Chair’s Statement for Aspen Healthcare Limited Staff Pension Fund for the year ended 31 December
2024

Introduction

Governance requirements apply to defined contribution (DC) pension arrangements to help members
achieve a good outcome from their pension savings. The Aspen Healthcare Limited Staff Pension Fund
(the “Scheme”) is a hybrid scheme with both a defined benefit (DB) and DC section. The Trustees of
the Scheme are required to produce a yearly statement to describe how these governance
requirements have been met within the DC section in relation to:

e 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-select
funds);

e the requirements for processing financial transactions;

e the investment returns achieved on the funds;

e the charges and transaction costs borne by members;

e anillustration of the cumulative effect of these costs and charges; and

e a‘value for members’ assessment.

This statement covers the period from 1 January 2024 to 31 December 2024.

This Statement is available online at https://schemes.vidett.com/aspen-healthcare-limited-staff-

pension-fund/.

Default arrangement

Members of the DC section of the Scheme who have not selected an investment option are invested
in the default arrangement.

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

Details of the objectives and the Trustees’ policies regarding the default arrangement can be found in
a document called the ‘Statement of Investment Principles’ (SIP). The Scheme’s SIP covering the
default arrangement is attached to this annual statement regarding governance.

The aim of the default arrangement, as stated in the SIP, is to generate long-term investment growth
over the majority of members’ working lives and with an increased focus in the final 5 years prior to
Normal Retirement Age (NRA) on reducing risk.

The Trustees formally review both the default arrangement strategy and its performance at least every
three years or immediately following any significant change in investment policy or the Scheme’s
member profile. The latest review was undertaken by the Trustees on 11 November 2024 and 19
March 2025 after receiving advice from their advisers, Hughes Price Walker Limited (HPW). The
Trustees concluded that no changes to its design were required at that time, and issued a letter to all
members of the DC section of the Scheme in April 2025 to remind them of their options, both in terms
of the funds they are invested in and the choices at retirement.


https://schemes.vidett.com/aspen-healthcare-limited-staff-pension-fund/
https://schemes.vidett.com/aspen-healthcare-limited-staff-pension-fund/

Processing core financial transactions

The Trustees have a specific duty to secure that core financial transactions (including the investment
of contributions, transfer of member assets out of the Scheme, transfers between different
investments within the Scheme and payments to and in respect of members) relating to the DC section
are processed promptly and accurately.

These transactions are undertaken on the Trustees’ behalf by Legal & General Investment
Management (LGIM) on the instructions of the Trustees and delegated authority to HPW as Scheme
advisers and administrators. The Trustees receive regular reports from LGIM and HPW to enable them
to assess that controls are in place and procedures are being followed appropriately.

In light of the above, the Trustees consider that the requirements for processing core financial
transactions have been met.
Net investment returns

Net investment returns achieved on the three funds in which members are invested are shown in the
table below. The investment returns shown are annualised.

Year to 5 years to 10 years to
Fund name 31 December 2024 | 31 December 2024 | 31 December 2024
(%) (% p.a.) (% p.a.)
LGIM Diversified Fund 7.07 3.67 5.83
LGIM Future World Annuity Aware Fund
(formerly LGIM Pre-Retirement Fund) (4.10) (5.07) 0.16
LGIM Cash Fund 5.17 2.17 1.25

The objective of the Annuity Aware Fund is to track the cost of purchasing an annuity. The decrease
in the unit price of this fund reflects the typical decrease in the cost of purchasing each £1 per annum
of a level annuity during the year.

Member-borne charges and transaction costs

The Trustees are required to set out the ongoing charges borne by members in this statement, which
are annual fund management charges plus 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 stated charges exclude administration
costs since these are not met by members.

The Trustees are also required to separately disclose transaction cost 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 investment funds.

The charges and transaction costs have been supplied by LGIM.




Default arrangement

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

For the period covered by this statement, annualised charges are set out in the table below. The
member-borne charges for the Scheme’s default arrangement complied with the charge cap.

