Statement regarding DC governance

The Scheme is primarily a defined benefit scheme but holds a number of money purchase benefits. Under
regulation 23 of the Occupational Pension Schemes (Scheme Administration) Regulations 1996, as
amended (the ‘Regulations’), the Trustee is required to produce a yearly statement (which is signed by the
Chair of the Trustee) to describe how the governance requirements have been met in relation to these
money purchase benefits. This statement principally covers:

The requirements for processing core financial transactions,

The charges and transaction costs borne by members,

An illustration of the cumulative effect of these costs and charges,
Net returns of the Scheme’s investments,

A ‘value for members’ assessment, and

The Trustee’s knowledge and understanding (TKU).

The money purchase benefits held in the Scheme arise from the historic payment of Additional Voluntary
Contributions (AVCs) and the transfer of money purchase benefits from the Corah Pension and Life
Assurance Plan. The money purchase benefits are held in various investment arrangements. No further
money purchase contributions are being paid to the Scheme.

The Scheme is not being used as a qualifying scheme for automatic enrolment purposes. For that reason,
the Scheme has no default (investment) arrangements for the purposes of the Regulations and so the
aspects of the Regulations applying to default arrangements are not dealt with in this statement.

The Trustee publishes this statement to the Scheme’s website annually to ensure it is accessible to
members.

Requirements for processing core financial transactions

The Trustee has a duty to ensure that core financial transactions relating to the money purchase benefits
(which includes the transfer of assets into and out of the Scheme, switches between different investments
and payments to and in respect of members) are processed promptly and accurately.

Such financial transactions were undertaken over the year under review on the Trustee’s behalf by the
Scheme’s administrators, the Coats Pensions Office (CPO). The Trustee’s agreed service levels (SLs)
with the CPO covering all administration tasks including the accuracy and timeliness of the processing of
financial transactions. CPQO’s SLs apply to all members of the Scheme.

The key processes CPO has in place to ensure that the SLs are met are:

e atask-logging system which is reviewed weekly for forthcoming workloads, with tasks allocated daily;

° daily review of bank balances;

° weekly reconciliation of bank balances; and

e protocols to ensure each payment goes through an agreed multi-level review and sign off process
(which varies by amount).

The Trustee’s Audit, Risk and Administration Committee (ARAC) meets quarterly (or more often if
required) and reviews CPO'’s internal controls on behalf of the Trustee as well as CPO’s performance
against the agreed SLs.

Quarterly administration reports are prepared by CPO. These reports include performance against SLs,
will highlight any issues or failure to meet the SLs and provide reasons for and details of the resolution of
any SL breaches (if applicable). The reports also include the details of any member issues or complaints
raised.

The ARAC review and discuss these reports at each ARAC meeting. It then reports to the Trustee on CPO
performance against SLs and highlights any concerns or issues. During the period under review, there
were no significant concerns or issues raised with the Trustee nor any negative member feedback on core
financial transaction activity.

The ARAC, on behalf of the Trustee, also monitors transfer activity to ensure there are no transfers which

indicate potential pension scam activity. During the period under review, there has been no identified
suspicious transfer activity to report to the Trustee.

35



As reported in last year’s governance statement, in June 2022 the Trustee decided to commission a
review of the Scheme data and this resulted in an action plan for data improvements. The data
improvement exercise is now underway and forms part of the Trustee’s ongoing commitment to review
and improve data quality. The first stage of this project, being a review of the data cleansing required
under each of the legacy schemes, was completed in 2022. Data cleaning priorities have been ranked on
a Red/Amber/Green basis, with Red items resolved by 31 March 2023 and subsequent, lower priority
items to be tackled throughout 2023/24 to match the requirements of upcoming projects such as GMP
equalisation.

CPO takes responsibility, on behalf of the Trustee, for ensuring that the transactions processed by the
third-party providers of the money purchase benefits in the Scheme are completed promptly and
accurately and to report to the Trustee on any deficiencies in the service from these providers. The
providers manage the switches for those arrangements where members can choose their own funds.
Neither CPO nor members reported any issues with this process in the year under review.

Based on the above, the Trustee is satisfied that over the year under review:

e  CPO operated appropriate procedures, checks and controls that were within the agreed SLs:

e there have been no material administration errors in relation to processing core financial transactions;
and

e all core financial transactions have been processed promptly and accurately.

