Twyford Bathrooms Pension Scheme
Trustee’s Report (continued)

Implementation Statement DC

Twyford Bathrooms Pension Scheme
Defined Contribution Section
Statement of Investment Principles — Implementation Statement

The purpose of this Statement is to provide information which is required to be disclosed in accordance with
the Ocecupational and Perscnal Pension Schemes (Disclesure of Information) Regulations 2013, as
subsequently amended, including amendments to transpoze the EL Shareholder Rights Directive (SRD 1)
into UK law. In particular, it confimna how the investment principles, objectives and policies of the Trustee's
Statement of Investment Principles (SIP) dated 28 September 2020 for the Defined Contribution {DC)
Section of the Scheme have been implemented.

It alzo includes the Trustee's voting and engagement policies, as well as details of any review of the SIP
durimg the year, subsequent changes made and the reasons for the changes (if any). A description of the
vioting behaviour during the year, either by or on behalf of the Trustee, or if a proxy voter was used, iz also
included within this Statement.

This Statement covers the period 1 January 2022 to 31 December 2022,

Investment Objectives of the DC Section

The investment objectives of the DC Section are set out on page 1 of the Trustes’s SIP. The Trustes's
overall invesiment objective for the DC Secticn iz to maximige the value of the member's retirement benefits
subject to appropriate levels of investment risk for each memiber and accepiable management and
administration costs.

Stewardship policy

The Trustee expects its Investment Manager to exercize ownership rights attracted to investments, including
vioting and engagement rights, in order to safeguard sustainable retums over this time frame. On an ongoing
basis the Trustee will azsess the stewardship and engagement activity of its Investment Manager (delegating
to the Investment Consultant where appropriate). This will be done by reviewing the Investment Manager's
vioting and engagement policy, surmmary reports detailing the engagement and voling activity undertaken by
the invesiment manager, and asking questions directly to the Investment Manager.

Review of the SIP

The Trustee last reviewsd the SIP in September 2020, which was updated to comply with the new
invesiment regulations in relation to Environmental, Social & Governance (ESG) considerations.

The Trustee has a policy on financially material considerations relating to ESG issues, including the risk
associated with the impact of cimate change. In addition, the Trustee has a policy on the exercise of rights
and engagement activities, and a policy on non-financial considerations. These policies are set out in full
below and are detailed in the Trustee’s SIP.

The Trustee’s policies on financially and non-financially material considerations, as well as engagement and
vioting activities were not updated in the SIP in force during the year.

Investment managers and funds in use

The assets of the DC Section are all invested with LGIM, and the Trustee rates this manager highly for its
consideration of ESG factors as well as its active engagement in respect of the investmenis it holds.
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The Trustee did not change the funds available for use by members during the year. The invesiment funds
used for the DC Section, within both the default lifestding strategy and the self-select options available to
members, are set out in the tables below:

Asset Class Fund

LGIM Global Equity Fixed Weights 50:50 Imdex Fund

Equities
LGIM UK Equity Index Fund
LGIM Managed Fund
Multi asset LGIM Distribution Fund
LGN Mutti Asset Fund
Property LGIM Property Fumd
Corporate bonds LGIM Corporate Bond Fund

LGIM &ll Stocks Gilts Index Fund

LGIM Ower 15 Year Gilts Index Fumnd
Government bonds

LGIM Index Linked Gilts Index Fund

LGIM Cwer & Year Index Linked Gilts Index Fund

Cash LGIM Cash Fund

The default investment strategy, Twyford Lifestyle Profile’, used for members invested in the DC Section is
set out below:

Period prior to a member's P— I A——

target retirement age

Up to B years prior to target The approach invests wholly in the Global Equity 50:50 Fund.
retirement age

Phased switches are made between the funds to achieve an allocation of 75% in
the LGIM Multi Asset Fund and 25% in the LGIM Cash Fund by target retirement

age.