Fund name Charges Transaction costs Total costs
(% p.a.) (% p.a.) (% p.a.)
LGIM Diversified Fund 0.3298 0.0007 0.3305
LGIM Future World Annuity Aware Fund 0.1503 0.1146 0.2649
LGIM Cash Fund 0.1248 0.0682 0.1930

Self-select options

In addition to the default arrangement, members also have the option to invest in several other self-
select funds. At 31 December 2024, members weren’t invested in any funds other than those listed
above.

Illustration of charges and transaction costs

The illustrations shown below are for the default arrangement and for the three individual funds listed
above:

e Fund A: LGIM Future World Annuity Aware Fund
e Fund B: LGIM Cash Fund
e Fund C: LGIM Diversified Fund

Scenario 1: an active member aged 63 whose starting pot is assumed to be £100,000 and starting
salary is assumed to be £25,000

Projected pension pot in today’s money for a member aged 63 (£) — default strategy

Years Before charges deducted After all charges deducted
1 106,009 105,782
2 112,368 111,930

Projected pension pot in today’s money for a member aged 63 (£) — self-select funds
Years | Before charges deducted After all charges deducted

Fund A Fund B Fund C Fund A Fund B Fund C
1 107,278 103,253 105,241 107,079 103,104 104,893
3 114,808 106,490 110,559 114,390 106,188 109,841




Scenario 2: a deferred member aged 51 whose starting pot is assumed to be £100,000

Projected pension pot in today’s money for a member aged 51 (£) — default strategy

Years Before charges deducted After all charges deducted
1 101,463 101,122
3 104,455 103,404
5 107,534 105,737
10 115,808 111,996
14 125,925 120,646

Projected pension pot in today’s money for a member aged 51 (£) — self-select funds
Years | Before charges deducted After all charges deducted

Fund A Fund B Fund C Fund A Fund B Fund C
1 103,463 99,512 101,463 103,268 99,366 101,122
3 110,754 98,544 104,455 110,129 98,110 103,404
5 118,559 97,585 107,534 117,445 96,869 105,737
10 140,562 95,228 115,636 137,934 93,836 111,803
14 161,070 93,383 122,555 156,869 91,479 116,906

Notes on projected scenario calculations:

1.

Projected pension pot values are shown in today’s money and do not need to be reduced
further for the effect of future inflation

Starting pot size is assumed to be £100,000 for both members.

Total contributions (employee plus employer) are assumed to be 15% of salary per year. ltis
also assumed that they increase each year in line with inflation of 2.5% and are assumed to
start at the following level in the first year:

— £25,000 for the active member aged 62

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

Scenario 1 projection is for 2 years, being the approximate duration that the youngest active
scheme member has until they reach the Scheme’s Normal Pension Age. The starting salary
is £25,000, being a representative salary for active members.

Scenario 2 projection is for 14 years, being the approximate duration that the youngest
deferred member has until they reach the Scheme’s Normal Pension Age.



6. Values shown above are estimates and are not guaranteed. The illustration does not indicate
the likely variance and volatility in the possible outcomes from each fund.

7. The projected growth rates for the funds under the default arrangement are assumed to be
as follows:

—  Future World Annuity Aware Fund: 3.55% per annum above inflation
— Cash Fund: 0.50% per annum below inflation
— Diversified Fund: 1.50% per annum above inflation

These growth rates are used to calculate the pension pots before charges are deducted. The
projected growth rates have been adjusted for this year in line with those used for the
Statutory Money Purchase lllustrations, which due to new guidance must be calculated using
a formula based on the underlying volatility of each fund.

8. No allowance for active management has been made.

Value for members

The Scheme is a “specified scheme” for the purposes of Occupational Pension Schemes (Scheme
Administration) Regulations 1996 as amended by the Occupational Pension Schemes (Administration,
Investment, Charges and Governance) (Amendment) Regulations 2021. As such, the Trustees are
required to carry out a detailed value for members assessment to determine whether members will
receive value for money in the Scheme over the long term or whether they would achieve better value
for money in a different scheme.

