THE EDWARD BILLINGTON & SON LIMITED RETIREMENT
BENEFITS SCHEME
(Scheme 25, including all sub schemes)

STATEMENT OF INVESTMENT PRINCIPLES

1. This statement sets out the principles governing decisions about the investment of the assets of
the Plan. The Trustees of the Plan (“the Trustees”) have prepared this statement to comply with
Section 35 of the Pensions Act 1995 (as amended).

2. As the Plan is wholly insured, this statement is required to cover the Trustees’ policy for
compliance with the requirements of Section 36 of the Pensions Act 1995 (choosing investments)
and the reasons for the Plan being wholly-insured. In addition, this statement also sets out the
Trustees policy on Financially Material Considerations, including how they are taken into account
in investment decisions-making. Financially Material Considerations include, but are not limited
to, Environmental, Social and Governance factors, including climate change.

3. The Trustees’ policy for compliance with the requirements of section 36 of the Pensions Act 1995

(choosing investments) is as follows:

(a) The Trustees have obtained and considered proper advice on the question of whether their
investment in an insurance policy with AVIVA (formerly Friends Life) is satisfactory having
regard to the requirements of the Investment Regulations, so far as relating to the suitability
and diversification of investments and to the principles contained in this statement.

(b) The Trustees consider that there is no need, nor is it cost effective, for the scheme to be
operated on a directly invested basis. Accordingly, investing only in an insurance policy is
appropriate for the needs of the Trustees.

(c) The Trustees have invested all of the assets in insurance policies with AVIVA (formerly Friends
Life) that invest predominantly in the FLAS With-Profits Sub-Fund (‘the Fund’) which provides
members with underlying investment guarantees that are considered by the Trustees to be
of value to scheme members. Whilst the returns on the Fund are not directly linked to the
underlying investments, the overall diversification of the underlying investments is
considered appropriate for the long term, stable returns expected from this type of
investment.

4. The reason for the Plan being wholly insured with AVIVA (formerly Friends Life) are as follows:

(a) The financial strength of AVIVA (Formerly Friends Life)

(b) Their regulation by the Financial Conduct Authority and investors access to the Financial
Services Compensation Scheme

(c) The professional management of the investment funds

(d) Their administration and investment experience

(e) The fact that they offer a packaged solution incorporating investment and administration
services



5. Notwithstanding the above, the Trustees will review the investment strategy of the Plan at least
every three years in the light of general investment developments.

6. This statement will be reviewed at least every three years and without delay after any significant
change in investment policy.

7. Before preparing the statement, the Trustees have obtained and considered the advice of a
person who is reasonably believed by the Trustees to be qualified by their ability and practical
experience of financial matters and to have the appropriate knowledge and experience of the
management of the investments of occupational pension schemes.

8. The Trustee have also consulted the Employer in relation to this statement.

9. In considering Financially Material Considerations, including Environmental, Social and
Governance (ESG) aspects; the only way in which the Trustees could take direct control of such
decision making is to surrender the insurance contract. As this would have significant implications
to the financial security of member benefits owing to the loss of guarantees held within Scheme
25, including guaranteed annuity rates; and given the fact that >95% of the Plan’s membership
are invested in a with-profits fund which would no longer be available upon surrender of the
contract, the Trustees have decided to retain the insurance policy and fully delegate ESG decisions
and other Financially Material Considerations to the manager(s) of the relevant funds. Likewise,
the stewardship of investments, including the exercise of any attaching voting rights is fully
delegated to the manager of the underlying funds. Non-financial matters, such as member views
on ethical matters are not considered as part of the Trustees investment decision-making process
as it would be impossible to take these into account within the current investment strategy.

10. The Trustee’s policies in relation to the investment management arrangements for the Plan are
set out in Appendix | to this statement.

11. Investment performance and asset allocation for the FLAS With-Profits fund (>95% of member
assets are invested in this fund) are shown within Appendix Il to this statement.

Signed on behalf of the Plan Trustee

CDHalewood @ @ Date: 16-09-2020
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Appendix | — Investment Management Arrangements

The Trustee has the following policies in relation to the investment management arrangements for the

Plan:

How the investment managers are
incentivised to align their investment
decisions with the Trustee’s policies.

- As part of the contract of insurance, all
assets are invested in pooled funds (over
95% of member assets are currently
invested in with-profits). Due to the
nature of pooled funds (including the
with-profits fund), there is no scope for
these funds to be specifically tailored to
the policies of the Trustee.

How the investment managers are
incentivised to make decisions based on
assessments of medium to long-term financial
and nonfinancial performance of an issuer of
debt or equity and to engage with them to
improve performance in the medium to long-
term.

- The Trustee has reviewed AVIVA's
Responsible Investment Policy (RIP) dated
July 2020 as well as the Principles and
Practices of Financial Management
(PPFM) as relevant to the FLAS with-
profits fund.

- The RIP of July 2020 makes reference to
the voting records of relevant investment
managers being made publically available
on AVIVA’s website but the Trustee has
been unable to locate these so has asked
AVIVA for further details.

Both the RIP and PPFM are available via the
AVIVA website at www.aviva.co.uk or from
the Trustee upon request.

How the method (and time horizon) of the
evaluation of investment managers’
performance and the remuneration for their
services are in line with the Trustee’s policies.

- The pooled funds into which assets are
invested do not have performance based
fees which could encourage the manager
to make short term investment decisions
to hit their profit targets.

The method for monitoring portfolio turnover
costs incurred by investment managers and
how they define and monitor targeted
portfolio turnover or turnover range.

- The Trustee is currently unable to obtain
portfolio turnover costs in respect of the
funds into which scheme members are
invested (predominantly the with-profits
Fund). This information has been
requested from AVIVA and will be
included in a future update of this
statement.

The duration of the Scheme’s arrangements
with the investment managers.

- Asthe investment services are part of a
bundled insurance contract, the
agreement is open-ended.



http://www.aviva.co.uk/

Appendix Il = FLAS With-Profits Sub-Fund: Asset allocation and underlying investment performance

FLAS With-Profits Sub-Fund
“ Assetmixasat31/12/2019

The investment returns achieved by the Sub-Fund in recent years are:

| 200 | 2018 | 207 | 2016 | 2015

before tax

- 11.1% -1.8% 1.5% 11 4% 3.5%
(pensions)

The investment returns above are on the whole Sub-Fund and aren’t applicable to any individual policy or plan.
These figures are before any deduction for investment expenses.

This is past performance. Past performance isn't a guide to the future.



