 mcludes our:
-Iobbymg efforts wsth regard to U S, federal
energy pollcy, rncludmg the Clean Energy for
meri_c_a;;;A_ct, CLEAN Eut_u_ 'Act and Clean
'Electnmty Performance Program provisions of
th'e Bui d_Back Better Act ali of whtch ahgn

_How the manager voted Agam i

s 'Ratlonale'for vote decision: Veritas believe
'-that the current disclosures are sufﬂr:lent as

i -Alphabet nc. '-publlsh robust transpar_ent
g ﬁdlsclosure on their. cllmate strategles
'-_performance and risk assessment and already .
“publish. meanmgful [nformatlon on thelr '
.':__: approach to cllmate'change and climate risks,
'through thelr anhual'CDP. reports and annua!
'Env:ronmental Reports ThlS dlsclosure ahgns
-with TCFD’s recommendatlons and contams
'--among others a descnptlon of: i

;Tnelr Board’s oversrght of cEimate related S

en’Scope 1 Scope 2 ___nd where
_pproprlate Scope 3 greenhouse gas

hey have set robust ciimate related
n_wronmental goals understandmg the
|mportance of creatmg a climate transrtlo
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 Dateofvote:. 01/06/2022 |
: 'Resolutlon summary Report on

100

plan, in 2020 they launched their third _decade.

o cllmate action to accelerate the clim
: tr_ansmon They are now work:ng toward a

new set.of amb|t|0us goa!s thCh should :

strengthen the[r resrlaence 1o, ci:mate related

_nsks and heip them harness opportumtles '

;2030,'.‘t_heir-'gqal-_i_s__'to i

. Achreve net—zero em:ssmns across aIE of
-thelr operations and vaiue cha:n “

{ ecome the fil‘S'E major company to run on

.'ca_rbon~free energy 24, hours a_day, seven

':'-3-su5ta1nab|[ity targets They regularly rack.
“-progress: ‘toward their enwronmental goal' g
g ;and_:ta'rgét_'s, and -share'.u'pdates'with :

: 2_;5takeho|ders C a’ca"and transparency;are
lmportant markers of the progress they.ar
-"-makmg o evaluate and adciress cllmate

- related rlsks an pportumtles The|r exrstmg
: 'dlsclosures prowd rneanlngful EnSIght into:;
""how they |dent1fy, ssess and mltigat

':related rlsks m hlgh nsk countr;es

ote Outcome Not Approve
s" None prowded

: _ow the manager voted Agalnst
‘R Ratmnale for vote demsmn '

arranited, as the company’

~ existing board framework appears adequate .
.~ toallow forrobust oversight of issues related - -
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3 to_enwronmental issues and 'absent clear
' performance concerns, the board is generally
ven latltude to determme its comm;ttee i

Vote Outcome Ventas only prowde vote i
utcomes where they have voted_ aga:nst

: /_mandate s ho!dmg as the __date of management
e vote (as % of portfo]:o)" 6.1% Impllc tions: None pro\nded

._'_Company' BAE Systems Pic i -'How the manag Bt o
Date of vote 05/05/202- _' . '.‘::. Rattonale fo_ vote. dec151on Red Line Gl _'The'--_f:_;
: -Reso]utlon summary': Approve ___':total remu e_ratlon package of any di_rector_ s
'-Remunerat;on Repor_ i

Reason for S|gmf|cance 0
Executwe Remuneratlon

one prowded

Vote Outcome Veritas only prowde vote 8
outcomes where they have voted against

:How the manager \mted For

_Ratmnale' or vote ciemsmn None P _Vided

Resoluflon summar
Issue of Eqwty

ow the manager voted:_ galnst_ '

-'emptive 'rlghts '
_e'Outcome Approv
pllcatlons None pro ded

_ Fmanmal Impact e
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. DC Target Date Fund —
Amundi MSCE World
Climate Transition

Company: Apple Inc.
Date of vote: 10/03/2023

Resolution summary: Report on
Civil Rights and Non-Discrimination

- Audit
. Reason for significance of vote:
- Human Rights

- Approximate Size of fund’s

/mandate’s hoiding as the date of
the vote (as % of underlying
portfolio within the Target Date
Funds): 3.9%

© Company: Tesla Inc.
‘ Date of vote: 04/08/2022

Resolution summary: Report on

Corporate Climate Lobbying in line
with Paris Agreement

- Reason for significance of vote:

Climate Change

: Approximate Size of fund’s
- /mandate’s holding as the date of
* the vote {as % of underlying

portfolio within the Target Date
Funds): 4.8%

. Company: AMERCO
Date of vote: 18/08/2022

* Resolution summary: Adopt GHG
" Emissions Reduction Targets Aligned
- with the Paris Agreement Goal

Reason for significance of vote:
Climate Change

Approximate Size of fund’s

" /mandate’s holding as the date of

. the vote {as % of underlying

. portfolio within the Target Date
Funds): 4.8%
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. How the manager voted: Against

. Rationale for vote decision: We do not see
' that the proponent has demanstrated a
. deficiency in the Company's current level of

disclosure on the matter, and therefore we

. consider that the proposal is notin
- shareholders' interest.

Vote Qutcome: None provided

Implications: None provided

¢ How the manager voted: For

| Rationale for vote decision: We consider the
i commitment requested by the proposal as
useful for sharehoiders to assess progress

: towards Paris Agreement targets.

| Vote Outcome: Nane provided

" Implications: None provided

~ How the manager voted: For

Rationale for vote decision: We consider the

- commitment requested by the proposal as
- useful for shareholders to assess progress
* towards Paris Agreement targets.

. Vote Outcome: None provided

Implications: None provided
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DC arget Date Func 'How the manager \roted' For :

Amund: MSCl World SRI

Ratlona[e for vote decnsrun We consrder the
Zcommatment requested by the proposal as
'useful for shareho!ders o assess progress
'towards Pans greement targets

_Vote Outcome None prowded

'Impllcatlons None prowclecl

ow the manager voted: For.

to human nghts A report descnbmg how” i
Tesla s palicies:and practices governing the
ourcing of battery mlnerals and progre
:_-towards cobalt free. battery goals will putihe:
. ‘Company.on’ course to eradrcate ch;ld Iabor in
all forms from lts battery supply cham b
2025, would: prowde shareholders wrth _
' ""addltlonal |nformat|on on how the company is
o "managmg any | risks assocrated w:th this: =
probiem Amundi therefore consrders that' he i
_proposal has merlt S G

..Cllmate Change =

j_.Approxlmate Srze of fund‘ Xy

'-/mandate s holdlng as the date of

: he vote (as % of under[ymg
portfolio w:thm the Target Date

'Vote Outcome None provrded :
implications: None prowded ki

Note: No significant votes were cast over the year within the Artemis, BeachPoint, CQS or Schroders mandates within the DB
Section of the Scheme. Within the DC Target Date Funds BlackRock are currently unable to provide the percentage holding in
the underlying fund and so no significant votes are listed in this report for these funds.
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