From 8 years before target
retirement age

Investment Governance

The Trustee is responsible for making investment decisions, and seeks advice as appropriate from
Broadstone Corporate Benefite Limited (‘Broadstone’), as the Trustee's investment consultant.

The Trustee does not actively obtain views of the membership of the DC Section to help form itz policies set
out in the DC Section’s SIP. The DC Section is comprised of a diverse membership, which the Trustes
expects to hold a broad range of views on ethical, political, social, environmental, and quality of life issues.

The Trusiee has put in place strategic objectives for Broadstone, as the Trustee’s invesiment consultant, as
required by the Occupational Pension Schemes (Governance and Registration) (Amendment) Regulations
2022, which were last reviewed by the Trustee in 2021.
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Trustee's Policies

The table below sets out how, and the extent to which, the relevant policies in the DC Section’s SIP has

been followed:

Process for Choosing
Investments

The process for choosing investments is as follows:

*  |dentify appropriate invesiment chjectives,

* Consider the risks faced by members of the DC Section,
and

* |dentify a range of investment oplions for members suitable
to cover the range of likely imeestment objectives and risk
tolerances owver a member's working life.

In considering the appropriate investments for the DC Section
the Trustee has obtained advice from Broadstone Corporate
Bemefits Limited, whom the Trustee believes to be suitably
qualified fo provide such advice as the Investment Consultant.

Mo deviation from this
policy owver the year to
31 December 2022

Risk Management and
Measurement

The Trustes acknowledges that there are risks associated with
any investment policy. The Trustee's policy is to review and
manage these risks with their advisers in relation to:

+  the performance of the appointed fund managers.
*  the nature of the investments held, and
* the bensfits available to members at retirement.

The Trustee's policy is to ensure that any risks relating to the
members' benefits that stem directty from their investment policy
are managed by investing in assets that are consistent with the
principles of their SIP and the wishes of the members.

The Trustee monitors the performance of the investments an a
regular basis and as a minimum on a yeary basis. The Trustee
acknowledges that passive funds will not materially outperform
their benchmark, but consider the features of passive imwestment
o be most appropriate and offer best value for money for the
Scheme's members.

Mo deviation from this
policy owver the year to
31 Decamber 2022

Default Investment
Strategy

The Trustee's primary objective for the default amangement is to
offer an inwvestment strategy to satisfy the requirements of the
majority of members without introducing complexity of
imeestment. A further objective is to ensure that the funds are
prowided by a reputable investment manager and that those
funds provide good value for money for the members, with
charges kept to an appropriate level.

Ma change in this policy
over the year to 31
December 2022

Investment Self-
Select Options

Members are free to choose to invest in any combination of the
self-select funds available via Legal & General. These funds are
listed above.

Mo change in this policy
ower the year to 31
December 2022
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Day-to-Day
Management of the
Assets

The Trustee delegates the day-to-day management of the assets  No deviation from this

o LGIM.

LGIM will supply Broadstone with sufficient information upon
request to enable monitoring of financial and non-financial
performance.

The approprateness of the Investment Manager's remuneration
will be assessed relative to market costs for similar strategies,
the skill and resources required to manage the strategy, and the
success or gtherwise a manager has had in meeting its
objectives both financial and non-fimancial.

policy over the year to
31 December 2022

Realisation of
Investments

The Trustee has delegated the responsibility for buying and
selling investments to LGIM.

Mo deviation from this
policy owver the year to
31 December 2022

Financially and Non-

The Trustee's policies on financially and non-financially material

No deviation from this

Financially Material considerations is set out on pages 4-5 of the SIP and in full policy over the year to
Considerations below 31 December 2022
(zee below)
Additicnal Voluntary The Trustee is responsible for the investment of AVCs paid by No deviation from this
Contributions members. AVCs are also invested with LGIM. policy ower the year to
[*ANCs") 31 Decembsar 2022

Financially and non-financially material considerations

The Trustes believes that the congideration of financially material ESG (including climate change and
sustainakbility) factors in investment decision making can lead to betier risk adjusted investment retums. The
Trustee expects their Investment Manager, when exercising discretion in investment decision making, to take
financialtly material ESG factors info account. On an ongoing basis the Trustee (delegating to the investment
consultant where appropriate) assess the ESG integration capability of its Investment Manager.