The Trustee is also satisfied that there have been no material administration service issues during the
year covered by this statement.

Charges and transaction costs borne by members

The Regulations require the Trustee to set out the ongoing charges incurred by members (‘Fund charges’)
which are:

e annual fund management charges, plus

e any additional fund expenses such as custody costs.

Fund charges exclude transaction costs. Transaction costs must be disclosed by the Trustee separately.
These are costs incurred by members when they invest in and switch between funds.

The Trustee requested details of the Fund charges and transaction costs from each of the providers of the
money purchase arrangements. The information that has been obtained by the Trustee for the providers
of the unitised funds is detailed below. The information to be provided for the with--profits funds is covered
later in this statement.
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Charges and transaction costs borne by members (continued)

Former Coats Pension Plan members’ AVC funds held with Aviva

Fund Total _
Fund Name Transaction

charges Costs
Aviva Pension Multi-Asset Index Growth Fund 0.59% 0.1472%
Aviva Pension Stewardship UK Equity 0.59% 0.0779%
Aviva Pension BlackRock UK Equity Index Tracker 0.59% 0.0997%
Aviva Pension BlackRock Over 15 Year Gilt Index Tracker 0.59% 0.0177%
Aviva Pension BlackRock Japanese Equity Index Tracker 0.59% 0.1894%
Aviva Pension BlackRock World ex UK Equity Index Tracker 0.59% 0.0379%
Aviva Pension BlackRock Pacific Rim Equity Index Tracker 0.59% 0.0629%
Aviva Pension BlackRock European Equity Index Tracker 0.59% 0.0425%
Aviva Pension BlackRock Corporate Bond All Stocks Index Tracker 0.59% 0.0658%
Aviva Pension BlackRock Over 5 Year Index-Linked Gilt Index Tracker 0.59% 0.0264%
Aviva Pension Cash 0.59% 0.0009%
Aviva Pension BlackRock US Equity Index Tracker 0.59% 0.0108%
Aviva Pension Multi-Asset Index Cautious Fund 0.59% 0.1075%
Aviva Pension BlackRock (50:50) Global Equity Index Tracker 0.59% 0.0392%
Aviva Pension Property 0.59% 0.1006%
Aviva Pension M&G Feeder of Property 1.12% 0.0151%

Fund charges - Fund's administration cost for the Scheme.
Total Transaction Cost - The total annual fund transaction costs. This is the total of the 'Buying and Selling' costs and 'Lending and
Borrowing' costs as described below:

. Where it is an internal fund, which is a fund managed to an investment mandate set by Aviva UK Insurance, these are the
costs incurred in buying and selling units in the Aviva insured fund and the costs incurred by this fund in buying and selling its
holdings.

. Where the Aviva insured fund invests in an external fund these are the annual costs incurred in buying and selling units in the
underlying external fund and the annual costs incurred by the underlying fund in buying and selling its holdings.

. The annual costs incurred by either the Aviva insured fund and / or the underlying fund in lending and borrowing its holdings.

Former Staveley Industry Retirement Benefits Scheme members’ AVC funds held with Clerical Medical:

Fund Name Fund Total
charges | Transaction

Costs
GB0002040953 Clerical Medical International Growth Pension 0.5% 0.34%
GB0002042116 Clerical Medical UK Growth Pension 0.5% 0.38%
N/A Clerical Medical With Profits Fund 0.5% 0.33%
GB0002677531 Clerical Medical Halifax Pension 0.5% 0.00%
GB0002040516 Clerical Medical UK Index-linked Gilt Pension 0.5% 0.36%
GB0002040738 Clerical Medical Cash Pension Fund 0.5% 0.02%

Fund charges - Fund's administration cost for the Scheme.
Total Transaction costs - This is the total transaction cost figure for the fund (i.e. for Buy & Sell transactions and Lending &
Borrowing transactions).

Former Brunel Holdings Pension Scheme members’ AVC funds with Reassure:
The only charges on the members’ funds all of which are held in the Equity 2 fund are the annual
management charge (AMC) of 0.75% on the investment and the investment charge (of 0.02%).
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Charges and transaction costs borne by members (continued)

Former Staveley Industry Retirement Benefits Scheme members’ AVC funds held with Utmost

The costs and charges for Utmost are a fund charge of 0.75% plus total actual transactional costs of
0.36% for the multi-asset cautious fund and 0.318% for the multi-asset moderate fund, being the two
funds, which are invested in by the members.