This detailed value for members assessment covers the following three key areas:

e Costs and charges
e Netinvestment returns
e Governance and administration

For the purposes of assessing costs and charges and net investment returns as part of the value for
members assessment, the Trustees are required to compare those in the Scheme with three
“comparison schemes” with over £100m of assets.

In assessing governance and administration, the Trustees are required to assess the value delivered
across the following seven key metrics:

e Promptness and accuracy of core financial transactions;

e Quality of record keeping;

e Appropriateness of default investment strategy;

e Quality of investment governance;

e Level of trustee knowledge, understanding and skills to operate the pension scheme effectively;
e Quality of communication with scheme members; and

e Effectiveness of management of conflicts of interest.



The Trustees are required to report the outcome of the value for members assessment in the annual
scheme return to the Pensions Regulator and if the conclusion is that the Scheme does not provide
value for members the Trustees are also required to report what action they are taking to address
matters. This can either be:

1. Transfer members to another Defined Contribution (DC) scheme and wind up the Scheme; or
2. Take steps to improve the value for members within the Scheme.

The results and conclusions of the value for members assessment carried out by the Trustees are set
out below.

In completing this value for members assessment, the Trustees have followed the Guidance for
trustees of relevant occupational defined contribution schemes as published by the Department for
Work and Pensions (DWP) on 21 June 2021.

Value for members — Costs and charges

The Trustees have obtained indicative costs and charges from one comparison scheme. Two other
providers were contacted but they were unable to give an indicative quote due to the demographics
of the Scheme. The results of the comparison are set out in the table below:

Fund name Total ongoing Transaction costs Total (%)
charges (%) (%)

LGIM Diversified Fund 0.3298 0.0007 0.3305

LGIM Future World Annuity Aware Fund 0.1503 0.1146 0.2649

LGIM Cash Fund 0.1248 0.0682 0.1930

Comparator A 0.1400 0.0400 0.1800

Comparator A uses a default arrangement which invests in a Sustainable Growth Core Fund. It is
understood that this fund is made up of approximately 70% equity, 15% corporate bonds and 15%
other investments.

The charges shown for Comparator A include the cost of administering member accounts, member
communications and other matters of scheme governance. The charges shown for the LGIM funds
relate to fund management charges only. The costs of administration and Scheme management are
met separately by other assets held by the Scheme.

The three LGIM funds have charges of broadly similar order to Comparator A. The Trustees have
therefore concluded that, in the area of costs and charges, the Scheme provides the best value it is
capable of to members.

Value for members — Net investment returns

The Trustees have obtained net investment performance figures from the same comparison scheme
that was used for the comparison of costs and charges. A comparison of 1-, 3- and 5-year annualised
returns (where possible) is set out in the table below. The comparison has been made with the default
arrangements in the comparator scheme which in some cases cover multiple funds as a lifestyling
approach is used.



Performance figures over the period to 31 Dec 2024
Fund name (annualised) (%)
1 year 3 years 5 years
LGIM Diversified Fund 7.07 1.43 3.67
LGIM Future World Annuity Aware Fund (4.10) (9.87) (5.07)
LGIM Cash Fund 5.17 3.64 2.17
Comparator A* 16.60 6.70 N/K

*As at 30 June 2023

Although the Comparator data shows higher performance figures over the 1- and 3-year periods
compared to the LGIM funds, the figures are not directly comparable due to the significant differences
in asset allocations. In general, it would be expected that the Comparator A fund will achieve higher
returns than the LGIM funds listed during periods of strong equity market performance.

The Trustees have concluded that, since the three LGIM funds have performed acceptably over the
period relative to their own sector benchmarks, in the area of net investment returns the Scheme
provides the best value it is capable of to members.

Value for members — Administration and governance

The Trustees have assessed the value for members delivered by the Scheme’s governance and
administration offering across the seven key areas required and the results of the assessment are set
out below.

