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Travis Perkins Pension & Dependants’ Benefit Scheme

Section 1 — Trustee and its Advisers

The Trustee

The Trustee of the Scheme is a corporate Trustee, Cobtree Nominees Limited.

With effect from 1 April 2022 Cobtree Nominees Limited will be removed as a Trustee and Ross Trustee

Services Ltd will be appointed as the Trustee.

The individuals who served as a Director of Cobtree Nominees Limited during the year are set out below:

Independent Chair
Stella Girvin (resigned 31 March 2022)

Employer nominated
Mrs N McGowan (previously Bartley)
Mr J Harkness (resigned 30 June 2021)

Secretary to the Trustee

Investment Subcommittee Chair

Advisers
The advisers to the Trustee are set out below:

Actuary

Independent Auditors
Legal Adviser
Administrator

Investment Consultant

Investment Managers — Defined Benefit

Custodian (Insight and Royal London)
Investment Manager — Defined Contributions

Bankers

Member nominated
Graham Malpas (resigned 31 March 2022)
Chris Shircore (resigned 31 March 2022)

Mr A Mills, Capital Cranfield Pension Trustees Limited
(resigned 31 March 2022)

Ross Trustee Services Ltd (appointed 1 April 2022)
Allan Whalley (resigned 31 March 2022)

R Shackleton FIA of Hymans Robertson LLP

Deloitte LLP

Gowling WLG (UK) LLP

Hymans Robertson LLP

Mercer Limited (until 31 March 2021)

XPS Pension Group (from 1 April 2021)

Aberdeen Standard Investments (to November 2020)
Ares Management LLC

Insight Investment Management (Global) Limited
Legal & General Investment Management Ltd

M&G Alternatives Investment Management Limited
Royal London Asset Management

Bank of New York Mellon

Aberdeen Standard Investments

National Westminster Bank PLC (until 9 December 2020)
Barclays Bank UK PLC



Travis Perkins Pension & Dependants’ Benefit Scheme

Section 1 — Trustee and its Advisers (continued)

Advisers (continued)

AVC Providers Abbey National (to July 2021)
Aberdeen Asset
Aviva
Clerical Medical
Prudential
Standard Life
Utmost Life and Pensions Limited
Zurich

Principal Employer Travis Perkins plc



Travis Perkins Pension & Dependants’ Benefit Scheme

Section 2 — Trustee’s Report

The Trustee presents the report and audited financial statements of the Travis Perkins Pension &
Dependants’ Benefit Scheme (“the Scheme”) for the year ended 30 September 2021.

The financial statements have been prepared and audited in accordance with the Regulations made under
Sections 41(1) and (6) of the Pensions Act 1995.

Management of the Scheme

Constitution of the Scheme

The Scheme is primarily a final salary scheme, paying defined pension benefits and lump sum payments to
members on their retirement in respect of their pensionable service with Travis Perkins plc, or any of its
participating subsidiary companies or to their dependants on death before or after retirement. There are a
small number of members with Money Purchase benefits. The Scheme closed to future accrual on 31
August 2018.

The Travis Perkins Pension & Dependents’ Benefit Scheme is governed by a Consolidated Deed and
Rules dated 31 March 2006.

Rules and Benefits

Details of the benefits which the Scheme provides for Members can be found in the explanatory booklet
and the leaflet ‘Looking to the Future’; copies of which can be obtained from the Secretary to the Trustee.
Amendments to the Scheme are notified to Members by means of a notice giving details of the changes.
The Scheme is governed by the rules as set out in the Trust Deed. From 1 February 2006 the Scheme
closed to new entrants. From 1 April 2006 active members could pay pension contributions through salary
sacrifice. From 1 December 2009, a 3% cap on increases to pensionable salary was introduced. From 31
August 2018 the Scheme closed to future accrual.

Management of the Scheme
Responsibility for setting the strategy and for managing the Scheme rests with the Trustee. The Trustee
Directors who served during the year are listed on page 1.

The Trustee is required to act in accordance with the Scheme’s Trust Deed and Rules within the
framework of pensions and trust law. It is responsible for safeguarding the assets of the Scheme and for
taking reasonable steps to prevent fraud and other irregularities.

The Occupational Pension Schemes (Member-Nominated Trustees and Directors) Regulations 2006 came
into force on 6 April 2006 and prescribe the composition of trustee boards. Under the regulations, it is a
requirement that at least one-third of the Scheme’s Trustee Directors are nominated by the membership.

The power of appointment of the Trustee, or of a new Director or Directors of the Trustee Company and
the power of removal of the Trustee, or one or more Directors of the Trustee Company are vested in Travis
Perkins plc.

With the exception of the MNDs, the principal employer, Travis Perkins plc, is responsible for the
appointment and removal of the Trustee Directors who can choose to retire from office at any time. The
Trustee Directors in office during the year of this report, and their advisers, are shown on page 1. During
the year no face to face meetings were held (2020: one) and ten video conferences (2020: four) were held
to consider matters relating to the Scheme.



Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)

Management of the Scheme (continued)

Post year-end

With effect from 1 April Cobtree Nominees Limited will be removed and Ross Trustee Services Ltd will be
appointed by the Principal Employer as Trustee of the Scheme.

Financial Development of the Scheme
The financial statements have been prepared and audited in accordance with regulations made under
Sections 41(1) and (6) of the Pensions Act 1995.

The fund account shows that the net assets of the Scheme decreased from £1,329,208,000 at 30
September 2020 to £1,272,127,000 at 30 September 2021. The decrease in net assets is accounted for

by:

Principal Employer’s and other contributions 508 1,937
Member related and other payments (41,766) (31,119)
Net withdrawals from dealings with members (41,258) (29,182)
Net (loss)/returns on investments (15,823) 55,868
Net (decrease)/increase in fund (57,081) 26,686
Opening net assets available for benefits 1,329,208 1,302,522
Closing net assets available for benefits 1,272,127 1,329,208

Contributions

The Scheme Actuary, an independent adviser to the Trustee, assesses the financial position of the Scheme
every three years by performing an actuarial valuation. The latest triennial actuarial valuation of the Scheme
was carried out as at 30 September 2020 in accordance with the requirements of Part 3 of the Pensions Act
2004. The Report on Actuarial Liabilities is on page 9 and 10 of this report.

Legislation requires the Trustee to agree a Statement of Funding Principles setting out how it will achieve
the statutory funding objective — that is, for the Scheme to be sufficiently and appropriately funded to at least
the level of its “technical provisions” (i.e. its liabilities). In the event of a past service deficit, the Trustee is
required to agree a Recovery Scheme, this being an amount payable over a fixed term of years over which
the deficit will be eliminated, taking into consideration the strength of the employer’s covenant — that is, the
ability of the employer to continue to contribute to the balance of the cost of the Scheme.

Following the actuarial valuation on 30 September 2020, a Schedule of Contributions was certified on 18
January 2021 and then an updated version was agreed and certified by the Scheme Actuary on 4 May 2021.



Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)

Changes to the Scheme
During the year, XPS Pension Group replaced Mercer Limited as the Investment Consultants.

Pension Increases
In accordance with the Scheme Rules, pensions in payment are increased as follows:

For all sections of the Scheme Guaranteed Minimum Pension (GMP) is increased in line with statutory
contracted out requirements.

Pensioners who left service as members of the Standard (NRAG0, 62 & 65), Ex-Archer, Executive, Sharpe
and Fisher, and Sharpe and Fisher Active Director sections received a fixed rate of 3% on any pension in
excess of GMP accrued prior to 6 April 1997, apart from members who elected to receive a Pension
Increase Exchange at retirement who receive no increase. Pensions in payment relating to service from 6
April 1997 were increased in line with statutory requirements. Increases were granted on 1 September.

Pensioners who left service as members of the SAS section receive an increase in line with the annual
increase in RPI subject to a minimum of 3% and a maximum of 5% on any pension in excess of GMP
accrued prior to 1 January 2002. Pensions in payment relating to service form 1 January 2002 increase in
line with the annual increase in RPI to a maximum of 5%. Increases were granted on 1 April.

For pensioners who left service as members of the Wickes Group Retirement Benefits Plan, pensions in
payment in excess of GMP relating to service before 6 April 1997 were increased by 3%. Pensions in
payment relating to service from 6 April 1997 were increased in line with the annual increase in the CPI,
subject to a minimum increase of 3% and a maximum increase of 5%. Increases were granted on 1 April.

Pensioners who left service as members of the Ex-Tricom section receive an increase in line with the
annual increase in RPI subject to a maximum of 5% on any pension in excess of GMP accrued prior to 6
April 2005. Pensions in payment relating to service from 6 April 2005 are increase in line with the annual
increase in RPI subject to a maximum of 2.5%. Increases were granted on 1 April.

Pensioners who left service as members of the Ex-Broombys section receive an increase in line with the

annual increase in RPI subject to a maximum of 5% on any pension in excess of GMP accrued prior to 6

April 1997. Pensions in payment relating to service from 6 April 1997 were increased in line with statutory
requirements. Increases were granted on 1 January.

Pensioners who left service as members of the Ex-Newson section receive an increase in line with the
annual increase in RPI subject to a maximum of 5% on any pension in excess of GMP accrued prior to 6
April 1997. Pensions in payment relating to service from 6 April 1997 were increased in line with statutory
requirements. Increases were granted on the anniversary of the members retirement.

Pensioners who left service as members of the Ex-Keyline section receive an increase in line with the
annual increase in RPI subject to a maximum of 3% on any pension in excess of GMP accrued prior to 6
April 1997. Pensions in payment relating to service from 6 April 1997 were increased in line with statutory
requirements. Increases were granted on the anniversary of the members retirement.

In deferment, Wickes members receive an increase of 3% for each complete year and month between their
date of leaving and their Normal Retirement Date on their pension in excess of GMP. On any pension
accrued after 1 January 1985 they will receive statutory increases if greater.
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Trustee’s Report (continued)

Pension Increases (continued)
All other Deferred members’ preserved pensions were increased in accordance with statutory
requirements. There were no discretionary increases.

Transfer Values Paid

Cash equivalents paid during the period were calculated and verified a prescribed in Section 94(1) of the
Pension Schemes Act 1993. No allowance was made in the calculation for any discretionary benefits.

Members who leave the Scheme can normally take a transfer value of their benefits under the Scheme to
their new employer’s scheme or to a suitably approved pension arrangement with an insurance company.
The transfer values paid out of the Scheme during the year under review, were calculated and verified in
the manner required by the regulations and do not take account of any discretionary post retirement
increases the members’ pension might have received. Transfer values were paid in full.

Additional Voluntary Contributions (AVCs)
Members were able to make AVCs in order to secure greater benefits. Members invested their AVCs in the
arrangements established with the AVC providers.

Members’ AVCs, which are invested separately from the main fund, secure additional benefits on a money
purchase basis. Members participating in these arrangements receive an annual statement confirming the
amounts held in their AVC account.



Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)

Going Concern and COVID-19

During the year ended 30 September 2021 the spread of COVID 19 caused some disruption and volatility
in the financial markets. Due to the nature of its investments, the Scheme was largely protected from this
volatility. The Trustee will continue to monitor developments and the potential impact on the Scheme
investments and the sponsor covenant.

In April 2021 Wickes demerged from the Travis Perkins Group and in October 2021 the sale of the
Plumbing & Heating business was completed. On both occasions the Trustee received covenant advice
from RSM. The advice received was that there had been no material detriment to the covenant.

The Scheme financial statements have been prepared on the going concern basis. In making this
assessment, the Trustee has assessed the ability of the Employer to continue to meet its obligations to the
Scheme and for the Scheme to meet its future obligations as they fall due. The Trustee has reviewed
information available to it from the Employer and its advisors and as a consequence, the Trustee believes
the Scheme is well positioned to manage its risks successfully. In light of this, the Trustee has a
reasonable expectation that the Scheme will continue in operational existence for the foreseeable future.
Accordingly, it continues to adopt the going concern basis in preparing the Scheme financial statements.