The other nine arrangements are invested in with-profits funds. As is typical for investors in with-profits
funds, they do not have visibility of the actual value of the underlying assets. The value of the underlying
fund changes daily, but investors’ fund values grow by a steady rate, called the regular bonus rate, which
is calculated annually. Whilst the fund value grows steadily with regular bonuses, it may be lower or higher
than the value of the underlying assets. The charges are applied to the underlying assets, which adds
complexity when providing details of the charges applicable to the members’ funds.

Information was sought from the providers of these with-profits funds on charges and transaction costs.
The limited information provided is detailed below:

Provider Provider details | Fund charge Transaction costs
Prudential g;’l;ah DC section | 4 09, 0.24%
] ) Sun Life With Profits note (1) With Profits note (1)
Aviva Life
Wilton 0.47% 0.032%
, Corah (AVCs 1.00% 0.20%
Prudential only)
Atkins 1% 0.24%
0.25% . )
(One member is With Profits note (1)

(One member is invested in
the managed fund with
Transaction costs of 0.03%)

Aviva Life (FL) invested in the
managed fund with
charge of 0.75%)

Policy 1 With Profits note (2) 0.20%
Prudential - - -
Policy 2 With Profits note (2) 0.00%
0.5% 0.33%
Clerical Medical (no policy holders are | (No policy holders are
invested in with profits) | invested in with profits)
Scottish Widows 0.875% With Profits note (2)

Fund charges - Fund's administration cost for the Scheme.
Total Transaction costs - This is the total transaction cost figure for the fund (i.e. generally including buying and selling
transactions and lending and borrowing transactions).

With Profits Notes

Where information was not available the providers either referred us to their Principles and Practices of Financial Management, the
document which all providers must prepare and follow when managing its with-profits business (With Profits Note 1) or advised that
any charges are implicit and taken from the underlying assets (With Profits Note 2)

When preparing this section of the statement the Trustee has taken account of statutory guidance.

Review of DC Funds

In 2021, the Trustee engaged its investment adviser, Redington, to carry out a review of the DC funds on
its behalf as detailed below. The Trustee has agreed to review the DC funds in detail every 3 years. This
means that the next detailed review will be carried out in 2024.
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lllustration of charges and transaction costs

The legislation requires the Trustee to provide an illustrative example of the cumulative effect over time of
the application of the charges and transaction costs noted in the previous section, on the value of a
member’s accrued rights to money purchase benefits. The following table sets out an illustration of the
impact of charges and transaction costs on the projection of an example member’s pension savings. The
funds used in the illustration are funds available under the Aviva AVC arrangement. Most members’
money purchase benefits are held in the Aviva AVC arrangement.

To best illustrate the potential effect on members’ money purchase benefits of the charges being applied,
the Aviva funds with the lowest and highest charges are included, together with funds with a range of
investment returns. In determining the example illustration, the Trustee analysed the Scheme’s money
purchase benefits, taking into account the range of member fund sizes, the range of investment returns
and costs and charges across the various money purchase arrangements and the range of the expected
periods of Scheme membership and the time it will take members to reach the Scheme’s normal pension
age.

Under each fund there are two columns. The first shows the projected pension values assuming no
charges are taken. The second shows the projected pension values after costs and charges are taken.

lllustration of effect of cost and charges for typical funds with Coats UK Pension