Promptness and accuracy of financial transactions

The Trustees are required to report the processes and controls in place in relation to the ‘core financial
transactions’ including, but not limited to, investment of contributions, transfer of member assets
from the Scheme, investment switches and payments out of the Scheme to members/beneficiaries.

The Trustees ensure that these important financial transactions are processed promptly and
accurately. These transactions are undertaken on the Trustees’ behalf by LGIM, the investment
manager, and HPW, the Scheme administrator and operator of the Trustees’ bank account. The
Trustees receive regular reports from these parties to enable them to assess that controls are in place
and procedures are being followed appropriately. The Scheme’s accounts are audited annually by
A4G Audit Limited and HPW'’s administration department is ISO 9001 accredited.

HPW reported that all of the 15 transactions and administrative events that took place during the
Scheme year were completed within the legal disclosure requirements.

The Trustees are pleased to report that in the last Scheme year all core financial transactions were
processed promptly and accurately. There were two member complaints which were dealt with
promptly, and both related to chasers for information within the timescales given to them by the
administration team. The Trustees also ensure that core financial transactions are processed promptly
and accurately by having the Scheme auditor independently test monthly contributions for timeliness
and compliance with the Payment Schedule, as part of the annual audit process.



The Trustees have concluded that the Scheme provides good value for members in the area of
financial transactions.

Quality of record keeping

The Trustees have reviewed the security and accuracy of the Scheme’s record keeping policies and
processes and have taken into account the following:

e The Scheme has an up-to-date privacy policy for members
e HPW and the Trustees use secure delivery methods including the use of password protected
documents to transmit personal data in respect of members
e HPW, who maintains members’ records on the Trustees’ behalf, have in place the following
measures:
o Datais backed up daily and all backups are encrypted at source and in an offsite datacentre;
o HPW’s networks are password protected and staff passwords are reset every 6 months;
o AllHPW staff use multi-factor authentication and VPN to access HPW’s server when working
remotely;
HPW has firewalls and the anti-virus is updated daily;
HPW undertakes regular security patch management and has in place pro-active monitoring
and alerting for new available updates;
On-premises data is encrypted and resides on a SAN with secure disk encryption;
HPW is Cyber Essentials certified and maintains the annual certification; and
HPW has a business continuity and disaster recovery policy in place that is regularly tested.

The Trustees confirm that the Scheme’s member records were last reviewed in January 2024, when
the common data scored 100% and the scheme-specific data scored 83%. (Note that these scores
relate to the Scheme as a whole, including the much larger defined benefit section.) It is the Trustees’
intention for the data to be reviewed on at least a triennial basis going forward and consider member
tracing to maintain current addresses for members on case-by-case basis, as required.

Whilst the Trustees are satisfied that these measures demonstrate the effectiveness of the controls
that are in place to deal with data security and cyber risk, the Trustees recognise that the Scheme’s
risk register should be comprehensively reviewed as part of their planned Scheme governance review.

The Trustees have concluded that, in relation to the quality of record keeping, the Scheme provides
good value for members.

Appropriateness of default strategy

The LGIM Diversified Fund aims to provide long-term investment growth through exposure to a
diversified range of asset classes including UK and overseas equities, property, infrastructure,
commodities and bonds. The Trustees consider this still to be an appropriate vehicle for members’
accounts during the growth phase of investment.

The default strategy then automatically switches member accounts into the LGIM Future World
Annuity Aware Fund (75%) and the LGIM Cash Fund (25%) in stages during the five years prior to
members’ target retirement age, which is defaulted to their Normal Retirement Age of 65. Whilst the
default strategy is appropriate for members who are targeting annuity purchase, it may not be as



suitable for members who do not intend to buy an annuity. It is also recognised that the current
default strategy design may not be ideal for members intending to retire early, for example. Members
are therefore reminded to keep their retirement plans and investment options under review.

The Trustees have concluded that, in relation to their default investment strategy, the Scheme
provides good value for members.