Global financial markets have experienced and may continue to experience significant volatility resulting
from COVID-19. The outbreak of COVID-19 has resulted in travel and border restrictions, quarantines,
supply chain disruptions, lower consumer demand, and general market uncertainty. The effects of COVID-
19 have and may continue to adversely affect the global economy, the economies of certain nations, and
individual issuers, all of which may negatively impact the Scheme investment return and the fair value of
the Scheme investments.

In accordance with the requirements of FRS 102 and the Pensions SORP the fair value of investments at
the date of the statement of net assets reflects the economic conditions in existence at that date. The
Trustee has evaluated all subsequent events or transactions for potential recognition or disclosure to the
date on which these financial statements were signed and has determined that there were no additional
subsequent events requiring adjustment to or disclosure in the Scheme financial statements.



Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)

Report on Actuarial Liabilities

Under Section 222 of the Pensions Act 2004, every scheme is subject to the statutory funding objective,
which is to have sufficient and appropriate assets to cover its technical provisions. The technical provisions
represent the present value of the benefits members are entitled to, based on pensionable service to the
valuation date. This is assessed using the assumptions agreed between the Trustee and the Principal and
Participating Employers and is set out in the Statement of Funding Principles, which is available to Scheme
members on request.

The most recent full actuarial valuation of the Scheme was carried out as at 30 September 2020. An
update of the position was obtained as at 30 September 2021. These showed:

Funding position

Actuarial valuation as at | Actuarial report as at
30 September 2020 30 September 2021
£2m £m
Technical Provisions (1,290) (1,198)
Assets (including AVCs and insured pensions) 1,325 1,263
Surplus 35 65

The 30 September 2020 actuarial valuation showed that the Scheme had no funding deficit relative to
the Scheme’s statutory funding objective and so no deficit reduction contributions are payable. All
management and administration expenses incurred by the Scheme will be paid out of the Scheme’s
assets. The Sponsor will pay additional contributions in respect of expenses from time to time as agreed
by the Sponsor and the Trustee. In addition, the Sponsor pays the PPF levy and the Pension Regulator’s
general levy directly.

Further details on the contribution rates are given in note 4 to the financial statements. A copy of the
most recent certification from the Actuary is given in Section 8.

The method and significant actuarial assumptions used to determine the technical provisions are as
follows (all assumptions adopted are set out in the Appendix to the Statement of Funding Principles):

Method

The actuarial method to be used in the calculation of the technical provisions is the projected unit
method.




Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)
Report on Actuarial Liabilities (continued)

Significant Actuarial Assumptions

Discount rate: term-dependent rates set by reference to the fixed interest gilt curve (as derived from
Bank of England data) at the valuation date plus an addition of 1.2% per annum for the 5 years from 30
September 2020 to 30 September 2025, then reducing to an addition of 0.5% p.a. thereafter.

Future Retail Price inflation: market expectation of future inflation dependent on term as measured by
the difference between yields on fixed and index-linked government bonds.

Future Consumer Price inflation: term-dependent rates derived from the assumption for future retalil
price inflation less an adjustment equal to 0.8% per annum.

Pension increases: derived from the term-dependent rates for future retail and consumer price inflation,
using the Black-Scholes model with a volatility assumption of 1.75% per annum, allowing for the relevant
caps and floors on pension increases according to the provisions in the Scheme’s rules.

Mortality: for post-retirement mortality, the latest VitaCurves available at the valuation date. These are
based on pooled experience from occupational pension schemes during the period 2016 to 2018 as
collated by Club Vita who analyse the data and allow for observed variations in mortality such as age,
gender and salary. Future improvements are assumed to be in line with the CMI 2019 model with:

e Starting rates based on improvements observed in England and Wales population data up to the
end of 2018, with an adjustment to the A parameter of 0.4% for males and 0.5% for females;

e A smoothing parameter of Sk = 7; and
e Along-term rate of improvement of 1.5% p.a. (tapering for ages above 85 to 0% at 110).

The pre-retirement mortality of future pensioners is assumed to be 100% of the standard S3PXA tables
published by the CMI.

10



Travis Perkins Pension & Dependants’ Benefit Scheme

Trustee’s Report (continued)

Scheme Membership

The reconciliation of the Scheme membership during the year ended 30 September 2021 is shown

below:

Pensioner Members (including spouses and dependants)

As at 30 September 2020 4,728
Late Adjustments 50
Restated at 1 October 2020 4,778
Retirements 170
Deaths (174)
Full commutations 3)
New Beneficiaries 54
Other (1)
Pensioner members as at 30 September 2021 4,824

Included within the above are 34 (2020: 34) pensioners whose benefits are provided by annuities.

Deferred Pensioner Members ‘

As at 30 September 2020 5,059
Late Adjustments (39)
Restated at 1 October 2020 5,020
Retirements (170)
Deaths (16)
Transfers Out (24)
Other 1
Deferred pensioner members as at 30 September 2021 4,811

11




Travis Perkins Pension & Dependants’ Benefit Scheme
Investment Policy

Introduction
The Travis Perkins Pension and Dependants’ Benefit Scheme has two sections: a Defined Benefit
(“DB”) section and Defined Contribution (“DC”) section.

Summary of Scheme’s Investment Structure

All investments have been managed during the year under review by the investment managers as
follows: Aberdeen Standard Investments (“Aberdeen Standard”) (until November 2020), Ares
Management LLC (“Ares”), Insight Investment Management (Global) (“Insight”), Legal & General
Investment Management Limited (“LGIM”), M&G Investments (“M&G”), Royal London Asset
Management (“RLAM”), The AVC providers are listed on page 2. There is a degree of delegation of
responsibility for investment decisions with the investment managers.

The Trustee is responsible for determining the Scheme’s investment strategy, although decision making
in some areas is delegated to the Investment Sub-Committee (“ISC”). The ISC is a joint body operating
across the Scheme and the BSS Group Pension Scheme. The Trustee has set the investment strategy
for the Scheme after taking appropriate advice. The Trustee has delegated the day-to-day management
of investments to professional external investment managers. These managers, which are regulated by
the Financial Conduct Authority (“FCA”) in the United Kingdom, manage the investments within the
restrictions set out in the Statement of Investment Principles (“SIP”) and Investment Policy
Implementation Document (“IPID”). Subject to complying with the agreed strategy, which specifies the
target proportions of the fund which should be invested in the principal market sectors, the day-to-day
management of the asset portfolio of the Scheme, including the full discretion for stock selection, is the
responsibility of the investment managers.

The main priority of the Trustee when considering the investment policy for the Scheme is to aim to
ensure that the benefits payable to members are met as they fall due.

DB Section

Investment Strategy

The Trustee is aiming to achieve a funding level of 100% on the Technical Provisions assumptions (as
set out in the Section’s Statement of Funding Principles) and thereafter to maintain 100% funding. Once
full funding on Technical Provisions has been achieved, the Trustee then aims to achieve 100% funding
with the liabilities discounted at gilts + 0.5% p.a. this has now been achieved. Note that from 30
September 2025 the Technical Provisions liabilities are discounted at gilts + 0.5% p.a., so the Technical
Provisions liabilities will converge with the gilts + 0.5% liabilities at 30 September 2025.

A further objective is for the DB Section’s investment managers to meet their performance targets
without operating outside their target range of tracking error.

The target investment strategy of the DB Section at the 30 September 2021 year-end was as follows:

e 25.0% in return seeking assets comprising High Lease to Value (“HLV”) property and
Secured Finance.

e 30.0% in Buy & Maintain corporate bonds, which are expected to modestly outperform the DB
Section’s liabilities over the long term whilst exhibiting some sensitivity to interest rates.

e 45.0% in a liability hedging portfolio designed to hedge a proportion of the movements in the
liabilities due to changes in interest rate and inflation expectations. This portfolio also includes
the investment with High Grade ABS as this is used within the collateral management
framework in place with Insight.

12



Travis Perkins Pension & Dependants’ Benefit Scheme

Investment Policy (continued)

Investment Strategy (continued)

In late October 2020, the Scheme reached a de-risking trigger at 98.0% (on a Gilts+0.5% basis) and in
November 2020, undertook further de-risking of the Scheme’s assets by fully redeeming the holding with
Aberdeen Standard GARS (c.£60.6m) and investing the proceeds between the RLAM Buy & Maintain Corporate
Bonds (c.£22.0m) and Insight LDI (c.£38.6m) portfolios. The allocation to RLAM was intended to realign the
asset allocation with target allocation, whilst the strategic asset allocation with Insight increased. Following the
actuarial valuation exercise from September 2020, the preliminary results showed an improvement in the
Scheme’s funding level to over 100% (on a Gilts + 0.5% basis). As such, the Trustee therefore further de-risked,
by fully redeeming from the Insight Broad Opportunities fund (c.£59.3m), with the proceeds invested in the
Insight LDI portfolio.

Following both de-risking actions, the allocation to Diversified Growth funds was reduced to 0% (2020: 10%),
whilst the strategic allocation to the liability hedging portfolio increased to 45% (2020: 35%).

Shortly after year-end, upon becoming broadly funded on the Gilts + 0.5% funding basis, the Trustee
disinvested from M&G Secured Income Property Fund with a redemption of ¢. £50m invested in Insight during
November 2021 and LGIM LPI Property Fund (which comprised the allocation to HLV Property) with a
redemption of c. £52m invested in Insight during December 2021.

Following the de-risking actions, the strategic asset allocation for HLV property was reduced to 0% (2020:10%),
the Insight LDI portfolio increased to 50% (2020: 35%) and the Buy & Maintain Credit allocation increased to
35% (2020: 30%).

At the year-end, the asset allocation of the Scheme was not in line with the allocations disclosed in the
Statement of Investment Principles (“SIP”) however, since the year-end, the Investment Policy Implementation
Document have since been reviewed and due to be signed off and finalised upon the appointment of the new
Trustee.

The Myners Review and Code of Best Practice

The Myners Principles codify best practice in investment decision-making. While they are voluntary, the
pension fund Trustee is expected to consider their applicability to it's own fund and report on a ‘comply or
explain’ basis how they have used them.

The principles were initially published in 2001 following a Government sponsored review of institutional
investment by Paul Myners, which found shortcomings in the expertise and organisation of investment decision-
making by pension fund trustees.

In March 2008 the Government consulted on proposals to update the Myners principles. This led to the
publication of a revised set of six principles for DB Schemes in October 2008, together with the establishment
of an Investment Governance Group (“IGG”) to oversee the industry-led framework for the application of the
principles.

While there are now only six DB principles, in place of the original ten, their scope is largely unchanged. The
principles continue to emphasise the essentials of investment governance, notably the importance of effective
decision-making, clear investment objectives and a focus on the nature of each Scheme's liabilities. The
principles also require that the Trustee includes a statement of the Scheme's policy on responsible ownership in
the Statement of Investment Principles and report periodically to members on the discharge of these
responsibilities.

DC Section
The DC Section’s investments have been managed during the year under review by Aberdeen Standard.

13



Travis Perkins Pension & Dependants’ Benefit Scheme

Investment Policy (continued)

Responsible Investment and Corporate Governance

The Trustee believes that environmental, social, and corporate governance (ESG) factors may have a material
impact on investment risk and return outcomes, and that good stewardship can create and preserve value for
companies and markets as a whole. The Trustee also recognises that long-term sustainability issues,
particularly climate change, present risks and opportunities that increasingly may require explicit consideration.

ESG issues and climate change represent risks that ought to be managed appropriately, consistent with other
risks faced by the Scheme. There may also be investment opportunities around ESG issues but the Trustee
recognises it may be difficult to access these within their current and likely future investment strategies
given the nature of the Scheme’s investment arrangements.

The Scheme’s assets are managed in both pooled and segregated arrangements and the Trustee accepts
that the assets are subject to the investment managers’ policies on ESG considerations (including climate
change) relating to the selection, retention and realisation of investments. The ISC reviews the managers’
ESG and Stewardship policies from time to time, including discussing these policies and how they have been
implemented as part of the managers’ attendance at meetings.

Where investment is in pooled vehicles, the Trustee cannot direct the appointed investment managers on how to
vote. The ISC reviews the voting policies of each of the pooled vehicles in which the Scheme invests from time to
time to determine whether the managers’ policies are acceptable. Where assets are held on a segregated
basis, the Trustee delegates the exercise of voting rights to the investment manager and the ISC reviews the
managers’ policy on voting from time to time. The segregated assets are either invested via derivatives or are
UK government bond related (where there are limited stewardship issues), or are credit mandates where there
are generally few opportunities around voting.