Scheme
11-year Lifestyle Av Cash-FPCASH_P e
Default Investment Programme Lowest charge fund Highest charge fund
Assumed growth rate 5.4% Assumed growth rate 2.5% Assumed growth rate 6.5%
Assumed costs and charges 0.63% Assumed costs and charges 0.59% Assumed costs and charges 0.77%
Projected value | Projected value | Projected value | Projected value | Projected value | Projected value
At end assuming no after costs and assuming no after costs and assuming no after costs and
of year | charges are taken| charges are taken| charges are taken| charges are taken| charges are taken| charges are taken
1 £1,210 £1,210 £1,190 £1,180 £1,210 £1,210
2 £2,470 £2,450 £2,370 £2,360 £2,470 £2,450
3 £3,780 £3,740 £3,560 £3,530 £3,780 £3,730
4 £5,140 £5,070 £4,750 £4,690 £5,140 £5,060
5 £6,550 £6,440 £5,930 £5,840 £6,550 £6,420
10 £14,500 £14,000 £11,900 £11,500 £14,500 £13,900
15 £24,100 £22,900 £17,800 £17,000 £24,100 £22,600
20 £35,700 £33,200 £23,700 £22,400 £35,700 £32,800
25 £49,800 £45,400 £29,700 £27,600 £49,800 £44,600
30 £66,900 £59,700 £35,600 £32,600 £66,900 £58,400
35 £87,500 £76,500 £41,500 £37,500 £87,500 £74,400
40 £112,000 £96,000 £47,500 £42,300 £113,000 £93,100
45 £135,000 £113,000 £53,400 £46,900 £143,000 £115,000
50 £150,000 £123,000 £59,300 £51,400 £179,000 £140,000
List of funds included in the Default Investment Option
Fund Name Total Cost and Charge Growth Rate (p.a.)
Av Cash-FPCASH_P épsg"/)o 2.50%
Av BlackRock Over 15 Year Gilt Index Tracker-FPILGXAP 0.60% 3.50%
Av BlackRock Over 5 Year Index-Linked Gilt Index Tracker-FPILGX_P 0.62% 3.00%
Av BlackRock (50:50) Global Equity Index Tracker-FPGBEX_P 0.64% 6.50%

Notes:

o Starting pot size used is £0.

e Contributions are assumed to be paid £100 monthly increasing at 2.5% each year.

e The figures illustrate the pension pot value in “today’s money” which means that they take inflation into account by discounting.
values at 2.5% a year (i.e. treating each pound as though it has 2.5% less purchasing power than it did the previous year).

e Transaction costs may not have been included where data was not made available to Aviva from the fund managers.

e As the Scheme’s default investment option moves investments to lower risk funds when members approach retirement, the growth

rate and charges within the investment option may change. These expected charges have been modelled within the projections.

When preparing this section of the statement the Trustee has taken account of statutory guidance.

39



Net Investment returns

The Trustee has requested details of the net investment returns (i.e. return on investments net of charges
and transaction costs) from all providers but as explained above the charges for with-profits funds are
complex as they are applied to the underlying assets for with-profits funds and can vary due to the bonus
rates applied. As such the net investment returns have not been confirmed by these providers. The
following tables therefore shows the investment returns available from the unit linked funds after charges
and transaction costs, as detailed above, have been allowed for.

Coats Pension Plan members’ AVC funds held with Aviva

Annualised returns net of charges — Aviva funds

. One year Five years Ten years Fifteen years

Duration

annualise annualise annualise annualise

( lised) ( lised) ( lised) ( lised)
Time Period 31/03/2022 31/03/2018 31/03/2013 31/03/2008

31/03/2023 31/03/2023 31/03/2023 31/03/2023
é\xnl\gultl-Asset Index Growth -3.84% 6.97% 6.72% 6.53%
Av Stewardship 1.38% 5.00% 5.95% 5.64%
Av BlackRock UK Equity Index 1.95% 4.64% 5.25% 5.58%
Ay BlackRock Over 15 Year -30.22% -6.86% -0.05% 2.77%
ﬁ]\éeB)l(ackRock Japanese Equity 1.08% 3.66% 6.94% 5.98%
é‘éuBit's‘l’r':?gfk World ex UK -3.79% 10.74% 11.12% 10.12%
é‘o’luBit's‘l’r':ggfk Pacific Rim -5.37% 4.43% 4.87% 6.78%
v BlackRock Furopean Eqully 6.16% 7.43% 8.28% 6.24%
A S1ackRock Corporate Bond -10.76% 1.37% 1.39% .
Av BlackRock Over 5 Year ) o ) o o o
Index-Linked Gilt Index 30.03% 4.40% 1.16% 3.54%
Av Cash 1.65% 0.20% -0.019% 0.27%
Av BlackRock US Equity Index -6.23% 13.19% 13.56% 12.83%
é\xnl\gultl-Asset Index Cautious -4.74% 4.64% 4.68% 5.28%
é‘éuBit's‘l’r':ggfk (50-50) Global 0.68% 6.60% 7.46% 7.22%
Av M&G Feeder of Property -12.55% 1.26% 5.06% 4.05%

