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2.1

This Statement describes the investment strategy and policies of the Trustee of the Cheviot Trust applicable
to each final salary scheme of the Cheviot Trust. It reflects the legislative requirements® and forms the
basis for the decision-making process in relation to the investment strategy.

The Trustee has appointed Van Lanschot Kempen Investment Management (UK) Limited (“VLK”) as
fiduciary manager and investment adviser to the Trust2. The Fiduciary Manager provides investment advice
and investment management services to the Trustee, including advice on setting the Investment
Objectives. The Trustee makes investment strategy decisions based on advice from VLK. The strategy is
then implemented by VLK in its role as Fiduciary Manager. VLK has been provided with a copy of this
Statement and is expected to exercise its powers in accordance with it.

The Trustee determines the investment strategy which is implemented by VLK by using pooled funds which
are on the Mobius Investment Platform. VLK has delegated powers to add appropriate funds to the
platform, working with Mobius, to support the underlying strategies.

The Trustee has obtained and considered written advice from VLK as investment adviser and the Scheme
Actuary, both of which the Trustee believes are qualified by their ability in and practical experience of
financial matters and have the appropriate knowledge and experience of the management of investments
of pension schemes. The Trustee has taken legal advice on this Statement’s compliance with legal
requirements. It has also consulted the employers.?

The Trustee will also obtain and consider advice (as required by law) before making any future changes in
investment strategy or investment options, and before revising this Statement. The Trustee will consult
with the employers on any proposed revisions.

Each final salary scheme is sponsored by an individual employer and has differing benefit structures and
funding positions. This statement sets out the broad principles of the strategy. The specific strategy for
each scheme is reflected in Appendix at the back of the document.

The investment strategy described in section 4 below is implemented using white labelled funds held on
an investment platform. Asset allocation is reviewed at least monthly, and changes are actioned as soon
as practical. The Trustee believes this to be an appropriate approach to delivering against the investment
objectives set out below.

The cost of investment governance is shared between the Schemes and Sections within the Cheviot Trust.

Investment objectives

The primary objectives of the Trustee Board for the final salary schemes are:

(i) to ensure that funds will be available to secure members’ benefits as they fall due;

(ii) to obtain a rate of return in excess of the return available on government securities or swaps that
broadly match the term and nature of each scheme’s future benefit payments with an acceptable
level of risk for each scheme, and

LIncluding those of the Pensions Act 1995 and the Occupational Pension Schemes (Investment) Regulations 2005
2 VLK were appointed in February 2024
3 As required by s35 of the Pensions Act 1995 and associated regulations
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(iii) to protect schemes as far as possible against adverse movements in the value of assets and the cost
of providing the benefits as a result of changes in interest rates and price inflation when practicable
and cost effective in the context of each scheme.

2.2  Theinvestment performance objective is to achieve a stable level of return which will enable the Trustee
to pay all the promised benefits and reduce the level of risk on assets held over time. To achieve this
objective, the Trustee takes into account the strength of the employers’ covenant as well as the risk
capacity and appetite of both the employers and the Trustee.

2.3 The Trustee’s policy on the kinds of investments held is that they must be suitable given the investment
objectives, legislative requirements, regulatory guidance, statutory funding requirements and any
specifications in the trust deed and rules governing each scheme.

3. Risk

3.1 The Trustee recognises that the risks for each scheme include:

= funding and asset/liability mismatch risk;

= interest rates/inflation rises or falls;

= |iabilities in excess of assets may not be covered by the liability hedge;

= inadequate diversification or inappropriate investment;

= country risk;

= default risk;

= organisational risk;

= sponsor risk, including inability (or unwillingness) to pay the required contributions;
= cash flow risk; and

= currency risk.

3.2  The Trustee has considered these risks (and other relevant risks such as market risk, counterparty risk,
operational risk, environmental/social/governance risk, or the risk of failing to provide value for
members) and addressed these risks as far as possible in the investment strategy for the Long Term
Investment, Lower Risk Investment, Credit and the Matching Funds.

3.3  Risks are measured and managed as part of regular investment strategy governance, asset allocation
reviews and investment strategy reviews. The Investment Committee identifies, evaluates, manages, and
monitors risks to the final salary schemes, including their impact, what controls can be put in place to
manage those risks and the effectiveness of the risk management process as a whole. As part of quarterly
reporting, risks are measured against risk tolerance and market conditions to check whether the
performance of each investment option remains in line with the agreed risk objectives. The management
and monitoring of some risks are delegated to VLK in its role as fiduciary manager.