The Scheme’s voting rights are exercised by its investment managers in accordance with their own corporate
governance policies, and taking account of current best practice including the UK Corporate Governance Code
and the UK Stewardship Code.

The Scheme invests a large proportion of its assets in funds / mandates where ESG factors have varying
degrees of materiality such as credit and bond assets where ESG issues are still relevant to risk control, but there
is less opportunity to influence investee company behaviour compared to equity holdings, although where
relevant managers are encouraged to use their position as lenders of capital to engage with companies.

The Trustee considers how ESG, climate change and stewardship is integrated within investment
processes in appointing new investment managers and monitoring existing investment managers. The ISC will
consider the ESG ratings provided by the Investment Consultant and how each investment manager embeds
ESG factors into its investment process and how the investment manager’s responsible investment
philosophy aligns with the Trustee’s responsible investment policy. The ISC will review the ESG rating
provided by the Investment Consultant at least annually and will review these against the Investment
Consultant’s database of ESG ratings for investment managers managing funds in the same asset class. A
change in ESG rating does not mean that the fund will be removed or replaced automatically. Managers will
also be expected to report on their own ESG policies as and when requested by the Trustee and ISC. The
ISC will also consider ESG integration, climate change and stewardship when determining which mandates /
funds to sell down as part of any future investment risk reduction exercises.

Equity managers who are FCA registered are expected to report to the Trustee on their adherence to the UK
Stewardship Code on an annual basis.

14



Travis Perkins Pension & Dependants’ Benefit Scheme

Investment Policy (continued)

Responsible Investment and Corporate Governance (continued)

The Trustee has not set any investment restrictions on the appointed investment managers in relation to
particular products or activities, but may consider this in future. A copy of the Trustee’s policy relating to ESG
has been shared with the investment managers.

The Trustee does not take into account DB Section members’ views on “non-financial matters” (their ethical
views, their views on ESG etc) and does not intend to take these into account in the future given the difficulty in
determining members’ views and then applying these to a single scheme investment strategy (given members’
views across the thousands of members are likely to vary significantly).

The Trustee does not take into account DC Section or AVC members’ view on “non-financial matters” either,
and do not intend to take these into account in the future given the difficult in determining members’ views.

15



Travis Perkins Pension & Dependants’ Benefit Scheme

Investment Policy (continued)
Deployment of investments

Defined Benefit Section
The deployment of the Scheme's invested assets is shown in the table below:

30 September

Manager

30 September

2021 2020
(%) (%)
Aberdeen Standard Global Absolute Return Strategies* - 4.5
Ares Secured Income Fund 4.8 4.5
Insight Segregated Liability Hedging 24.5 28.1
Secured Finance 3.2 2.8
Broad Opportunities Fund** - 4.3
High Grade Asset Backed Security 18.1 11.5
Segregated Buy & Maintain Credit 175 15.8
LGIM HLV Property 4.0 3.6
M&G Secured Property Income Fund 4.4 3.9
llliquid Credit Opportunities Fund I 5.7 5.1
RLAM Segregated Buy & Maintain Credit 15.0 12.9
XPS (2020: Mercer) SPV 2.6 2.7
Various AVCs 0.2 0.3
Total DB Section 100.0 100.0

Figures subject to rounding.
Notes:  *Aberdeen Standard — Global Absolute Return Strategies was disinvested and closed in November 2020;

**Insight — Broad Opportunities Fund was disinvested and closed in November 2020.

Defined Contribution Section
The deployment of the Scheme's invested assets is shown in the table below:

30 September

30 September

Manager 2021 2020
(%) (%)
Aberdeen Standard ASI Life Multi-Asset Fund 48.3 100.0
Standard Life Managed Fund 8.9 -
Standard Life With Profits Fund 42.8 -
Total DC Section 100.0 100.0

Figures subject to rounding.

16



Travis Perkins Pension & Dependants’ Benefit Scheme

Review of Investment Performance

Defined Benefit Section
For periods to 30 September 2021, the DB Section’s estimated total investment returns are set out in the table
below. All returns are gross of investment management fees.

30 September 2021 30 September 2020

(% p.a.) (% p.a)

DB Section Total (1.8) 7.8 5.0 9.7

Benchmark (3.8) 7.1 5.2 9.2

Source: Estimated by XPS and Mercer based on information provided by the DB Section investment managers at 30 September 2021 and

30 September 2020 respectively.

With the exception of the Secured Finance, the Trustee regards all investments as readily marketable.
Further detail is provided below:

« The M&G Secured Property Income Fund and the LGIM LPI Income Property fund are monthly priced.
In line with the wider UK property market, CBRE removed the Material Uncertainty Clause from the
M&G Secured Property Income Fund valuation in September 2020. These funds were disinvested
shortly after year-end;

« The M&G llliquid Credit Opportunities Fund Il is quarterly priced and traded. Redemptions from the Fund
are restricted until three years after the date of initial investment. Redemptions from the Insight
Secured Finance Fund can be instructed on a quarterly basis, subject to a three month notice period
(otherwise, the Fund is monthly priced). The Ares Secured Income Fund is quarterly priced and
traded (although disinvestments can only be made after the fourth quarter after the subscription
date);

- The Buy & Maintain corporate bond portfolios managed by Insight and RLAM are comprised of daily
priced and traded securities and the Trustee is able to disinvest from these portfolios on a daily basis
by giving the respective investment managers appropriate notice to do so;

- The segregated liability hedging portfolio managed by Insight is comprised of physical holdings, fixed
interest and index-linked gilts, futures, interest rate swaps, repurchase agreements and liquidity funds.
Insight High Grade ABS fund, used in the collateral management framework, is also daily dealt.
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Investment Policy (continued)
Review of Investment Performance

DC Section
For periods to 30 September 2021, the DC Section’s fund investment returns are set out in the table below.

All returns are gross of investment management fees.

Last Year Last Three Years

Fund B’mark Fund B’mark

(%) () (%pa)  (%pa)
Multi-Asset Fund 15.9 19.1 8.0 6.3
Managed Fund 16.1 16.5 6.4 6.3
With Profits Fund 3.7 N/A 3.0 N/A

Source: Aberdeen Standard. Figures shown are gross of fees.

Benchmarks: Abrdn Multi-Asset Fund — Composite benchmark of 40% FTSE All Share, 25% MSCI World (ex UK), 15% FTSE
Government All Stocks, 5% HFRI FOF: Conservative Index, 5% FTSE Small Cap, 7.5% 7 Day Sterling Libor, 2.5%

FTSE All-Share Index — Equity Investment Instruments
Standard Life Managed Fund — ABI (Pension) Mixed Investment 40% - 85% Shares Sector Average

Standard Life With Profits Fund — Not managed to a benchmark
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Investment Policy (continued)

Custodial arrangements

The Trustee is responsible for ensuring the DB Section’s assets continue to be securely held. The Trustee
reviews the custodial arrangements from time to time and the Scheme auditor is authorised to make whatever
investigations it deems are necessary as part of the annual audit procedure.

The Trustee has appointed Bank of New York Mellon (“BNYM”) as the DB Section’s global custodian for the
DB Section’s segregated arrangements. The custodian is responsible for the safekeeping, monitoring and
reconciliation of documentation relating to the ownership of listed investments (except for assets held in pooled
funds). Investments are held in the name of the custodian's nominee company, in line with common practice for
pension scheme investments.

For the DB Section’s pooled fund investments, the Trustee has no direct ownership of the underlying pooled
funds or the underlying assets of the pooled funds. The policies, proposal forms, prospectuses and related
principles of operation, set out the terms on which the assets are managed. The safekeeping of the assets
within the pooled funds is performed on behalf of the representative investment managers by custodian banks
specifically appointed to undertake this function and whose appointment is reviewed at regular intervals by the
manager. The custodians as at the year-end are shown in the table below:

Manager Mandate Pooled/ Custodian
Segregated

Insight Buy & Maintain Credit Segregated BNYM

Liability Hedging Segregated BNYM

High Grade ABS Pooled BNYM !

Secured Finance Pooled BNYM !
LGIM HLV Property Pooled HSBC
M&G Illiquid Credit Opportunities Fund I Pooled State Street Custodial Services

(Ireland) Ltd

Secured Property Income Fund Pooled Kleinwort Benson (Guernsey) Limited
RLAM Buy & Maintain Credit Segregated BNYM
Ares Secured Income Fund Pooled BNYM

Source: investment managers and the DB Section’s custodian.
1 Northern Trust is Insight’s appointed custodian for the Secured Finance and the High Grade ABS funds. The DB Section’s units in the

pooled funds are held in a segregated account at the DB Section’s appointed custodian, BNYM.

Statement of Investment Principles

The Trustee Directors have produced a Statement of Investment Principles (“SIP”) in accordance with Section
35 of the Pensions Act 1995 (as amended) and the Occupational Pension Schemes (Investment) Regulations
2005 (as amended). From 1 October 2020, disclosure regulations came into effect which requires pension
schemes to publish the SIP on a publicly available website. A copy of the SIP and Implementation Statement
are available from: https://www.travisperkinsplc.co.uk/about-us/governance

The Scheme’s Implementation Statement is appended to this document forming part of the Trustee’s report, and
published on a publicly available website.

The SIP gives details of the Trustee’s investment objectives, while an accompanying Investment Policy
Implementation Document (“IPID”), which is available on request, provides details of the underlying benchmarks
used to measure the performance of the investment managers.
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Investment Policy (continued)

Risk

The Trustee recognises that, with the development of modern financial instruments, it would be possible to
select investments that broadly match the estimated defined benefit liability cash flows. However, in order to
meet the long-term funding objective with an acceptable level of Sponsor contributions, the Trustee has agreed
to take investment risk relative to the liabilities. This is to target a greater return than the matching assets are
expected to provide. The Trustee targets a return consistent with the assumptions made in determining the
Scheme’s Technical Provisions and Recovery Plan.

Before deciding to take investment risk relative to the liabilities, the Trustee received advice from the Investment
Consultant and held discussions with the Sponsor. In particular, the Trustee considered carefully the following
possible consequences:

e The assets might not achieve the excess return relative to the liabilities anticipated over the longer term.
This would result in deterioration in the Scheme’s financial position and consequently higher
contributions from the Sponsor than are currently expected.

e The relative value of the assets and liabilities will be more volatile over the short term than if investment
risk had not been taken. This will increase the likelihood of there being a shortfall of assets relative to
the liabilities in the event of discontinuance of the Scheme. This consequence is particularly serious if it
coincides with the Sponsor being unable to make good the shortfall.

e This volatility in the relative value of assets and liabilities may also increase the short-term volatility of
the Sponsor contribution rate set at successive actuarial valuations, depending on the approach to
funding adopted.

The Trustee’s willingness to take investment risk is dependent on the continuing financial strength of the
Sponsor and its willingness to contribute appropriately to the Scheme. The financial strength of the Sponsor and
its perceived commitment to the Scheme is monitored and the Trustee and ISC will review investment risk
relative to the liabilities should either of these deteriorate.

The degree of investment risk the Trustee is willing to take also depends on the financial health of the Scheme
and the Scheme’s liability profile. The Trustee and ISC monitors these with a view to altering the investment
objectives, risk tolerance and/or return target should there be a significant change in either.

Engagement and Monitoring
The ISC’s main objectives when considering the selection of investment managers are as follows:

a) To select a combination of investment products that together (though not necessarily individually) would
generate the maximum net of fees added value over the benchmark, given the ISC’s tolerance for
investment manager risk;

b) To employ highly-rated investment products, according to the Investment Consultant’s research,
wherever possible (subject to objective a);

c) To minimise potential transition costs by retaining the incumbent managers where possible (subject to
objectives (a) and (b) above), but allowing for the fact that the cost of making a change can easily be
outweighed by superior future performance.
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Investment Policy (continued)

Engagement and Monitoring (continued)

The investment managers are appointed by the ISC based on their capabilities and, therefore, their perceived
likelihood of achieving the expected return and desired risk characteristics. The ISC utilises XPS'’s forward
looking manager research ratings in decisions around the selection, retention and realisation of manager
appointments. These ratings are based on XPS’s assessment of the manager’s parent, people, product,
process, performance, pricing, position and ESG capabilities.