Former Brunel Holdings Pension Scheme members’ AVC funds with Reassure

Annualised returns net of charges — Reassure funds

Duration One year (annualised) Three years (annualised) Five years (annualised)
Time Period 17/05/2022 17/05/2020 17/05/2018

16/05/2023 16/05/2023 16/05/2023
Equity Pension Accumulator 7.35% 0.65%

Series 02

Former Staveley Industry Retirement Benefits Scheme members’ AVC funds held with Utmost

Annualised returns net of charges — Reassure funds

Since inception* (annualised)
Duration One year (standardised) (*Date of move from
Equitable Life to Reassure)
Time Period 01/04/2022 *01/01/2020
31/03/2023 31/03/2023
Multi-Asset Moderate Pension -4.65% -0.11%
Multi-Asset Cautious Pension -7.70% -1.89%

When preparing this section of the statement the Trustee has taken account of statutory guidance.
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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, taking into account the nature and needs of the members. In
assessing value, the Trustee is of the view that value does not necessarily mean the lowest fee, and that
the quality of other provisions should also be considered.

In making the assessment and the statements below, the Trustee considered any changes to operations
implemented during the year under review. Any changes implemented in 2020 because of COVID-19 have
now been embedded into the day-to-day operations of the Scheme with . CPO staff adopting a hybrid method
of working. There has been no impact on normal service as a result.

The Trustee continues to monitor the operations of the Scheme and has no significant concerns regarding
the Scheme’s ongoing ability to fulfil its operational, cashflow or benefit payment requirements.

All transfer requests to the Scheme concerning the DC section were dealt with in line with statutory
requirements.

In terms of other factors considered in carrying out the ‘value for members’ assessment, the Trustee also
took the following considerations into account:

Charges and investment governance

As reported in last year’'s DC governance statement the Trustee had commissioned a review of the DC
investment funds in 2021 by its investment adviser Redington who reported on both performance and
strategy.

Redington had confirmed that they were comfortable with the current funds and policies and that the
guarantees associated with the with-profits policies pointed towards no changes being made. Overall, they
had no significant recommendations to make and that the policies remain suitable.

Since the date of that report, a number of the policies have closed due to their members retiring and taking
their benefits. In general, and for the main provider Aviva, Redington confirmed that members have a
broad enough range of AVC options to choose from (and which cover all the main assets classes) to build
portfolios to suit a range of risk/return requirements. They also noted that, the charges for the Aviva funds
are reasonable overall, and no changes were made to these charges. Separately Redington reviewed the
charges for the Corah DC section confirming that the charges are competitive and in line with expectations
for the asset mix.

In 2022, Aviva proposed a change to the property fund which would be made available to the Scheme
members. Redington reviewed this proposal on behalf of the Trustee and confirmed that they were
comfortable that the Aviva Pension Property Fund was a suitable replacement for the M&G Feeder

of Property Fund. The Trustee wrote to the affected members and the switch in funds took place on 21
September 2022.

Administration

CPO are responsible for ensuring that the transactions processed by the third-party providers of the
money purchase benefits are accurate and timely and to report on any issues. The Trustee reviews the
administration services, SLs and processes in place for the CPO which therefore include the provision of
the DC benefits. The Trustee is satisfied that there are robust processes and procedures for logging and
reporting issues with third party providers in place which ensure that the administration is carried out
efficiently, and that all transactions were carried out in a timely manner with no issues to report.

Scheme management and governance

The Trustee is committed to the Scheme and ensures that the administration and operation of the money
purchase benefits is monitored and regularly reviewed by the ARAC.
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Communications

CPO have a communications schedule and comprehensive procedures in place to review communications
from a technical and member experience point of view to ensure that member communications are clear,
tailored and communicative. Members receive timely and appropriate information about their money
purchase benefits.

Most money purchase benefits are AVC's additional to the accrued DB Scheme pension. AVC's are
typically used to fund tax-free cash in conjunction with the DB pension. The member-borne charges for the
Scheme’s money purchase benefits relate to the investment services and some communication services.
All other charges in relation to the money purchase benefits and the Scheme are borne by the Sponsoring
Employer.