4. Investment strategy

4.1 The implementation of the investment strategy is delegated to the Fiduciary Manager which is able to
make decisions on behalf of the Trustee. In performing this role, the Fiduciary Manager will consider,
among other things, the suitability of the investments, the need for diversification, the suitability of the
fund managers and compliance with legal requirements. This Statement will then be updated as
necessary, and after written consultation with employers. The investment strategy is set by the Trustee
following discussions with VLK and the Scheme Actuary and in compliance with this Statement (revised
as necessary).

4.2  The Trustee Board has developed (with advice from its Advisers) a set of principles for choosing
investments. These principles aim to balance for each scheme:

= efficient diversification in investment terms;
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= the strength of the relevant employers’ covenant; and
= the time to maturity of the promised benefits.

Where matters described in this Statement may affect a scheme’s funding policy, input has been obtained
from the Scheme Actuary. An Investment Fund/Matching Fund structure is adopted for the management
of asset allocation.

The Trustee Board has developed two Investment Funds (a Long Term Investment Fund and a Lower Risk
Investment Fund) to meet risk and return objectives over different time horizons, reflecting the changing
needs of schemes as their funding levels improve.

While both Investment Funds focus on risk management, the Lower Risk Investment Fund is designed to
target a reduction in the expected return with lower risk and higher certainty than the Long Term
Investment Fund. This is considered a suitable approach for schemes with shorter investment
outperformance time horizons, which require more certainty of outcome.

The strategic allocation to each fund is reviewed as part of each triennial valuation or more frequently if
necessary. The allocation is determined using the principles below which are designed to ensure the level
of risk taken in the investment strategy is commensurate with that which can be sustained by the scheme
sponsor.

. The allocation to the Investment Funds* will reflect an assessment of the strength of the employer’s
covenant by the relevant Covenant Adviser and advice from the Fiduciary Manager. The allocation to
the Long Term Investment Fund versus the Lower Risk Investment Fund is based on the
outperformance period, the level of outperformance required, the covenant strength and the
objective of the scheme sponsor.

Ll The minimum allocation to the Matching Fund® varies by scheme and is set at a level to ensure
sufficient collateral to support the liability hedge®.

] If there is more cash within the Matching Fund than required to support the liability hedge, a Credit
Fund’ is available.

Ll The Trustee Board may increase the allocation to one or other of the Investment Funds after
consultation with the employer depending on the length of the Recovery Plan® and the employer’s
ability and willingness to pay any deficit contributions required.

. The relevant allocation for each scheme is shown in the scheme specific Appendix to this Statement
of Investment Principles.

Rebalancing to the strategic allocation between the Funds? is triggered if the allocations move more than
5% away from the target unless market conditions are such that the Fiduciary Manager advises against
rebalancing. Investments held are readily realisable in most cases, although trading within the liability
hedge pooled funds is subject to minimum trade sizes and so the Funds are usually only rebalanced once a
year.1°

The objective of the Long Term Investment Fund is to outperform gilts by 3.5% per year net of investment
management fees over the medium term (which has been defined as a period of more than 5 years). To
achieve this target, the Long Term Investment Fund is invested in a diversified range of assets. The asset
allocation is reviewed at least monthly and rebalanced if required.

4The Long Term and Lower Risk Investment Funds hold assets which are designed to produce outperformance against the cost of providing
the benefits. See paragraph 4.8 and 4.9.

5 The Matching Fund holds assets which move broadly in line with the cost of providing the benefits. See paragraph 4.10.

8 The liability hedge protects schemes from interest rate and inflation rate changes and is effected through swaps provided on a pooled
basis. The level of the hedge varies from time to time and from scheme to scheme depending on the circumstances. See paragraph 4.7.

7 The Credit Fund invests in corporate bonds and provides limited outperformance against the cost of providing the benefits with less
volatility than the Investment Fund. See paragraph 4.11.

8 The Recovery Plan is the period over which the funding level of the scheme is expected to return to 100% on its statutory funding basis.

° Long Term and Lower Risk Investment Funds, Credit and Matching Funds.