Quality of investment governance

The Trustees delegate tasks in relation to investment advice to HPW and tasks relating to individual
investments for the pooled vehicles to LGIM. Whilst HPW is not authorised under the Financial
Services and Markets Act 2000, they are able in certain circumstances to offer a limited range of
investment services to clients because they are licensed by the Institute and Faculty of Actuaries. They
can therefore provide these investment services if they are an incidental part of the professional
services they have been engaged to provide. The Trustees therefore receive section 36 investment
advice from HPW as and when required.

The Trustees are each responsible for the investments of the Scheme’s assets and for maintaining a
Statement of Investment Principles (SIP) which sets out details of the Trustees’ investment governance
practices. The SIP confirms that the Trustees:

e Set an objective for all member investment options, including expected risks and returns;

e Monitor fund performance on a quarterly basis and compare investment returns against the
relevant performance objectives;

e Periodically review the investment options available to members;

e Receive appropriate advice before amending the SIP; and

e Review the SIP at least every three years.

The Trustees review the current suitability of the default strategy every three years and without delay
following any significant change in investment policy, or the demographic profile of DC members. The
Trustees also review the individual fund performance at every Trustees’ meeting. The Trustees are
satisfied that this is a proportionate level of monitoring and review for the Scheme.

Members are reminded about their investment options on at least an annual basis when they receive
their statutory money purchase illustrations (SMPIs). The Trustees review these communications that
are drafted by HPW before they are issued to members. The Trustees will also work with HPW in
drafting any member communications that might follow any actions taken as a result of the default
strategy review.

The Trustees have concluded that, in relation to the quality of investment governance, the Scheme
provides good value for members.

Level of trustee knowledge, understanding and skills to operate the Scheme effectively

The Trustees are required by law to possess, or have access to, sufficient ‘knowledge and
understanding’ to run the Scheme effectively. Each Trustee must:



e Be conversant with the trust deed and rules of the Scheme, the Scheme’s SIP and any other
document recording policy for the time being adopted by the Trustees relating to the
administration of the Scheme generally;

e Have, to the degree that is appropriate for the purposes of enabling the individual properly to
exercise their functions as trustee, knowledge and understanding of the law relating to pensions
and trusts and the principles relating to investment of the assets of occupational pension
schemes.

The Trustees take this responsibility seriously and work with their professional advisers to address any
areas where their knowledge might be less than the Pensions Regulator would expect.

The Trustees have measures in place to comply with the legal and regulatory requirements regarding
conversance and knowledge and understanding. Details of how the conversance and knowledge and
understanding requirements have been met during the period covered by this statement are set out
below.

Vidett and Pi Trustees, both independent professional trustee firms, are the appointed trustees to the
Scheme. The staff of both Vidett and Pi Trustees undertake appropriate training at or outside regular
Trustee meetings. The staff also benefit from experience gained from managing other occupational
pension schemes. The Trustees, with the help of their advisers, regularly consider training
requirements to identify any knowledge gaps.

The Trustees are familiar with, and have access to, copies of the current Scheme governing
documentation, including the Trust Deed & Rules (together with any amendments), the SIP and key
policies and procedures. In particular, the Trustees refer to the Trust Deed & Rules as part of
considering and deciding to make any changes to the Scheme and, where relevant, deciding individual
member cases, and the SIP is formally reviewed every three years and as part of making any change
to the Scheme’s investments. Any new member of the Trustee board is required to be familiar with
these documents.

Furthermore, the Trustees consider that they have sufficient knowledge and understanding of the law
relating to pensions and trusts and of the relevant principles relating to the funding and investment
of occupational pension schemes to fulfil their duties.

Taking into account the knowledge and experience of the Trustees with the specialist advice (both in
writing and whilst attending meetings) received from the appointed professional advisers, the
Trustees believe they are well placed to exercise their functions as Trustees of the Scheme properly
and effectively.

The Trustees hold regular meetings and are in regular communication with each other over specific
member cases and issues as required. The Trustees consider that they have an open and constructive
relationship with the employer.