Where ESG factors are non-financial (i.e., they do not pose a risk to the prospect of the financial success of
the investment) the Trustee believes these should not drive investment decisions. The Trustes expects their
Investment Manager, when exerciging dizcretion in investment decizion making, to consider non-financial
factors only when all other financial factors have been considered and in such a circumstance the
consideration of non-financial factors should not lead to a materal reduction in the efficiency of the
investment. Members’ views are not sought on non-financial matters (including ESG, quality of life
considerations and ethical views) in relation to the selection, retention and realisation of investments.

The Trustee's views on how ESG issues are taken account of in each asset class used is set out below.

Asset Class ActivelPassive Trustee's views

Equities The Trustee acknowledges that the investment manager must invest in line
with specified indices and, therefore, may not be able fo disimeest from a
particular security if they have concems relating to ESG. The Trustee expects
the imvestment manager to take ESG considerations imto account by engaging
with companies that form the index, and by exencising voting rights on these
COmpanies.

Pazsive
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Multi asset Active The Trustee expects the investment manager to take financially material ESG
factors into account, given the active management style of the funds and the
ability of the manager to use its discretion to generate higher risk adjusted
retums. The Trustee also expects its investment manager to engage with the
underiying investes companies, where possible, atthough it appreciates that
fixed income assets within the portfolio do not typically attract wvoting rights.

Property Active The Trustee believes there is less scope for the consideration of ESG issues
to improve risk-adjusted retumns in this asset class because of the nature of the
securities. However, the Trustee expects the investment manager to have
regard to ESG issues when properties are being sold and purchased within the
portfolic, together with any cpportunities to re-develop existing properties with
ESG issues in mind.

Corporate bonds  Active The Trustee expects the investment manager to take financially material ESG
factors into account, given the active management style of the fund and the
ability of the manager to use its discretion to generate higher risk adjusted
retumns. The Trustes also expects its investment manager to engage with
investes companies, where possible, athough they appreciate that fixed
income assets do mot typically attract voting rights.

Government Pazzive The Trustee believes there is less scope fior the consideration of ESG issues

bonds to improve risk-adjusted retumns in this asset class because of the nature of the

Cash Active The Trustee believes there is less scope for the consideration of ESG issues
to improve risk-adjusted returns in this asset class because of the nature of the

Voting rights and engagement activities

The Trustee and members currently invest in pooled investment funds with LGIM, and the Trustee
acknowledges that thiz limits its ability to directly influence the invesiment manager. In particular, all voting
activities have been delegated to the investment manager, as the Trustes does not have any legal right to
viote on the underlying holdings, given the pooled nature of the DC Section’s investments.

However, the Trustee penodically meets with the investment manager, to engage with them on how they
have taken ESG issues and voiing nghts into account for the investment approaches they manage on behalf
of the Trustee. As part of this, the Trustee will 22k to challenge their investment manager on these matters
where they think this is in the best interests of memibers.

Cut of the funds held by the DC Section over the year, the funds shown in the table below contain publichy
listed equity holdings. These funds have voling rights attached to the underlying equities held within the
funds, and the Trustee has delegated these voting rights to the manager, where the manager sets its own
vioting policy. A summary of the votes made by the manager from 1 January 2022 to 31 December 2022 on
behalf of the Trustee for each fund used by the members or available to use during the year was requested
from the manager. We requested that the manager provides voting data broken down into Environmental,
Social and Govemance categories, however, the manager has informed us that the data is not yet available
in this format. We will continue to request the breakdown of this data in future periods. The data in the table
below iz therefore provided at total fund level.
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LGIM Giobal Equity Fixed Weights (50:50) Index Fund 40751 B2% 18% =
LGIM UK Equity Index Fund 10,848 5% 5% =

LGIM Managed Fund T2.047 7o% 20% 1%
LGIM Distribution Fund 72,832 To% 20% 1%
LGIM Muti-Asset Fund 08,833 77% 229 1%

All of the DC Section's assets are invested in pooled funds. Regarding proxy voting, LGIM do not use a
proxy-voting service and voting is performed in-house.