10 This is still the case under VLK.
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4.9 The objective of the Lower Risk Investment Fund is to outperform gilts by 2.5% per year net of investment
management fees, with a higher degree of certainty of achieving this target over shorter time horizons. To
achieve this target, the Lower Risk Investment Fund is invested in a diversified range of assets, with a higher
allocation to bond assets (and an overall lower risk profile) than the Long Term Investment Fund. The asset
allocation is reviewed at least monthly and rebalanced if required.

4.10 The objective of the Matching Fund is to provide assets moving in line with the cost of providing the
benefits. This may include investing in swaps or gilts to provide a hedge against movements in the cost of
providing the benefits as a result of movements in interest rates or inflation expectations. The level of the
liability hedge is reviewed regularly and may increase or decrease depending on prevailing economic
expectations and based on advice from VLK.

4.11 The Credit Fund is made available if a scheme holds more cash than is required to provide collateral for the
Matching Fund. The objective of the Credit Fund is to outperform gilts by 1.25% per year net of investment
management fees. It invests in corporate bonds. The Credit Fund is expected to provide additional returns
over cash and is included in the Matching Fund allocation at an overall strategic scheme level.

4.12The Trustee’s policy is to set the target returns annually for the Investment Funds based on advice from VLK
reflecting current expectations of the assets held.

4.13The Trustee Board may, after consultation with the relevant employer, decide to invest part or all of a
scheme’s investments in insured annuities to meet the relevant liabilities for pensions in payment or
deferred pensioners or both. In these circumstances, the strategic allocation will not take into account
those investments held outside the Trust.

4.14The Trustee, VLK and the underlying investment managers to whom discretion has been delegated
exercise their powers giving effect to the principles in this Statement, so far as is reasonably practicable.

5. Other issues
Security of Assets

5.1 Funds on the investment platform are invested through a long term insurance policy with Mobius Life
Limited (“Mobius Life”). This is a common way of investing under UK pension schemes. Mobius Life has a
strong credit rating and solvency ratio. If Mobius Life fails, the underlying assets would benefit from
protections through the structure provided by the underlying managers and the insurance policy. We would
also expect the Financial Conduct Authority (“FCA”) to try to find another insurer to replace Mobius Life. If
an underlying manager failed, the assets should be ring-fenced and Mobius Life, as policy holder, should be
able to recover them. The Trustee is satisfied that sufficient safeguards are in place to protect the assets,
whilst still enabling it the ability to manage the assets using a range of underlying managers. The security
of assets assessment is conducted by the Fiduciary Manager.!!

Environmental social and governance factors

5.2 The Trustee considers materially financial factors in line with its fiduciary responsibilities to investors (both
members and employers). It recognises the Paris Agreement’s objectives and that a failure to meet the
agreement will have a significant negative impact on members, investments and the wider financial
structure.

5.3 ESG and sustainability was a key part of VLK’s appointment as fiduciary manager and investment adviser to
the Trust. Together with an excellent record as a fiduciary manager, VLK’s well established approach to
sustainability was consistent with Cheviot’s bespoke net zero commitment. Moving to a fiduciary managed

1 VLK completed the most recent security of assets assessment in September 2025
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approach will significantly improve the data and information available to the Trustee to assess the impact
of ESG factors and monitor progress towards its target. Without prejudice to the Trustee’s legal obligations,
the Trustee delegates full discretion to VLK around the evaluation of ESG and climate change within the
investment process and assets.

5.4 VLK will apply its Responsible Investment Policy to the funds it selects?. The policy is based on the following
pillars: exclusion, ESG integration and active ownership. VLK’s approach to active ownership is not
accessible to the Trustee acting independently.

5.5 More information about how the Trustee has previously considered ESG factors is available in the annual
Implementation Statements, including how the Trustee has assessed the commitment and performance of
managers in relation to long term financial factors deriving from ESG. The latest Implementation Statement,
which also covers the exercise of rights (including voting rights) and engagement activities in respect of
investments, is available on the Cheviot website.?

5.6 The Trustee, together with VLK, is also considering those elements of the investment strategy where the
investment objective is short term in nature or if taking account of ESG factors is unlikely to influence
investment performance, subject to VLK’s Sustainable Investment Charter.

5.7 The change in investment adviser and structure will facilitate direct engagement by VLK with managers and
companies in relation to climate change issues and stewardship. This level of engagement was not available
to the Trustee under the previous arrangements.