The maijority of the Scheme’s investments are made through pooled investment vehicles, and as such the
Trustee accepts that it has no ability to specify the risk profile and return targets of the manager, but appropriate
mandates can be selected to align with the overall investment strategy.

Some mandates are actively managed and the managers are incentivised through performance targets (an
appointment will be reviewed following periods of sustained underperformance) and hence the fees they receive
— are also dependent upon them achieving performance targets. The ISC will review the appropriateness of
using actively managed funds as part of the wider monitoring of the Scheme’s managers.

The majority of the Scheme’s investments are made through pooled investment vehicles, and as such the
Trustee accepts that it has no ability to specify the risk profile and return targets of the manager, but appropriate
mandates can be selected to align with the overall investment strategy.

The balance of the Scheme’s investments are segregated: the ISC have specified criteria in the investment
manager agreements so that the assets are managed in line with the Trustee’s specific requirements. For the
buy and maintain corporate bond mandates these criteria include the duration of the portfolios and the
proportion of the portfolios invested in bonds denominated in Sterling and overseas currencies, the proportion of
the portfolios to be invested in different sectors and in sub-investment grade bonds. With respect to the Liability
Hedging portfolio, the manager has been appointed to manage the assets in line with a Scheme-specific
benchmark based on the underlying liability profile of the Scheme, with restrictions set out in the guidelines in
order to manage portfolio-specific risks.

The investment managers are aware that their continued appointment is based on their success in delivering
the mandate for which they have been appointed. If the ISC is dissatisfied, then it will look to replace the
manager.

The ISC receives investment manager performance reports from the managers and XPS Investment on a
quarterly basis, which present performance information over 3 month, 1 year and 3 years (p.a). The ISC review
absolute performance, relative performance against a suitable index used as a benchmark, where relevant, and
against the manager’s stated performance target (over the relevant time period). The Trustee’s focus is primarily
on long term performance but short term performance is also reviewed. As noted above, the Trustee and ISC
may review a manager’s appointment if:

e There are sustained periods of underperformance;
e There is a change in the portfolio manager;
e There is a change in the underlying objectives of the investment manager;

e There is a significant change to the Investment Consultant’s rating of the manager.
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Investment Policy (continued)

Engagement and Monitoring (continued)

If a manager is not meeting performance objectives, or their investment objectives for the mandate have
changed, the ISC may initially ask the manager to review their fees instead of terminating the appointment.

The Trustee and ISC reviews the DC and AVC providers’ proposition, including investment manager fees where
possible, on an annual basis as part of a “Value for Money Assessment’. However, it is recognised that these
are legacy arrangements and therefore are not easily changed and the alternative provider market is very
limited.

The Trustee does not currently actively monitor the portfolio turnover costs of the main DB assets. Investment
manager performance is generally reported net of transaction costs, and therefore managers are incentivised in
this way to keep portfolio turnover costs to the minimum required to meet or exceed their objectives.

The Trustee receives some MiFID Il reporting from their investment managers but does not analyse the
information. The ISC will continue to monitor industry improvements concerning the reporting of portfolio
turnover costs. In future, the Trustee may ask managers to report on portfolio turnover costs explicitly. They
may assess this by comparing portfolio turnover across the same asset class, on a year-on-year basis for the
same manager fund, or relative to the manager’s specific portfolio turnover range in the investment guidelines or
prospectus.

The ISC is required to consider portfolio turnover costs for the AVC and DC assets on an annual basis.

The Trustee is a long term investor and is not looking to change the investment arrangements on a frequent
basis.

For open-ended funds, the ISC will retain an investment manager unless:

a) There is a strategic change to the overall strategy that no longer requires exposure to that asset class
or manager;

b) The manager appointment has been reviewed and the Trustee is no longer comfortable that the
manager can deliver the mandate.

Employer Related Investments

Under the Pensions Act 1995 particular types of investment are classed as “employer-related investments”
(“ERI”). Under laws governing ERI not more than 5% of the current value of Scheme assets may be invested in
ERI (subject to certain specific exceptions). In addition, some ERI is absolutely prohibited, including an
employer related loan or guarantee. In September 2010 the prohibition of ERI was extended to cover pooled
funds. It should be noted that this prohibition does not cover pooled funds held in life wrappers, i.e. funds which
are packaged in an insurance policy.

The Trustee reviews the Scheme’s allocation to ERI on an on-going basis and is satisfied that the proportion of
the Scheme’s assets in ERI did not exceed 5% of the market value of the Scheme’s assets as at 30 September
2021, and the Scheme therefore complies with legislative requirements. This will continue to be monitored
annually. Furthermore, the Trustee has agreed with the relevant investment managers with whom segregated
mandates are held to restrict ERI to zero.

22



Travis Perkins Pension & Dependants’ Benefit Scheme

Statement of Trustee’s responsibilities

The financial statements, which are prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, including the Financial Reporting Standard applicable in the UK (FRS 102), are the
responsibility of the Trustee. Pension Scheme regulations require and the Trustee is responsible for ensuring,
that those financial statements:

e show a true and fair view of the financial transactions of the Fund during the Fund year and of the
amount and disposition at the end of that year of its assets and liabilities, other than liabilities to pay
pensions and benefits after the end of the Fund year; and

e contain the information specified in the Regulation 3A of the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
including making a statement whether the financial statements have been prepared in accordance with
the relevant financial reporting framework applicable to occupational pension schemes.

In discharging the above responsibilities, the Trustee is responsible for selecting suitable accounting policies, to
be applied consistently, making any estimates and judgments on a prudent and reasonable basis, and for the
preparing of the financial statements on a going concern basis unless it is inappropriate to presume that the
Fund will not be wound up.

The Trustee is also responsible for making available certain other information about the Fund the form of an
annual report.

The Trustee also has a general responsibility for ensuring that adequate accounting records are kept and for
taking such steps as are reasonably open to them to safeguard the assets of the Fund and to prevent and
detect fraud and other irregularities, including the maintenance of an appropriate system of internal control. The
Trustee is responsible for the maintenance and integrity of the corporate and financial information included on
the Fund’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

Statement of Trustee’s Responsibilities in Respect of Contributions

The Trustee is responsible under pensions legislation for preparing, maintaining and from time to time reviewing
and if necessary revising a Schedule of Contributions showing the rates of contributions payable towards the
Scheme by or on behalf of the employer of the Scheme and the dates on or before which such contributions are
to be paid.

The Trustee is also responsible for adopting risk-based processes to monitor whether contributions are made to
the Scheme by the employer in accordance with the Schedule of Contributions. Where breaches of the
Schedule of Contributions occur, the Trustee is required by the Pensions Acts 1995 and 2004 to consider
making reports to The Pensions Regulator and the members.
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Further Information

Internal Dispute Resolution (IDR) Procedures

It is a requirement of the Pensions Act 1995 that the Trustees of all occupational pension schemes must have
an Internal Dispute Resolution Procedure (IDRP) in place for dealing with any disputes between the Trustee and
the scheme beneficiaries. An IDRP has been agreed by the Trustee, details of which can be obtained by
referring to the Scheme website or writing to the address below.

Contact for Further Information

Requests for additional information about the Scheme generally, or queries relating to members’ own benefits,
should be made to:

Hymans Robertson

45 Church Street

Birmingham

B3 2RT

Email: travisperkins@hymans.co.uk

The Pensions Advisory Service and The Pensions Ombudsman

Members have the right to refer their complaint to The Pensions Ombudsman free of charge. The Pensions
Ombudsman deals with complaints and disputes which concern the administration and/or management of
occupational and personal pension schemes.

Contact with The Pensions Ombudsman about a complaint needs to be made within three years of when the
event(s) the member is complaining about happened — or, if later, within three years of when they first knew
about it (or ought to have known about it). There is discretion for those time limits to be extended.

The Pensions Ombudsman can be contacted at:
10 South Colonnade

Canary Wharf

London

E14 4PU

Tel: 0800 917 4487

Email: enquiries@pensions-ombudsman.org.uk

Members can also submit a complaint form online:
www.pensions-ombudsman.org.uk/our-service/make-a-complaint/

If members have any general requests for information or guidance concerning their pension arrangements
contact:

The Pensions Advisory Service

120 Holborn

London

ECIN 2TD

Tel: 0800 011 3797

www.pensionsadvisoryservice.org.uk
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Further Information (continued)

The Pensions Regulator

The Pensions Regulator (TPR) has the objectives of protecting the benefits of members, promoting good
administration and reducing the risk of claims on the Pension Protection Fund. TPR has the power to
investigate schemes, to take action to prevent wrongdoing in or maladministration of pension schemes and to
act against employers failing to abide by their pension obligations. TPR may be contacted at the following
address:

The Pensions Regulator

Napier House

Trafalgar Place

Brighton

BN1 4DW
www.thepensionsrequlator.gov.uk

Pension Tracing Service

The Pension Schemes Registry has been replaced with the Pension Tracing Service and is now provided by the
Department for Work and Pensions. Responsibility for compiling and maintaining the register of occupational
pension schemes has been passed to The Pensions Regulator.

Contact details for the services are as follows:

Pension Tracing Service

The Pension Service 9

Mail Handling Site A

Wolverhampton

WVv9os8 1LU
www.gov.uk/find-pension-contact-details

Approval of the Report by the Trustee
The Trustee’s Report was approved by the Trustee of the Travis Perkins Pension & Dependants’ Benefit
Scheme, and signed for and on their behalf by:

F Gar

6, ﬂfdbf’ﬂ &

g Graham Malpas, Trustee Director

Stella Girvin, Chair of Trustees

29" March 2022
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Section 3 — Independent Auditors’ Report to the Trustee of the
Travis Perkins Pension & Dependants’ Benefit Scheme

Report on the audit of the Financial Statements

Opinion

In our opinion the financial statements of Travis Perkins Pension & Dependants’ Benefit Scheme (the
“Scheme”):

e show a true and fair view of the financial transactions of the scheme during the year ended 30
September 2021 and of the amount and disposition at that date of its assets and liabilities, other than
the liabilities to pay pensions and benefits after the end of the year;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland”; and

e contain the information specified in Regulation 3A of the Occupational Pension Schemes (Requirement
to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the
Pensions Act 1995.

We have audited the financial statements which comprise:

e the Fund Account;
e the Statement of Net Assets (available for benefits); and
e the related notes 1 to 19

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report.

We are independent of the scheme in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the Trustee’s use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the scheme’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for
issue.

Our responsibilities and the responsibilities of the Trustee with respect to going concern are described in the
relevant sections of this report.
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Independent Auditors’ Report to the Trustee of the Travis Perkins Pension & Dependants’ Benefit
Scheme (continued)

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The Trustee is responsible for the other information contained
within the annual report. Our opinion on the financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of the Trustee

As explained more fully in the Statement of Trustee’s responsibilities, the Trustee is responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the Trustee determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Trustee is responsible for assessing the scheme’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Trustee either intends to liquidate the scheme or to cease operations, or has no
realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www.frc.org.uk/auditorsresponsibilities.

This description forms part of our auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.

We considered the nature of the scheme’s industry and its control environment, and reviewed the scheme’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
also enquired of management about their own identification and assessment of the risks of irregularities.
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Independent Auditors’ Report to the Trustee of the Travis Perkins Pension & Dependants’ Benefit
Scheme (continued)

Extent to which the audit was considered capable of detecting irregularities, including fraud (continued)
We obtained an understanding of the legal and regulatory frameworks that the scheme operates in, and
identified the key laws and regulations that:

¢ had a direct effect on the determination of material amounts and disclosures in the financial statements.
These included the Pensions Act 1995, the Pensions Act 2004, the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996 and the
Occupational and Personal Pension Schemes (Disclosures of Information) Regulations 2013; and

e do not have a direct effect on the financial statements but compliance with which may be fundamental
to the scheme’s ability to operate or to avoid a material penalty.