The Trusiee has requested details of the significant votes made on behalf of the DC Section by the manager
for each fund which has voting rights. In determining significant votes, the manager's investment
stewardship team takes into account the eriteria provided by the Pensions & Lifetime Savings Association
(PLSA) guidance. This includes but is not limited to:

+ High profile votes which have such a degree of confroversy that there is high client andfor public:
scrutiny;

+  Significant client interest for a vote: directly communicated by clients to the Investment Stewardship
team at the manager’s annual Stakeholder roundtable event, or where we note a significant increase
in requesats from clients on a particular vote;

+ Sanction vote as a result of a direct or collaborative engagement;

+ ote linked to an any manager engagement campaign, for example in line with LGIM Investment
Stewardship's S-year ESG priority engagement themes.

Significant votes

The Trusiee believes the following is the most significant vote undertaken on their behalf over the scheme
year by LGIM:

Imvestment Manager LGIM
Company Apple
Date of vote 4 March 2022

% of portfolio invested in firm Mot provided by LGIM

Resalution Report on Civil Rights Audit

Why significant L.GIM uur'rsider.pmpusaIE relating to diversity and inclusion policies o be a material
risk fo companies.

Voting decision ‘Woted For
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Manager comments

LGIM publicly communicates its vote instructions on its website with the rationale for
all votes agaimst management. [t is our policy not to engage with our investes
companies in the three weeks prior to an AGM as our engagement is not limited fo
shareholder meeting topics.

ote outcome The proposal was carmied by the majority of shareholders.

Engagement activities

The Trustee has also delegated engagement activities to the Investment Manager. A notable engagement
activity of the investment manager is provided below:

LGIM's Investment Stewardship and Climate Solutions teams apoke directly with the management
of Capricom, a amaller-scale oil and gas company who announced their intention to merge with
other emergy companies in 2022, which had raised some concems about the company’'s governance
and decision-making process. LGIM voiced their concems about the first proposed transaction to
African-based Tullow Qil, as it did not seem to advance the energy transition strategy for Capricom's
shareholders, in light of the increased exposure to oil prices and geographical risks. Additionally,
LGIM believed that such a merger would have resulted in increased financial leverage and
dramatically elevate climate fransition risks. In further conversations with Capricom, LGIM asked
detailed questions about the process they had gone through in terms of deciding on this merger and
whether other alternatives were considered. Nevertheless, despite mounting opposition from LGIM
and other shareholders, Capricorn and Tullow initially proceeded with the merger before a decision
was taken by Capricom to abandon it, citing concems about market conditions and external factors
as the reason.

A zecond merger proposal with NewMed, an lsraeli-based natural gas producer, was met with riging
suspicion and even less support than the first. LGIM met again with Capricom to voice their
concems. As a result of these unpopular proposals Palliser Capital, a key shareholder of Capricom,
called an Extraordinary General Mesting in January 2023 for shareholders to vote on a complete
overhaul of the Capricormn Board of Directors.

The Trustee alzo considers an investment manager's policies on stewardship and engagement when
selecting and reviewing investment managers.

Monitoring of Investment Arrangements

In addition to any reviews of investment managers or approaches, and direct engagement with investment
managers (as detailed above), the Trustee receives performance reports on a guarterly basis from the
investment manager to ensure the investment objectives sat out in the DC Section’s SIP are being met.

Signed: Date: 28 July 2023

On behalf of the Trustee of the Twyford Bathrooms Pension Scheme — Defined Contribution Section
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