The Graham Tiso Staff Pension Scheme (the "Scheme")

Annual Governance Statement for the Scheme Year ending 5 April 2022

Trustees are required to prepare a statement showing how they have met certain minimum
governance standards in relation to defined contribution benefits. The Scheme is a Defined
Contribution arrangement under which there are Guaranteed Minimum Pension (GMP)
underpin benefits for members who joined prior to 6 April 1997. However, this statement
refers only to the defined contribution benefits.

The minimum governance standards cover six principal areas relating to the Scheme’s defined
contribution benefits, namely:

the default investment arrangements,

e processing of core financial transactions,

e calculating member borne charges and transaction costs and explaining how they
represent value for money for the members;

¢ anillustration of the cumulative effect of these costs and charges;
a ‘value for members’ assessment and

o the level of the trustee’s knowledge and understanding.

As Chair of the Scheme, | have to report on how the Trustee complies with these minimum
standards below. This statement covers the period from 6 April 2021 to 5 April 2022.

Default Arrangements

Royal London (formerly Scottish Life) was appointed to manage the Scheme assets when the
Scheme was set up by the Company and the original Trustees.

The Scheme closed to future accrual on 31 August 2011 and is not used as a qualifying
scheme for auto-enrolment.

There are 2 default arrangements under the Scheme, namely the Crest Secure Plan and the
Balanced Retirement Investment Strategy of the Crest Growth Plan.

The Crest Secure Plan is similar to a with profits fund but with a lower exposure to the stock
market and has been available since the Scheme’s inception. As a result there is no terminal
bonus provided when benefits are taken, although a regular bonus is added to the member’s
fund, normally annually.

The Balanced Retirement Investment Strategy of the Crest Growth Plan has been available
since 1t January 2000 and invests initially in the RLP UK Equity Fund. Investments are then
gradually switched annually into the RLP Managed Fund which gives access to a wider mix of
markets, including property. In the later years, investments are switched into the RLP Fixed
Interest and RLP Deposit funds.

The aims and objectives of the default arrangements, as stated in the Statement of Investment
Principles “SIP” are as follows: -

GMP Element

The primary investment objective of the Trustee is to seek to ensure the Scheme is able to
meet the benefit payments promised as they fall due from a combination of investments
returns and planned contributions.



o Keep the costs and manager risk in implementing the investment strategy to a
minimum;

e Seek to utilise the skills of investment managers to enhance returns to the extent they
reasonably expect that the manager will be able to add value in excess of the extra
fees over time;

e Seek to use the skills of investment managers to reduce volatility and to increase
diversity across asset classes where prudent and to do so given the other investment
objectives;

e See to manage currency risk as part of the overall investment risk of the portfolio where
they reasonably consider such an approach has the potential to reduce volatility.

Defined Contributions

The long-term objectives are to provide members with investment options that will enable them
to optimise the real return on investments to build a fund which will be used at retirement to
purchase an annuity and or be taken as a cash lump sum. The Trustee has therefore selected
the investment options: -

e Cover a range of member interests;

e Provide an appropriate level of security, quality, liquidity, cost effectiveness and
profitability;

o Recognising that the available investment options directly impact the Scheme
members and their expectations for their retirement provision;

The Trustee monitors Royal London’s policy for Environmental Social and Governance (ESG)
and their investment choices through Royal London’s Stewardship and Responsible
Investment Report 2022.

The Trustee regularly reviews the performance of the two funds to ensure they are still fit for
purpose. The last review by the Trustee took place with the Principal Employer as part of the
2019 Actuarial Valuation on 29 April 2020. The review included an analysis of fund
performance and member activity to check that the risk and return level met expectations. It
was agreed to keep the Scheme investment features unchanged. The next review will take
place following completion of the 2022 Actuarial Valuation.

Core Financial Transactions

The Trustee is required to explain how they ensure that core financial transactions for the
defined contribution benefits are processed promptly and accurately.

Each member with defined contribution benefits has an individual earmarked preserved
account with Royal London. Therefore, Royal London administers all of the financial
transactions for these benefits.

The Trustee monitors the performance of Royal London service standards, both generally and
on a case by case basis.

The Trustee is satisfied that the processes and controls in place with the administrator are
robust and will ensure that the financial transactions are dealt with accurately and in a timely
manner.

Royal London has a service level agreement (“SLA”) in place which covers the accuracy and
timeliness of all core financial transactions. They have confirmed there are no regular
payments being paid to the Scheme. Their SLA for switches are next working day, however
there have been no ad-hoc switches over the 2021/2022 Scheme Year; 100% of
disinvestments were completed within 5 to 10 working days from the date the last piece of



information is received, and Royal London confirmed that they met this for the 2021/2022
Scheme Year. Royal London monitor their Service Levels on a daily basis. All administration
is dealt with by one central team and this particular type of work is checked by a second user.
Their work is regularly monitored by a separate Quality Assurance team and they are also
internally audited from time to time. Royal London have confirmed that there have been no
breaches of the requirements on these core financial transactions during the 2021/2022
Scheme year.