We discussed among the audit engagement team regarding the opportunities and incentives that may exist
within the organisation for fraud and how and where fraud might occur in the financial statements.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the risk of management override. In addressing the risk of fraud through management override of controls, we
tested the appropriateness of journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any
significant transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by testing to supporting documentation to assess compliance
with provisions of relevant laws and reguiations described as having a direct effect on the financial
statements;

e performing analytical procedures to identify unusual or unexpected relationships that may indicate risks
of material misstatement due to fraud;

e enquiring of management concerning actual and potential litigation and claims, and instances of non-
compliance with laws and regulations; and

e reading minutes of meetings of those charged with governance, and reviewing correspondence with the
Pensions Regulator.

Use of this report

This report is made solely to the scheme’s trustee[s], as a body, in accordance with Regulation 3 of the
Occupational Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996 made under the Pensions Act 1995. Our audit work has been undertaken so that we might
state to the scheme’s trustee[s] those matters we are required to state to them in an auditor’s report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the scheme’s trustee as a body, for our audit work, for this report, or for the opinions we have formed.

)(,» (e He P

Deloitte LLP
Statutory Auditor
Birmingham

United Kingdom
Date: 29 March 2022
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Section 4 — Financial Statements

Fund Account for year ended 30 September 2021

CONTRIBUTIONS AND BENEFITS

Contributions

Benefits paid or payable
Payments to and on account of leavers
Other payments

Administrative expenses

Net withdrawals from dealings with members

RETURNS ON INVESTMENTS

Investment income

Change in market value of investments

Investment management expenses

Net (loss)/return on investments

Net (decrease)/increase in the fund

Net Assets of the Scheme at start of year

Net Assets of the Scheme at end of year

2021 2020
Notes  £000 £000

4 508 1,937

5 (30,472) (26,560)

6 (9,972) (3,724)

7 (353) 9)

8 (969) (826)

(41,766) (31,119)

(41,258) (29,182)

10 33,430 30,408

12 (46,465) 26,864

11 (2,788) (1,404)

(15,823) 55,868

(57,081) 26,686

1,329,208 1,302,522

1,272,127 1,329,208

The notes on pages 31 to 51 form part of these financial statements.
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Travis Perkins Pension & Dependants’ Benefit Scheme

Statement of Net Assets (available for benefits) as at 30 September 2021

Investment assets:

Bonds

Pooled investment vehicles

Derivatives

Amounts receivable under Reverse Repurchase Agreements
SPV Asset

AVC investments

Investment debtor

Cash deposits

Other investment balances

Investment liabilities:
Short-sold bonds
Derivatives

Amounts payable under Repurchase Agreements

Total net investments
Current assets
Current liabilities

Total Net Assets (available for benefits) of the Scheme

2021 2020

Notes £000 £000
12 1,703,386 1,571,284
12 515,356 546,354
12 29,171 13,117
12 123,294 123,937
12 33,400 34,100
12 4,389 4,131
12 3 4,498
12 4,738 4,170
12 8,770 7,827
2,422,507 2,309,418
12 (121,812) -
12 (33,507) (27,635)
12 (998,478) (956,233)
(1,153,797) (983,868)
1,268,710 1,325,550
13 4,507 5,501
14 (1,090) (1,843)
1,272,127 1,329,208

The notes on pages 31 to 51 form part of these financial statements.

The financial statements summarise the transactions of the Scheme and deal with the net assets at the disposal
of the Trustee. They do not take account of obligations to pay pensions and benefits which fall due after the end
of the Scheme year. The actuarial position of the Scheme, which takes into account such obligations, is dealt
with in the Report on Actuarial Liabilities and in the Actuary’s certificates in Section 8 of these financial

statements and should be read in conjunction therewith.

Signed for and on behalf of the Trustee of the Travis Perkins Pension & Dependants’ Benefit Scheme:

G

Stella Girvin, Chair of Trustees

Graham Malpas, Trustee Director

29" March 2022

30



Travis Perkins Pension & Dependants’ Benefit Scheme

Section 5 — Notes to the Financial Statements

Notes to the financial statements for the year ended 30 September 2021

1

3.1

3.2

3.3

BASIS OF PREPARATION

The individual financial statements the Travis Perkins Pension & Dependants’ Benefit Scheme have been
prepared in accordance with the Occupational Pension Schemes (Requirement to obtain Audited
Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting Standard (FRS) 102 —
The Financial Reporting Standard applicable in the UK and Republic of Ireland issued by the Financial
Reporting Council (‘FRS 102’) and the guidance set out in the Statement of Recommended Practice
‘Financial Reports of Pension Schemes’ (Revised June 2018) (‘the SORP’).

The financial statements are prepared on a going concern basis, which the Trustee believes to be
appropriate as they believe that the Scheme has adequate resources to realise its assets and meet
pension payments in the normal course of affairs (continue to operate) for at least the next twelve months
from the date of approval of the financial statements. In reaching this conclusion, the Trustee considered
the impact of the COVID 19 outbreak and has taken into account plausible downside assumptions of the
sponsoring employer to gain comfort that it will continue to make contributions as they fall due.

IDENTIFICATION OF THE FINANCIAL STATEMENTS

The Scheme is established as a trust under English law. The address for enquiries to the Scheme is:
Hymans Robertson, 45 Church Street, Birmingham, B3 2RT.

ACCOUNTING POLICIES

The principal accounting policies, which have been consistently applied during the year, are set out
below:

Contributions
Deficit contributions are accounted for in the period they are due under the Schedule of Contributions.

Other contributions made by the employer to reimburse costs and levies payable by the Trustee are
accounted for on the same basis as the corresponding expense.

Additional Voluntary Contributions (AVCs)
AVCs are accounted for on an accrual basis, in the same way as other contributions, and the resulting
investments are included in the net assets statement.

Benefits

Pensions payable in respect of the Scheme year are accounted for by reference to the period to which
they relate. Refunds and lump sums are accounted for by reference to the later of the date of retirement
or leaving the Scheme, or the date the option is exercised. Benefits taken are reported gross of any tax
settled by the scheme on behalf of the member.
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3

3.4

3.5

3.6

3.7

ACCOUNTING POLICIES (CONTINUED)

Transfers to other Schemes

Transfer values relating to early leavers are included at values determined by the Actuary advising the
Trustee. Transfers are accounted for when the receiving scheme has accepted the liability and the
amount can be determined with reasonable certainty.

Administrative and other expenses
Administrative expenses are accounted for on an accrual basis. The Scheme bears all the costs of
administration and during the period the Employer paid extra contributions in respect of expenses.

Investment income
Income from cash and short-term deposits is accounted for on an accrual basis.

Income from pooled investment vehicles is accounted for when declared by the fund manager.

Income from bonds is accounted for on an accrual basis and includes interest bought and sold on
investment purchases and sales.

Investment income arising from the underlying investments of the pooled investment vehicles is rolled up
and reinvested within the pooled investment vehicles. This is reflected in the unit price and reported within
‘Change in Market Value’.

Receipts from annuity policies held by the Trustee to fund benefits payable to Scheme members are
included within investment income on an accrual basis.

Investments

Annuity policies, if material, are valued by the Scheme Actuary at the amount of the related obligation,
determined using the most recent funding valuation assumptions updated for market conditions at the
reporting date. Income arising from annuity policies is included in investment income and the pensions
paid included in pensions payments. The Trustee has concluded that the annuities are not material and
so have not been valued.

Under FRS 102, annuity policies are reported at the value of the related obligation to pay future benefits
funded by the annuity policy. The Trustee has determined that there are no material annuity policies held
in the name of the Trustee. Investments in overseas currencies are translated into sterling at the
exchange rates ruling at the year end.

Investments are included at fair value.

The changes in investment market values are accounted for in the year in which they arise and include
profits and losses on investments sold as well as unrealised gains and losses in the value of investments
held at the year end.

Quoted securities are valued at the bid market price at the close of business. Fixed interest securities are
stated at their clean prices. Accrued income is accounted for within investment income. Unquoted
securities are included at fair value estimated by the Trustee based on advice from the investment
manager.

Bonds are valued by valuation techniques that use observable market data.

Pooled investment vehicles are stated at closing bid price for funds with bid/offer spreads, or, if single
priced, at the closing single price. Holdings in other pooled arrangements have been valued at the latest
available net asset value (NAV), determined in accordance with fair value principles, provided by the
pooled investment manager.
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3

3.7

ACCOUNTING POLICIES (CONTINUED)

Investments (continued)
Derivatives are stated at fair value.

° Exchange traded derivatives are stated at fair value determined using market quoted prices.

° Swaps are valued taking the current value of future cash flows arising from the swap determined
using discounted cash flow models and market data at the reporting date.

° Over the counter (OTC) derivatives are stated at fair value using pricing models and relevant
market data as at the year-end date.

° Forward foreign exchange contracts are valued by determining the gain or loss that would arise
from closing out the contract at the reporting date by entering into an equal and opposite contract
at that date.

o All gains and losses arising on derivative contracts are reported within ‘Change in Market Value’'.

° Receipts and payments arising from derivative instruments are reported as sale proceeds or
purchase of investments.

The Scheme’s Special Purpose Vehicle (SPV) is valued at an appropriate fair value based on the
discounted guaranteed cash flows, taking into account any changes to anticipated returns on
investments, the gilt yield, the risk premium and CPI. Details of the SPV are given in note 12.10 to the
financial statements. The methodology of valuing the SPV has been proposed by XPS (2020: Mercer) on
behalf of the Trustee, and is consistent with the prior year. Cashflows are payable by the SPV to the
Scheme on an annual basis and recognised as an investment sale due the holding being an amortised
asset.

AVC investments are included at the value given by the AVC provider.
Investments include all cash held by investment managers and available for investment.

Where bonds are sold subject to contractual agreements (‘repurchase agreements’) for the repurchase of
equivalent securities, the securities sold are accounted for within their respective investment classes as if
they have been held at the year-end market value. The contracts to buy back the equivalent securities,
the Repurchase Agreements, are accounted for as an investment liability and the market value reported
is the cash received from the counterparty at the opening of the agreements.

Where bonds are bought subject to contractual agreements (“reverse repurchase agreements”) for the
resale of equivalent securities, the securities bought are excluded from their respective investment
classes. The contracts to sell back the equivalent securities, the reverse repurchase agreements, are
accounted for as an investment asset and the market value reported is the cash paid to the counterparty
at the opening of the agreements.

The Scheme recognises assets delivered out under repurchase contracts. Cash received from
repurchase contracts is recognised as an investment asset and an investment liability is recognised for
the value of the repurchase obligation. Cash delivered under reverse repurchase contracts is recognised
as an investment receivable in the financial statements. Securities received in exchange are disclosed as
collateral supporting this receivable but not included as Scheme assets.
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3 ACCOUNTING POLICIES (CONTINUED)

3.7 Investments (continued)

Investment management expenses are accounted for on an accrual basis. Acquisition costs are included
in the purchase cost of investments.

3.8 Presentation Currency
The Scheme’s functional and presentation currency is pounds Sterling. Monetary items denominated in
foreign currency are translated into sterling using the closing exchange rates at the year end. Foreign
currency transactions are recorded in Sterling at the spot exchange rate at the date of the transaction.

3.9 Judgements in applying accounting policies and key sources of estimation uncertainty
In preparing these financial statements, the Trustee has made the following judgements:

Determined whether there are any indicators of impairment of the Scheme’s investment assets. Factors
taken into consideration in reaching such a decision include the economic viability and expected future
financial performance of the asset and the viability and expected future performance of that asset.

There are no other key sources of estimation uncertainty.

4 CONTRIBUTIONS

Total Total

2021 2020

£000 £000
Deficit funding 188 750
Employer additional contributions re expenses 320 1,187
508 1,937

Under the Schedule of Contributions signed in May 2021, the Scheme’s deficit has been eliminated from 31
December 2020 so there are no more deficit reduction contributions due to the Scheme from this date. Prior to
this, the Scheme was due £750,000 per annum payable in monthly instalments from 1 October 2020 to 31
December 2020.