Non-financially material factors

5.8 The Trustee does not consider non-financially material factors (such as members’ ethical considerations,
social and environmental impact matters or quality of life considerations) when making investment
decisions as there is not likely to be a common view on any ethical matters amongst members. Currently,
the Trustee has no plans to seek the views of the membership on these matters.

Responsible investing

5.9 The Trustee is supportive of the UN Principles for Responsible Investing and the UK Stewardship Code and
considers whether managers are signatories and adhere to them.

Asset manager review

5.10 VLK is responsible for managing and reviewing the underlying managers held in the portfolios as part of
their role as fiduciary manager to ensure they are aligned with Trustee policy. The Trustee’s policy is to
delegate to VLK the responsibility for the selection, appointment, monitoring and removal of the selected
underlying investment managers. VLK’s responsibilities also include assessing whether any managers
appointed are in line with its Sustainable Investment Charter and the Trustee’s policies and beliefs. The
Trustee has appointed a third party adviser, Ernst & Young LLP, to provide external ongoing advice in relation
to VLK’s performance. These reviews incorporate benchmarking of performance and fees.

5.11 The Trustee acknowledges the inherent potential for conflicts of interest which exist as part of ongoing
investment management business activities. Where investment managers are regulated, they are likely to
be subject to such requirements to manage conflicts of interest as are applicable in their jurisdiction of
incorporation or operations. The Trustee and VLK will monitor this as part of an ongoing review. As an FCA

12 https://www.vanlanschotkempen.com/-/media/files/documents/investment-management/esg/policies/sustainable-investment-
charter.ashx
13 The 2024 report was issued 30 July 2025 fss-implementation-statement-2025-website-signed.pdf .
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regulated firm, VLK is required to prevent or manage conflicts of interest. VLK’s Conflict of Interest policy is
available publicly.*

5.12 The oversight of portfolio turnover costs (where available) incurred by the investment managers is
delegated to VLK.

5.13 VLK’s role includes:

a. agreeing the terms of appointment for selected underlying managers (not for managers off the
Mobius Life investment platform). All mangers must act in accordance with the terms of
appointment;

b. putting in place fee arrangements which incentivise the manager to align its strategy to the
Trustee’s policies generally (to the extent possible);

c. monitoring the underlying investment managers to ensure they continue to perform in a
competent manner and have the appropriate knowledge, skills and experience to manage the
assets of the Cheviot Pension;

d. monitoring the extent to which the underlying investment managers (i) make decisions based on
assessments about medium to long-term financial performance of an issuer of debt or equity; and
(ii) engage with issuers of debt or equity in order to improve their performance in the medium to
long term, organisation and team stability and ESG; and,

e. assessingthe duration of any arrangements of asset managers and, where appropriate terminating
managers that are no longer aligned with the Trustee’s investment strategy.

5.14 VLK evaluates the performance (and remuneration) of the underlying investment managers stated in the
investment managers’ performance objective against the Trustee’s investment strategy and policies
generally over an appropriate time horizon.

Fees

5.15 Professional fees are charged in relation to the services received and may be based on assets under
management, performance, hourly rates, or fixed fees according to the agreement with each adviser. Fees
are regularly reviewed by the Trustee.

Liquidity

5.16 Where practicable, VLK is instructed to invest in assets that can be quickly realised (i.e. bought and sold) to
allow it to meet the scheme’s cashflow requirements. VLK has discretion over the timing of the realisation
of portfolios managed by the selected underlying investment managers. The underlying investment

managers have discretion over the timing of realisation of investments within the portfolios that they
manage, and to the considerations relating to the liquidity of investments.

Review of Statement of Investment Principles

5.17The Trustee’s investment polices described in this Statement comply with the relevant legislation and are
reviewed each year. This Statement will be reviewed at least every three years or without delay when a
significant change to investment strategy or policy is made. This statement is published on the Cheviot
website.

4 https://www.vanlanschotkempen.com/-/media/files/documents/investment-management/compliance-documents/im-statement-of-
conflicts.ashx#:~:text=VLK%20has%20a%20strict%20policy,and%20potential%20Conflicts%200f%20Interest.
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Signed on behalf of Cheviot Trustees Limited:

ELSPETH MCKINNON
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