Assessment of member-borne charges and transaction costs

In accordance with regulations 25(1)(a) of the Administration Regulations, the Trustee is
required to report on the charges and transaction costs and their assessment of the extent to
which these charges and costs represent good value for money. This is important because
the transaction costs and charges borne by the members directly impact on their pension
savings. For this reason, the Trustees keep the level of these under regular review.

In accordance with regulations 23(1)(ca) of the Administration Regulations, as inserted by the
2018 regulations, the Trustee has provided an example illustration which show the impact on
pension savings. The statutory guidance provided has been considered when providing the
example.

Charges and Transaction Costs

The Crest Secure Plan is similar to a with-profits policy and as such there are no explicit
charges and transaction costs. Royal London take their charges from the profits of the policy,
but details of these charges are not available. The Trustee reviews the regular bonuses
awarded, to ensure that they are reasonable compared with similar contracts.

The Crest Growth Plan, has the following AMCs:
RLP UK Equity Fund 1%
RLP Managed Fund 1%
RLP Fixed Interest Fund 1%
RLP Deposit Fund 1%

When preparing this section of the statement the Trustee has taken account of the relevant
statutory guidance. The Trustee’s assessment of Value for Members follows in this Statement.



Ocecupational pension scheme - typical paid-up member data
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Occupational pension scheme - typical paid-up member data
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Value for members assessment

The Trustee is required to assess the extent to which member borne charges and transaction
costs represent good value for members. It is difficult to give a precise legal definition of “good
value” but the Trustee considers that it broadly means that the combination of costs and the
quality of what is provided in return for those costs is appropriate for the Scheme membership
as a whole, when compared with other options available in the market. The assessment was
undertaken taking account of the Pensions Regulator’s code of Practice No. 13 (Government
and administration of occupational trust-based schemes providing money purchase benefits).

The Trustee reviews all member-borne charges annually with the aim of ensuring that
members are obtaining value for money given the circumstances of the Scheme. A new value
for members assessment was published by the DWP on 21 June 2021 and applies for scheme
years after 31 December 2021 following statutory guidance effective from 15t October 2021.
The Trustee will continue to be required to report net investment returns. The Trustee notes
that value for money does not necessarily mean the lowest fees, and the overall quality of the
service received has also been considered in this assessment.

The Trustee presented a proposal to the Principal Employer from the investment adviser to
carry out a value for member assessment at a meeting on 6" October 2022 which was not
agreed on cost grounds. The Principal Employer provided authority instead for the Trustee to
discuss transfer terms for members with Defined Contribution “DC” benefits only to the
People’s Pension master trust which provides the workplace pension for its employees. The
Trustee received the governance statement from People’s Pension including its value for
member assessment to 315 March 2022 quoting annual management charges of 0.5% for a
default fund structure plus self-select options. The People’s Pension waived an initial charge
for receipt of a bulk transfer on standard deed of transfer terms. The Trustee agreed with the
Principal Employer to proceed with a bulk transfer at a meeting on 17" October 2022 subject
to investment advice from the investment adviser, due to the competitive terms on offer to
improve members’ outcomes. The Trustee will also take legal advice that a rule amendment
would need to be required to proceed with the bulk transfer.

No benefits have been paid on a DC basis since the requirement within the Chair Statement
to assess value for members. For members with DC benefits with a GMP underpin, the GMP
benefit underpin exceeded the value of DC benéefits. It is the Trustee’s view that DC benefits
are highly unlikely to exceed the GMP underpin for the members of this hybrid scheme in the
future. The Trustee will review this with the Scheme Actuary when reviewing the triennial
valuation report.



Trustee Knowledge and Understanding

The Trustee has in-depth knowledge of the trustee deed and rules and regularly reviews all
the trust documentation as part of the ongoing governance of the Scheme.

The Trustee is an accredited Professional Trustee and regularly receives Continuing
Professional Development “CPD” from pension experts, seminars and conferences. The
Trustee carries out a similar role for other occupational schemes and also undergoes training
from Punter Southall Governance Services and met the Training Objective within the AAF
02/07 external audit for 2021. As such, the requirement under section 248 of the Pensions
Act 2004 (requirement for knowledge and understanding) has been met during the Scheme
year by the Trustee.

Signed for and on behalf of The Trustee of The Graham Tiso Staff Pension Scheme

K Clark

Chair of the Trustee

25" October 2022