Under the Schedule of Contributions signed in May 2021, the Scheme is no longer due contributions from the
Sponsoring Employer to cover the cost of Administration and Management expenses. Prior to this, the Scheme
was due £1,280,000 per annum payable in monthly instalments to the calendar year ended 31 December 2020.
This amount was determined by the Trustee and Employer as allowable per the Schedule of Contributions, but
was not included within the Schedule of Contributions. Prior to this, the Scheme was due £1,000,000 per annum
payable in monthly instalments to the calendar year ended 31 December 2019.
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5 BENEFITS PAID OR PAYABLE

Pensions payable
Commutations of pensions and lump sum retirement benefits

Lump sum death benefits

6 PAYMENTS TO AND ON ACCOUNT OF LEAVERS

Individual transfers to other schemes

7 OTHER PAYMENTS

Irrecoverable VAT

The principal employer reclaims VAT on behalf of the Scheme. Irrecoverable VAT arises due to the employer

being restricted in the amount of VAT it can reclaim.

8 ADMINISTRATIVE EXPENSES

Administration and processing
Actuarial and consulting fees
Audit Fee

Total Total
2021 2020
£000 £000
24,518 22,891
5,468 3,668
486 1
30,472 26,560
Total Total
2021 2020
£000 £000
9,972 3,724
Total Total
2021 2020
£000 £000
353 9
Total Total
2021 2020
£000 £000
551 528
390 272
28 26
969 826

In accordance with the Schedules of Contributions, the employer directly met the PPF levies in 2020 and 2021.
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9 TAX

The Travis Perkins Pension & Dependants’ Benefit Scheme is a registered pension scheme for tax purposes
under the Finance Act 2004. The Scheme is therefore exempt from taxation except for certain withholding taxes
relating to overseas investment income. Tax charges are accrued on the same basis as the investment income
to which they relate (see Note 10).

10 INVESTMENT INCOME

Total Total

2021 2020

£000 £000
Income from pooled investment vehicles 5,814 7,126
Income from bonds 29,852 28,296
Interest on cash deposits 9) 10
Bank interest 6 8
Annuity income 203 193
Interest payable on swaps or repurchase agreements (2,436) (5,225)
33,430 30,408

11 INVESTMENT MANAGEMENT EXPENSES

Total Total

2021 2020

£000 £000
Administration, management and custody 2,788 1,404

Investment fees for the other fund managers are adjusted for within the unit prices of each fund.
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12 INVESTMENTS

12.1 INVESTMENT RECONCILIATION

Sales
Purchase .
, proceeds Changein .
Opening cost and and market Closing
value derivative derivative value value
payments receipts
£000 £000 £000 £000 £000
Bonds 1,571,284 212,119  (104,896)  (96,933) 1,581,574
Pooled investment vehicles 546,354 252,344 (307,521) 24,179 515,356
Derivatives (14,518) 25441  (38,141) 22,882 (4,336)
SPV asset 34,100 - (3,577) 2,877 33,400
AVC investments 4,131 1,138 (1,410) 530 4,389
2,141,351 491,042  (455,545)  (46,465) 2,130,383
Cash deposits 4,170 4,738
Net Repurchase agreements (832,296) (875,184)
Investment debtor 4,498 3
Other investment balances 7,827 8,770
TOTAL NET INVESTMENTS 1,325,550 1268710

Bonds reflect the net of both the long and short positions.

The change in the market value of investments during the year comprises all increases and decreases in the
market value of investments held at any time during the year, including profits and losses realised on sales of

investments during the year.
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12.2 POOLED INVESTMENT VEHICLES (PIV)

The holdings of PIVs are analysed below:

2021 2020

£000 £000
Property 105,728 99,897
Global Bonds 270,232 189,804
Diversified Growth Fund - 117,444
llliquid Credit 71,854 67,802
Private Debt 60,501 59,128
Liquidity 7,041 12,279
515,356 546,354

12.3  ADDITIONAL VOLUNTARY CONTRIBUTION (AVC) INVESTMENTS

The Trustee holds assets invested separately from the main Defined Benefit Section investments to secure
additional benefits on a money purchase basis for those Defined Benefit Section members who previously
elected to pay additional voluntary contribution. This also includes assets invested separately in respect of a
small number of members who have no final salary benefits but where money purchase funds are held within
the Scheme. From May 2007 members were no longer permitted to make additional voluntary contributions

through the Scheme.

The aggregate amounts of AVC investments are as follows:

2021 2020

£000 £000
Utmost Life 14 507
Prudential 263 311
Zurich 3 3
Abbey National - 7
Aviva 16 16
Clerical Medical 1,134 607
Standard Life 1,527 1,436
Aberdeen Asset 1,432 1,244
4,389 4,131

Due to materiality, the DC section investments are included in the above balances and are held with Aberdeen

Asset Management with a value of £1,432,000 at September 2021 (2020: £1,244,000).
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12.4  DERIVATIVES

Objectives and policies

The Trustee has authorised the use of derivatives by their investment managers as part of its investment strategy
for the pension scheme.

The main objectives for the use of key classes of derivatives and the policies followed during the year are
summarised as follows:

e Swaps — The Trustee’s aim is to match off the Scheme’s long-term liabilities with its fixed income assets,
in particular in relation to the liabilities’ sensitivities to interest rate movements. The Trustee has entered
into interest rate swaps to better align the Scheme’s assets to the long-term liabilities of the Scheme.

e Forward foreign exchange — in order to maintain appropriate diversification of investments within the
portfolio and take advantage of overseas investment returns a proportion of the underlying investment
portfolio is invested overseas. To balance the risk of investing in foreign currencies whilst having an
obligation to settle benefits in sterling, a currency hedging programme, using forward foreign exchange
contracts, has been put in place to reduce the currency exposure of these overseas investors to the
targeted level.

2021 2020

Assets Liabilities Total Assets Liabilities Total

£000 £000 £000 £000 £000 £000
Swaps 28,003  (29,119) (1,116) 11,951 (26,217) (14,266)
Forward foreign exchange 1,168 (4,388) (3,220) 1,166 (1,418) (252)
29,171  (33,507) (4,336) 13,117 (27,635) (14,518)

Swaps

The Scheme had derivative contracts outstanding at the year-end relating to its LDI fixed interest investment
portfolio. These contracts were traded over the counter (OTC). The details are:

. Asset Liability
N(')t|o.na| value at value at
Number of Principal year end year end
Nature Contracts £000 Duration £000 £000
Interest rate swap 45 487,580 2022 to 2049 28,003 (29,119)
Total 2021 28,003 (29,119)
Total 2020 11,951 (26,217)

At 30 September 2021, collateral of £9.3m (2020: £17.7m) was pledged and collateral of £2.2m (2020: nil) was
held in relation to outstanding swap contracts. Collateral pledged consisted of £9.3m (2020: £17.7m) of UK
Government bonds. Collateral held consisted of £2.2m (2020: nil) of cash and nil (2020: nil) of UK Government
bonds.
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12.4  DERIVATIVES (CONTINUED)
Forward Foreign Exchange (FX)

The Scheme had open FX contracts at the year-end relating to its currency hedging strategy as follows:

Asset Liability

Currency  Currency value at value at

Bought Sold Settlement year end year end

Nature 000 000 Date £000 £000

Buy GBP sold EURO £27,552 (€32,142) Oct 21 - (88)
Buy GBP sold USD £205,299 ($282,620) Oct 21 - (4,300)
Buy USD sold GBP $48,336 (£35,844) Oct 21 4 -
Other £1,164 - Jan 22 1,164 -
Total 2021 1,168 (4,388)
Total 2020 1,166 (1,418)

125 CONCENTRATION OF INVESTMENTS

The table below provides an overview of the Scheme’s pooled investments that represented more than 5% of the
total invested assets as at 30 September 2021.

2021 2020
£000 % of net £000 % of net
assets assets
Insight High Grade ABS Fund 229,368 18.0 152,075 114
M&G llliquid Credit Opportunities Fund 71,854 5.6 67,802 5.1
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12.6  INVESTMENT TRANSACTION COSTS

Indirect transaction costs are incurred through bid-offer spread on investments within pooled investment
vehicles. Direct transaction costs are included in the cost of purchases and deducted from sales proceeds in
the reconciliation above. It has not been possible for the Trustee to quantify the direct and indirect costs for
the Scheme.

127 REPURCHASE AND REVERSE REPURCHASE AGREEMENTS

A holder of securities sells these securities to an investor with an agreement to repurchase them at a fixed
price on a fixed date:

2021 2020

£000 £000
Contracts held under repurchase agreements (998,478) (956,233)
Contracts held under reverse repurchase agreements 123,294 123,937
(875,184) (832,296)

At 30 September 2021, collateral of £14.2m (2020: £5.8m) was pledged in relation to outstanding repurchase
agreements, and collateral of £3.3m (2020: £3.0m) was held in relation to outstanding repurchase
agreements. All of this collateral was in UK Government bonds.

12.8 CASH AND OTHER NET INVESTMENT BALANCES

2021 2020

Cash £000 £000
Cash Deposits — Sterling 4,504 4,300
Cash Collateral — Overseas 234 (130)
4,738 4,170

2021 2020

Investment debtor £000 £000
Pending transactions 3 4,498

2021 2020

Other investment balances £000 £000
Accrued investment income 8,770 7,827
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12.9 INVESTMENTS FAIR VALUE HIERARCHY

The fair value of financial instruments has been determined using the following fair value hierarchy:

Level 1 The unadjusted quoted price in an active market for identical assets or liabilities that the
entity can access at the assessment date.

Level 2 Inputs other than quoted prices included within Level 1 that are observable (i.e.
developed using market data) for the asset or liability, either directly or indirectly.

Level 3 Inputs are unobservable (i.e. for which market data is unavailable for the asset or
liability.
The Scheme’s investment assets and liabilities have been fair valued using the above hierarchy categories as
follows:
As at 30 September 2021 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Bonds - 1,581,574 - 1,581,574
Pooled investment vehicles 7,041 375,960 132,355 515,356
Derivatives (3,220) (1,116) - (4,336)
SPV asset - - 33,400 33,400
AVC investments - 4,127 262 4,389
Cash 4,738 - - 4,738
Repurchase agreements - (875,184) - (875,184)
Investment debtor 3 - - 3
Other investment balances 8,770 - - 8,770
17,332 1,085,361 166,017 1,268,710
As at 30 September 2020 Level 1 Level 2 Level 3 Total
(reclassified) £000 £000 £000 £000
Bonds - 1,571,284 - 1,571,284
Pooled investment vehicles 12,278 407,146 126,930 546,354
Derivatives (255) (14,263) - (14,518)
SPV asset - - 34,100 34,100
AVC investments - 3,897 234 4,131
Cash 4,170 - - 4,170
Repurchase agreements - (832,296) - (832,296)
Investment debtor 4,498 - - 4,498
Other investment balances 7,827 - 7,827
28,518 1,135,768 161,124 1,325,550

Repurchase agreements being level 2 based on underlying instruments exchanged.

Bonds, repurchase agreements and derivatives reflect the net position of the asset and liability which are
disclosed on page 30.
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12.10 SPV ASSET

2021 2020
£000 £000
SPV asset 33,400 34,100

In June 2010 the Scheme acquired an SPV asset which is structured to provide the Scheme with a flow of rental
income, backed by physical assets of the employer. The asset was originally acquired for £34.7m and
represents a schedule of guaranteed cash-flow paid annually in arrears from February 2011 to June 2030.

Should the SPV default on payments to the Scheme, the Scheme can seek to recover the lower of the existing
deficit on a Buyout (section 75) basis and the asset value of the SPV from the employer.

The valuations as at 30 September 2020 and 30 September 2021 are for the guaranteed cash flows element of
the SPV valuation only.

12.11 INVESTMENT RISKS

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by
FRS 102 as follows:

Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party
by failing to discharge an obligation.

Market risk: this comprises currency risk, interest rate risk and other price risk.

e Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in foreign exchange rates.

e Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market interest rates.

e Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer,
or factors affecting all similar financial instruments traded in the market.