The Trustees have concluded that the level of trustee knowledge, understanding and skills
demonstrated by the current trustees enables the Scheme to operate effectively and provides good
value for members.



Quality of communication with Scheme members

Communications with members are predominantly drafted by HPW and are often reviewed by the
Trustees before being issued where appropriate, such as bulk communications (e.g. SMPIs). There
have been no specific member complaints relating to the quality or accuracy of member
communications or any breaches of the Occupational and Personal Pension Schemes (Disclosure of
Information) Regulations 2013 in the year to 31 December 2024.

Where the email addresses of members are held on record, and such members have informed HPW
their preference is to receive communications electronically, HPW will typically correspond via email
with those members.

Regulations came into effect on 30 November 2021 which require trustees and scheme managers to
ensure specific checks are made before proceeding with a member’s request to transfer their pension.
The aim of these regulations is to protect scheme members and pension trustees. Since the
regulations came into effect, HPW has incorporated all the new requirements into its processes and
communications for transfers. Furthermore, as part of its commitment to combat pension scams,
HPW has made the pledge to combat pension scams with the Pensions Regulator.

In accordance with the Stronger Nudge guidance published by the Government, HPW has also
incorporated the following into its relevant processes, procedures and communications:

e Written explanation of the nature and purpose of the appropriate guidance to the member;

e Facilitating the booking of a Pension Wise appointment, including offering to book the
appointment;

o  Where the offer is accepted, taking reasonable steps to book the appointment for the member;

o  Where the offer is declined, providing details of how the member can book the appointment; and

e Explanation that, in order for the member’s application to proceed, they must take guidance or
opt out of doing so.

The Trustees have reviewed the quality of communication with Scheme members and have concluded
that the Scheme provides good value for members in this area.

Effectiveness of management of conflicts of interest

The Trustees have reviewed the effectiveness of the Scheme’s management of conflicts of interest
and concluded that, in this area, the Scheme provides good value to members. In arriving at this
conclusion, the Trustees took into account the following:

e The Scheme has a written conflicts of interest policy that is subject to regular review.

e Processes and procedures are in place requiring Trustees to declare and discuss any potential
conflicts of interest.

e A conflicts of interest register is in place that is up to date and discussed at each trustee meeting.

e Controls are in place to ensure that conflicts of interest for Trustees and advisers are declared on
appointment.



Value for members — Overall assessment

A summary of the conclusions reached by the Trustees is set out in the table below.

Area

Assessment

Comments

Costs and charges

Best value capable of

to members

Charges for funds in the default strategy are
below the cap.

Net investment returns

Best value capable of

Funds have performed as expected over the

to members long term.

Governance — core Good value for All core financial transactions were processed
financial transactions members promptly and accurately.
Governance —record Good value for Trustees can demonstrate the Scheme

keeping members provides good quality record keeping.
Governance — default Good value for Default investment strategy continues to be
investment strategy members appropriate.
Governance — Good value for Trustees can demonstrate that they have
investment governance members documented and robust investment

governance procedures in place and that
these are adhered to.

Governance — trustee
knowledge and
understanding

Good value for
members

The Trustees consider that the Trustee board
is sufficiently diverse and that they are well
placed to exercise their functions as trustees
of the Scheme properly and effectively.

Governance — member
communications

Good value for
members

Trustees can demonstrate that they have met
their statutory obligations and satisfy the
regulatory expectations.

Governance — conflicts

Good value for

Scheme has robust conflicts of interest

of interest members processes and policies in place.
Overall Good value for The Trustees conclude that the Scheme offers
members good value for members.

Value for members — Conclusions

The Trustees have concluded that, overall, the Scheme does provide good value for members.