Taking account of money purchase benefits under the Scheme and these services to our money purchase
members relative to the costs incurred, the Trustee considers that, in general, the money purchase
arrangements delivered good value for members for the year covered by this statement.

The Trustee’s assessment has been limited as value for members in respect of charges and transaction
costs for with-profits funds cannot be easily assessed due to the structure of such funds and the
incorporation of many costs in the annual bonus calculations. However, the Trustee acknowledges that
due to the nature of with-profit funds it is not generally possible for the Trustee to improve the value of the
funds.

The Trustee has agreed to review the DC funds every 3 years with the next review being due in 2024.
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Trustee’s knowledge and understanding

The Trustee Board is required to maintain appropriate levels of knowledge and understanding relating to
pensions and trusts, as well as an understanding of the matters arising relating to funding and investment
of assets of occupational pension schemes and other matters to run the Scheme effectively. The Trustee
directors are also required to be conversant with the Scheme’s governing documents. The Trustee produced
a report in respect of this Scheme year which explained how the Trustee has established and maintained
oversight and processes to satisfy itself that the Scheme’s climate-related risks and opportunities are
considered appropriately by stakeholders involved in the day-to day management of the Scheme.

The two professional independent Trustee firms on the Trustee Board, Independent Trustee Services
Limited, and Capital Cranfield Pension Trustees Limited, each have experience of sitting on major DC
schemes. Their representatives have used their experience since appointment in 2018 to ensure that they
understand the details of the Scheme and therefore bring to the Scheme extensive understanding and
experience of DC governance and best practice.

The requirements on Trustee knowledge and understanding (TKU) have been met during the period under

review by the following actions:

e Arecord of the training completed by each Trustee Director was maintained.

e The Trustee reviews the Scheme’s policies annually, and the Scheme policies where appropriate,
with details of the reviews logged, thus ensuring that each Trustee Director has a good working

knowledge of Scheme documents. In addition, reference is made at Trustee Board and sub-
committee meetings to relevant sections of the Scheme’s trust deed and rules, Statement of
Investment Principles and Trustee policy documents (including Scheme DC benefits principles) to
maintain Trustee Directors’ understanding of these documents.

e The Trustee has a training plan with training requirements reviewed annually to tie up with the
Trustee business plan or relevant topics being considered by the Trustee.

e Any gaps in TKU are identified and the Trustee works with its professional advisers to fill in any gaps,
either individual or collective. Gaps are identified via a review of forthcoming events on the Trustee
Business Plan, or raised by individual Trustee Directors direct with the Scheme secretary.

e Aninduction process is in place for new Trustee Directors covering the law relating to pensions and
trusts, and the relevant principles relating to the funding and investment of occupational pension
schemes, and the Scheme’s documents and policies. This includes completing the Pension
Regulator’s Trustee Knowledge and Understanding toolkit and training with the Scheme’s actuarial
and investment advisers.

e  Throughout the year, the Trustee Directors have access to various training and seminar events.

e  Where appropriate, the Trustee’s professional advisers attend Trustee Board and sub-committee
meetings supporting the Trustee in ensuring that it exercises its functions properly and advising on
applicable laws, and funding and investment principles.

The Trustee’s training logs detail the quarterly updates from their legal advisers who provide quarterly
updates on DC pension topics which are relevant to the Trustee Board, along with any additional training
completed over the year. This year the logs included the following training including DC topics:

30 Jun 2022 Sackers Q2 2022 Quarterly Briefing

6 October 2022 Sackers Q3 2022 Quarterly briefings

13 December 2022 | Sackers Q4 2022 Quarterly briefings

20 March 2023 Sackers Q1 2023 Quarterly briefing
LCP training on “Group Think”

As a result of the training activities which have been completed by the Trustee Directors individually and
collectively as a Board, and considering the professional advice available to the Trustee, the Trustee
believes that the combined knowledge and understanding of the Board enables it to exercise properly its
function as the Trustee of the Scheme.

The statement regarding DC governance was approved by the Trustee and signed on its behalf by:

Mr C Martin
Independent Trustee Services Limited

Date: 12 October 2023
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