The Scheme has exposure to these risks because of the investments it makes to implement its investment
strategy described in the Trustee’s Report for the Defined Benefit Section and Defined Contribution Section.
The Trustee manages investment risks, including credit risk and market risk, within agreed risk limits which are
set taking into account the Scheme’s strategic investment objectives. These investment objectives and risk
limits are implemented through the investment management agreements in place with the Scheme’s investment
managers and monitored by the Trustee by regular reviews of the investment portfolios. The investment
objectives and processes in place to monitor and manage risks of the Scheme are further detailed in the
Statement of Investment Principles (“SIP”) and the Investment Implementation Policy Document (“IIPD”).

Further information on the Trustee’s approach to risk management and the Scheme’s exposures to credit and
market risks are set out below. This does not include AVC investments as these are not considered significant
in relation to the overall investments of the Scheme.
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12.11 INVESTMENT RISKS (CONTINUED)
Market risk

Currency risk

The Scheme is subject to direct currency risk where assets denominated in overseas currencies are held in
segregated mandates. The Trustee has opted to hedge all the overseas currency exposure in the segregated
mandates back to Sterling; direct currency exposure at the year-end was implicitly 0.0% (2020: 0.0%).

During the year, the Scheme had exposure to indirect currency risk through its holdings in two Diversified
Growth funds, two Secured Finance funds, and the High-Grade ABS Fund. The Diversified Growth funds
consisted of underlying investments across a range of asset class and regions (and therefore foreign
currencies) which exposes the Scheme to indirect currency risk. These funds were disinvested during the year.

The Secured Finance and High-Grade ABS funds consist of underlying investments in debt and debt related
securities, loan investments and structured financial instruments which may be issued world-wide, denominated
in any currency and may or may not be listed on recognised exchanges and markets. The funds are Sterling
priced, however the managers may use underlying currency exposures as part of their investment strategy.

Some of the investment managers may utilise currency hedging as a means of protecting a fund’s value against
currency movements. In extreme market conditions, the hedge may not be perfect, and the fund may be
exposed to currency changes. In instances where returns are not hedged, this may be a deliberate and
calculated action taken by the manager as a means of generating additional returns through expected currency
movements. The Trustee reviews the strategies employed by the managers as part of their ongoing monitoring
of the Scheme.

Interest rate risk

The Scheme is subject to direct interest rate risk where the Scheme’s investments are held in government
bonds, repurchase agreements, interest rate and bond derivatives and cash, as segregated investments. In the
case of the Buy and Maintain Credit funds, the interest rate exposure that these funds introduce is taken by the
respective investment managers as part of their investment strategies to add value.

The Trustee has set a benchmark for total investment in liability hedging assets of 45.0% (including the High-
Grade ABS) (2020: 35.0%) of the total investment portfolio, as part of its liability driven investment (“LDI”)
strategy. Under this strategy, if interest rates fall, all else being equal, the value of these investments should rise
to help match the increase in the value placed on the liabilities arising from a fall in the discount rate (which is
derived from market interest rates). Similarly, if interest rates rise, all else being equal, these investments should
fall in value, as should the value placed on the liabilities because of an increase in the discount rate.
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12.11 INVESTMENT RISKS (CONTINUED)

Interest rate risk (continued)

At the year end, the liability hedging portfolio, managed by Insight Investment Management (“Insight”),
represented c.44.0% of the total investment portfolio (2020: 40.8%). As at year end 2021, the hedge ratio of the
Scheme’s inflation linked liabilities on the Trustee’s liability hedging basis (gilts + 0.5% p.a.) was ¢.96.8% (2020:
€.90.0% on gilts + 0.5% p.a.) and therefore broadly in line with the Trustee’s target of 97%. The hedge ratio of
the Scheme’s fixed liabilities on the Trustee’s liability hedging basis (gilts + 0.5% p.a.) was ¢.96.2% (2020:
¢.89.0% on gilts + 0.5% p.a.) and therefore broadly in line with the Trustee’s target of 97%..The interest rate
sensitivity within the Royal London Asset Management (“RLAM”) Buy & Maintain credit portfolio is taken into
account by Insight in the hedging arrangements.

The Scheme also had indirect exposure to interest rate risk over the year through investments in Diversified
Growth Funds, Long Lease Property, Secured Finance and High-Grade ABS funds. The Long Lease Property
funds may be subject to indirect interest rate risk where the investment manager uses a discount cashflow
methodology for valuing the underlying properties.

Any interest rate sensitivity from these funds is considered immaterial and therefore not allowed for in Insight’s
liability hedging arrangements. The interest rate sensitivity within the Secured Finance and High-Grade ABS
mandates is limited as the underlying investments are predominantly floating rate in nature.

Other price risk

Other price risk arises principally in relation to the Scheme’s return seeking assets which included two
Diversified Growth funds, Long Lease property, Secured Finance and High-Grade ABS through underlying
investments in pooled investment vehicles held over the reporting period.

The Scheme has set a target asset allocation of 25.0% of investments being held in return seeking
investments. The High-Grade ABS and Buy & Maintain Credit holdings are not considered by the Trustee to
be part of the return seeking portfolio although they do exhibit some return seeking characteristics. As such,
details on these funds is included in the Credit Risk section alongside the Secured Finance and Long Lease
Property mandates.

The Trustee manages the Scheme’s exposure to overall price movements by constructing a diverse portfolio
of investments across various markets and asset classes. At the year end, the Scheme’s return seeking
assets represented c.22.7% of total assets (2020: 29.7%) broadly in line with the Trustee’s strategic target
asset allocation.

Credit risk

The Scheme is subject to direct credit risk because the Scheme invests in bonds, over-the-counter (“‘OTC”)
derivatives, has cash balances and enters into repurchase agreements through its segregated investments. The
Scheme also invests in pooled investment vehicles which may invest in sovereign government bonds and
corporate bonds.

As at year end, the Scheme had exposure to investment grade bonds, related derivatives and cash which
amounted to ¢.£1,591.7m (2020: c.£1,522.0m) and c.£4.3m of non-investment grade corporate bonds (2020:
c.£4.0m) in segregated vehicles. The Scheme is directly exposed to credit risk arising from pooled investment
vehicles and is indirectly exposed to credit risks arising on the underlying investments held by these pooled
investment vehicles.
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12.11 INVESTMENT RISKS (CONTINUED)

Credit risk (continued)

A summary of pooled investment vehicles by type of arrangement is as follows:

2021 2020

£000 £000
Unit Linked Insurance Contracts 50,576 159,859
Qualifying Investor Alternative Investment Fund 112,719 105,531
Authorised Unit Trusts 55,152 57,483
Open Ended Investment Company 236,408 164,353
Shares of Limited Liability Partnerships 60,501 59,128
515,356 546,354

The pooled investment arrangements used by the Scheme at year end comprise unit-linked insurance contracts
(L&G LPI Income Property Fund and the M&G Secured Property Income Fund), OEICs (the Insight High Grade
ABS Fund), a limited partnership (the Ares Secured Income Fund LP) and QIAIFs (M&G llliquid Credit
Opportunities Fund Il and Insight Secured Finance). The Scheme’s holdings in pooled investment vehicles are
not rated by credit rating agencies. The Trustee manages and monitor the credit risk arising from the Scheme’s
pooled investments by considering the nature of the arrangement, the legal structure, and regulatory
environment.

Direct credit risk arising from the pooled investments in the OEICs, the limited partnership and the QIAIFs is
mitigated by the underlying assets of the pooled arrangements being ring-fenced from the pooled managers, the
regulatory environments in which the pooled managers operate and diversification of investments amongst a
number of pooled arrangements. Cash held by the pooled managers’ custodians is ring-fenced where possible.
Where this is not possible, the credit risk arising is mitigated by the use of regular cash sweeps (typically daily)
and investing cash in liquidity funds.

Direct credit risk arising from pooled investment vehicles structured as unit-linked insurance contracts is
mitigated by capital requirements and the Prudential Regulatory Authority’s regulatory oversight. In the event of
default by the insurer, the Scheme may be protected by the Financial Services Compensation Scheme and may
be able to make a claim for up to 100% of its policy value, although noting that compensation is not guaranteed.
The Trustee carries out due diligence checks on the appointment of new pooled investment managers, and on
an ongoing basis monitors any changes to the operating environment of the pooled managers.

The Trustee carries out due diligence checks on the appointment of new pooled investment managers and, on
an ongoing basis, monitors any changes to the operating environment of the pooled manager.

Both the pooled and segregated vehicles may hold units within other pooled arrangements. The Trustee has
considered the impact of these arrangements in relation to the Scheme’s exposure to failure by the sub-funds or
reinsurers who may have different regulatory or insolvency protections compared to the pooled investment
made directly by the Scheme.
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12.11 INVESTMENT RISKS (CONTINUED)

Credit risk (continued)

Indirect credit risk also arises in respect of the Scheme’s allocation to Secured Finance, High-Grade ABS and
Long Lease property as a high proportion of the value of the underlying investments held within the pooled
funds relate to debt or contractual obligations. The Scheme’s allocation to Long Lease property has indirect
credit risk in relation to the rental income whose payment is subject to the solvency of the leaseholders. The
investment managers are responsible for controlling this credit risk by monitoring the credit quality of tenants.

The total value of pooled investment vehicles at year end exposed to indirect credit risk was c£508.4m (2020:
CE£534.6m).

In addition, the notes below provide more detail on how this risk is managed and mitigated for the different asset
classes.

Government bonds

Credit risk arising on government bonds held directly and within pooled funds is mitigated by investing
specifically in UK government bonds whereby the credit risk is deemed minimal. Some of the Buy & Maintain
Credit, Diversified Growth, Secured Finance and High-Grade ABS funds may invest in government bonds where
credit risk is taken as part of the strategy to add value or for liquidity management purposes.

Corporate bonds

Credit risk arising on corporate bonds held within the underlying pooled funds (Diversified Growth, Secured
Finance and High-Grade ABS funds) and those held directly (in the segregated Buy & Maintain corporate bond
mandates) is mitigated by the portfolios being mainly invested in corporate bonds which are rated at least
investment grade. The Trustee considers financial instruments or counterparties to be of investment grade if
they are rated at BBB- or higher by Standard & Poor’s or Fitch or rated at Baa3 or higher by Moody’s.

Non-investment grade bonds

Credit risk arising on non-investment grade bonds held directly is mitigated through diversification of the
underlying securities to minimise the potential impact of default by any one issuer. Should more than 10% of the
Insight Buy & Maintain credit portfolio be invested in non-investment grade corporate bonds, the manager will
discuss possible corrective action with the Trustee. The RLAM portfolio has a hard limit of 15% of the total
portfolio being invested in non-investment grade bonds. The pooled Diversified Growth, Secured Finance and
High-Grade ABS funds may also invest in non-investment grade bonds as part of their strategies to add value.

Cash balances

Credit risk arising on cash held within financial institutions is mitigated by ensuring cash is held with a diversified
range of institutions which are at least investment grade credit rated.
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12.11 INVESTMENT RISKS (CONTINUED)

Derivatives

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter
(“OTC”). Exchange traded instruments have minimal credit risk as they are arranged via a central counterparty.

OTC derivative contracts are not guaranteed by any regulated exchange and therefore the pooled funds and
segregated mandates holding these contracts are subject to risk of failure of the counterparty. The credit risk for
OTC derivatives is reduced by collateral arrangements at the discretion of the appointed investment manager.

The ISC, on behalf of the Trustee, has also agreed restrictions with Insight in their investment guidelines set out
in the IMA for the LDI portfolio. These set out limits for transacting with particular counterparties, prevents
excessive exposure to an individual counterparty and requires a minimum level of credit quality for the approved
counterparties.

The information about exposures to and mitigation of credit risks as detailed above applied at both the current
and previous year end.

Repurchase agreements

Credit risk on repurchase agreements is mitigated through collateral arrangements at the discretion of the
appointed investment manager. The ISC has also set out certain limits with respect to repurchase agreements
within Insight’s LDI portfolio guidelines.
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12.11 INVESTMENT RISKS (CONTINUED)

DC Section

Manager Fund Name

Abrdn (formerly Aberdeen Standard) Multi-Asset Fund
Standard Life (formerly Aberdeen Standard) Managed Pension Fund
Standard Life (formerly Aberdeen Standard) Heritage With Profits Fund

The day-to-day management of the underlying investments of the funds is the responsibility of Aberdeen
Standard, including the direct management of credit and market risks.