Signed by the Chair of Trustees of the Aspen Healthcare Limited Staff Pension Fund

Alex Davies

Date 31 July 2025




Default arrangement Statement of Investment
Principles

Objective

The Trustees operate a default arrangement for members who do not wish to make their own
investment choice. The aims of the default arrangement are to deliver growth over the member’s
lifetime within the Scheme without excessive risk taking, but with an increased focus in the final 5
years prior to Normal Retirement Age (NRA) of reducing risk. This is a lifestyle approach and targets
a final position of 75% in the Future World Annuity Aware Fund and 25% in the Cash Fund at NRA. This
strategy provides a degree of protection for the amount of non-increasing pension that can be secured
at NRA whilst recognising that members are likely to opt to take 25% of the fund at NRA as a pension
commencement lump sum.

Investment strategy

The overall investment aim is to generate long-term investment growth over the majority of members’
working lives. However, types of assets that are expected to give good long-term returns can be
volatile and may not be appropriate for an investor who is targeting annuity purchase or a cash payout
in the short term. The default arrangement is a lifestyle strategy which targets investment growth
over the member’s lifetime, but with an increasing focus in the final 5 years prior to NRA on reducing
this volatility. This is achieved by switching from return seeking assets to lower risk assets in the period
prior to NRA.

When setting up the default arrangement and fund options, the Trustees considered it appropriate to
offer a limited range of funds which offered both potential for long-term growth for younger members
as well as annuity and capital protection for members closer to retirement. All funds are pooled
arrangements managed by Legal & General Investment Management (LGIM) and offer good liquidity.

The funds under the default strategy and their relevant benchmark funds are:

e Diversified Fund: FTSE Developed World Index —50% GBP Hedged
e Future World Annuity Aware Fund: FTSE Annuities Index
e (Cash Fund: Sterling Overnight Index Average

Retirement Accounts for members of the default arrangement who are more than 5 years from NRA
are invested in the Diversified Fund. This fund aims to provide long-term investment growth through
exposure to a diversified range of asset classes including UK and overseas equities, property,
infrastructure, commaodities and bonds. During the 5 years preceding NRA, members’ Retirement
Accounts and any future contributions are gradually switched into the Future World Annuity Aware
Fund and the Cash Fund, targeting 75% and 25% allocations at NRA respectively.

The Trustees also offer other funds for members who wish to take a more tailored approach to
managing their own investments:

e UK Equity Index Fund: FTSE All-Share Index
e World (ex-UK) Equity Index Fund: FTSE World (ex UK) Index



o Over 15 Years Gilts Index Fund: FTSE Actuaries UK Conventional Gilts Over 15 Years Index

e Over 5 Year Index-Linked Gilts Index Fund: FTSE Actuaries UK Index-Linked Gilts Over 5 Years
Index

e AAA-AA-A Corporate Bond Over 15 Year Index Fund: Markit iBoxx £ Non-Gilts (ex-BBB) Over
15 Years Index

The funds expect to return close to the relevant benchmark indices for each class of assets included.

The only charges that members bear are the annual management charges applied to the investment
funds and transaction charges. The annual management charge varies depending on the fund
invested in. The Trustees are satisfied that the charges and transaction costs together provide
members with good value for money.

The Trustees do not impose social, environmental or ethical constraints on LGIM in relation to the
selection, retention and realisation of investments.

By investing in this manner, the Trustees consider this approach to be in the best interests of relevant
members and relevant beneficiaries of the default arrangement.

Risks

There are a number of risks within the Scheme which are set out below along with measures the
Trustees have taken to manage or mitigate the risks.

e Risk of inadequate long-term returns: to manage this, the default arrangement invests 100%
in a fund with diversified growth potential until 5 years before target retirement age, then
gradually increases exposure to funds designed to provide some protection to expected
pension and cash amounts at retirement;

e Risk that investment markets will fall close to retirement: funds under the default lifestyle
strategy aim to reduce risk as the member nears retirement;

e Risk of lack of diversification: the default Diversified Fund provides diversification across many
asset classes;

e Risk of inappropriate member decisions: the Trustees offer a default lifestyle strategy for
members who do not wish to make alternative individual choices;

e Risk of poor fund manager performance: the Trustees invest in either passive funds or widely
diversified funds and review performance frequently.