All investments with Aberdeen Standard are pooled funds and denominated in Sterling.

Credit & Market Risk

The Scheme is subject to indirect credit risk, indirect currency, interest rate and other price risk arising from the
underlying financial instruments held in the funds managed by Aberdeen Standard.

- Indirect credit risk arises in relation to underlying bond investments held in the pooled
investment vehicles.

- Indirect currency risk arises from the Sterling priced pooled investment vehicles which hold
underlying investments denominated in foreign currency.

- Indirect market risk arises from the pooled investment vehicles being exposed to interest rate or
other price risks.

The Trustee has considered the indirect risks in the context inherent in the pooled investment vehicles
described above. The risks disclosed here relate to each of the investments in the DC section as a whole. It
should be noted that member level risk exposures will be dependent on the funds invested in by members. The
following is a summary of the funds and their exposures.

Indirect risk exposures

Fund Credit risk Currency risk Interest rate risk Other price risk
Abrdn Multi-Asset Fund v v v v
Standard Life Managed Fund v v v v
Standard Life With Profits Fund v v v v

Source: Aberdeen Standard.
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13 CURRENT ASSETS

Balance at bank
Due from employer in respect of VAT

Payroll paid in advance

14  CURRENT LIABILITIES

Administrative expenses
PAYE due to HMRC
Benefits payable

Due to employer

15 RELATED PARTY TRANSACTIONS
Two of the Trustee Directors receive a pension from the Scheme (2020: two).

During the year Trustees were paid £93,796 (2020: £102,873) for their services.

Total Total
2021 2020
£000 £000

2,869 3,847

35 142

1,603 1,512

4,507 5,501
Total Total
2021 2020
£000 £000

739 817

43 269

308 640

- 117

1,090 1,843

There are no other related party transactions other than as disclosed elsewhere within the financial statements.

16 CONTINGENCIES AND COMMITMENTS

In the opinion of the Trustee, the Scheme had no contingent liabilities at 30 September 2021 (2020: nil), except

as disclosed in Note 18.
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17 EMPLOYER RELATED INVESTMENTS

Under the Pensions Act 1995 particular types of investment are classed as “employer-related investments”
(“ERI”). Under laws governing ERI not more than 5% of the current value of Scheme assets may be invested in
ERI (subject to certain specific exceptions). In addition, some ERI is absolutely prohibited, including an
employer related loan or guarantee. In September 2010 the prohibition of ERI was extended to cover pooled
funds. It should be noted that this prohibition does not cover pooled funds held in life wrappers, i.e. funds which
are packaged in an insurance policy.

The Trustee reviews the Scheme’s allocation to ERI on an on-going basis and are satisfied that the proportion
of the Scheme’s assets in ERI did not exceed 5% of the market value of the Scheme’s assets as at 30
September 2021, and the Scheme therefore complies with legislative requirements. This will continue to be
monitored annually. Furthermore, the Trustee has agreed with the relevant investment managers with whom
segregated mandates are held to restrict ERI to zero.

The Scheme also holds an SPV asset backed by physical assets of the employer as disclosed in note 12.10 to
the financial statements.

18 GMP EQUALISATION

On 26 October 2018, the High Court handed down a judgment involving the Lloyds Banking Group’s defined
benefit pension schemes. The judgment concluded that schemes should be amended to equalise pension
benefits for men and women in relation to guaranteed minimum pension benefits.

In November 2020 a further High Court judgement was made in respect of GMP equalisation and historic
transfer values. The judge ruled that historic transfer values would fall under the scope of GMP equalisation and
that trustees of pensions schemes remain liable to members where transfer value payments reflected
unequalised GMP benefits.

The issues determined by the judgment arise in relation to many other defined benefit pension schemes. The

Trustee of the Scheme is aware that the issue may affect the Scheme and will be considering this as at future
meetings and decisions will be made as to the next steps. Under the ruling, schemes are required to backdate
benefit adjustments in relation to GMP equalisation and provide interest on the backdated amounts.

Once the judgements on further related cases have been published (including the ruling on de minimis) and
further issues, for example, the tax treatment of any additional benefits granted have been resolved, then the
Trustee (and their advisers) and the Employer (and their advisers) will be able to agree on a way forward in
terms of the implementation of the agreed approach which will include the assessment of the impact of the
approach on the Scheme which will be reflected in future years’ accounts. It is not possible to reliably estimate
the value of any such adjustments at this point in time.

19 SUBSEQUENT EVENTS

The Trustee disinvested from M&G Secured Income Property Fund with a redemption of c. £50m invested in
Insight during November 2021 and LGIM LPI Property Fund (which comprised the allocation to HLV Property)
with a redemption of ¢ £52m invested in Insight during December 2021.

Post year-end, conflict between Ukraine and Russia is impacting the global market, following assessment on the
Scheme’s investment portfolio, no direct exposure to the conflict has been identified up to and including the date
of signing. The Trustees will continue to monitor the situation and the impact on the Scheme.

Other than noted above, there were no subsequent events requiring disclosure in the financial statements.
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Section 6 — Independent Auditors’ Statement about
Contributions

We have examined the summary of contributions for the Travis Perkins Pension & Dependants’ Benefit Scheme
for the Scheme year ended 30 September 2021.

Opinion

In our opinion contributions for the Scheme year ended 30 September 2021 as reported in the Summary of
Contributions, and payable under the Schedules of Contributions, have in all material respects been paid from 1
October 2020 to 17 January 2021 at least in accordance with the Schedule of Contributions certified by the
Scheme Actuary on 21 December 2018 and from 18 January 2021 to 3 May 2021 in accordance with the
Schedule of Contributions certified by the Scheme Actuary on 18 January 2021 and subsequently from 4 May
2021 to 30 September 2021 in accordance with the Schedule of Contributions certified by the Scheme Actuary
on 4 May 2021.

Scope of work on statement about contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported
in the attached Summary of Contributions on page 53 have in all material respects been paid at least in
accordance with the Schedules of Contributions. This includes an examination, on a test basis, of evidence
relevant to the amounts of contributions payable to the scheme and the timing of those payments under the
Schedules of Contributions.

Respective responsibilities of Trustee and the auditor

As explained more fully in the Statement of Trustee’s Responsibilities, the Scheme’s Trustee is responsible for
preparing, and from time to time reviewing and if necessary revising, a Schedule of Contributions and for
monitoring whether contributions are made to the Scheme by the employer in accordance with the Schedule of
Contributions.

It is our responsibility to provide a statement about contributions paid under the Schedule of Contributions and
to report our opinion to you.

Use of our report

This statement is made solely to the Trustee, as a body, in accordance with Regulation 4 of the Occupational
Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations
1996 made under the Pensions Act 1995. Our work has been undertaken so that we might state to the Trustee
those matters we are required to state to them in an auditor’s statement about contributions and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Trustee as a body for our work, for this statement, or for the opinion we have formed.

)f_’lq f'{": Ll

Deloitte LLP

Statutory Auditor
Birmingham, United Kingdom
Date: 29 March 2022
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Section 7 — Trustee’s Summary of Contributions

This Summary of Contributions has been prepared by, or on behalf of, and is the responsibility of the Trustee. It
sets out the employer and member contributions payable to the Scheme under the Schedules of Contributions
certified by the Actuary on 21 December 2018, 18 January 2021 and 4 May 2021 in respect of the Scheme year
ended 30 September 2021. The Scheme auditor reports on these contributions payable under the Schedules in
the Auditors’ Statement about Contributions.

Summary of Contributions payable in the year

During the year, the contributions payable to the Scheme were as follows:

£000
Required by the schedules of contributions
Deficit funding 188
Employer additional contributions re expenses 320
Total (as per Fund Account) 508

The summary was approved by the Trustee of the Travis Perkins Pension & Dependants’ Benefit Scheme, and
signed for and on their behalf by:

(F Gar

A ol

29" March 2022

Stella Girvin, Chair of Trustees

Graham Malpas, Trustee Director
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Section 8 — Actuarial Statement & Certificate
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Section 9 — Implementation Statement

Statement of Compliance with the Stewardship Policy of Travis Perkins Pension & Dependants’ Benefit
Scheme for the year ending 30 September 2021
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)

60



Travis Perkins Pension & Dependants’ Benefit Scheme

Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Implementation Statement (continued)
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Section 10 — Chair and DC Governance Statement

Chair’s Annual Statement Regarding Governance for the Year to 30 September 2021

01 Introduction

This is the Chair's Statement (the “Statement”) for the Travis Perkins Pension &
Dependants’ Benefit Scheme (“the Scheme®) covering the period 1 October 2020 to
30 September 2021.

As the Trustee Chair, | provide you with this yearly Statement which explains what steps
have been taken by the Trustee Board ("the Trustee"), with help from our professional
advisers, to meet the required governance standards. The law sets out what information
has to be included in my Statement and this is designed to help members achieve a good
gutcome from their pensicn savings.

While the Scherne provides defined benefits ("DB") to the majority of its memibers, some
groups of members have entitiement to defined contribution (*DCY) benefits. This includes:

= Members with DE benefits that have a3 DC underpin. When these members come to
retirg, their DB pension will be compared to the pension provided by their DC underpin.
The memiber will receive the higher value of the two. For some members this underpin
relates to a period during which the S5cheme was contracted out on a "Protected Rights”
basis, while for some legacy Wickes members the underpin relates to an historical
defined benefit pension. These underpins are generally not expected to ‘bite’ though
they may do for a small number of members;

= Members with ‘pure’ DC benefits. For some members these relate to Protected Rights
contributions which could not be reinstated in the State Pension Scherne when they left
service and, for some ex-Wickes they relate to a prior money purchase schems; and

= Members who historically made Additional Voluntary Contributions ("AVICS") to policies
made available to them under the Scherme. Members have been unable to contribute to
these palicies since May 2007.

The Scheme is not used by Travis Perkins ple ("the Employer”) for automatic enrolment
purposes (it has 3 separate arrangement for this).

01.01 COVID-19

The Trustee has maintained its governance of the Scheme during the COVID-19 pandemic.
The pandemic has impacted upon the processes, operations, and administration of the
Scheme, much as it has our daily lives. For example, many of the teams and individuals
involved have been, or continue to be at the time of writing, werking from home. The
Trustee is though comfortable that the Scheme's functions continued to operate
appropriately, and members were suitably supported. However, thers wers issues with one
ANC provider, Prudential, meaning that a some members suffered delays on taking
benefits. The Trustees were aware of this and tock action. Further detail is included in this
Statement. We would like to remind all members, that should you need any assistance or
guidance with your Scheme benefits, our administrator is availakble to assist you via the
details included below.
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Chair and DC Governance Statement (continued)

Introduction
continued

01.02 Governance and Queries

| welcome this cpportunity to explain what the Trustee does to help ensure the Scheme is
run as effectively as it can be. If you have any questions about anything that is set out
below, or any suggestions about what can be improved, please do contact the Trustee at

The Trustee of the Travis Perkins Pensions & Dependants’ Benefit Scheme
Hymans Rokertson

45 Church Street

Eirmingham

B3 2RT

travisperlansi@hyrnans.co.uk
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02 Scheme investments

02.01 Investment structure

A “default investment arrangement” arises where @ member's investrents have been
imvested without the member specifically selecting the opticn. There is one default
imvestment arrangement in the Scherme as explained below. All other arrangements are not
classified as default arrangements under the regulaticns for this Staternent, and therefore
although noted for information and completeness, they are not defined as default
arrangemenis in this regard.

Pure DC benefits:

Far ex-Wickes members with ‘pure’ DC benefits which relate to a prior money purchase

scheme, their assets are invested in the three funds listed below:

= Abrdn Multi-Asset Fund Class E - this fund aims to provide long term growth while
imvesting in a diverse investment portfalic including equities, bonds, property, and cash.
There is na lifestyling mechanism in place, which means that no consideration is given to
the age of invested members (thus potentially resulting in rmembers bearing greater risk
than they atherwise normally would).

= Standard Life With-Profits Fund — this fund provides guaranteed returns of 435 This helps
protect memibers frem rmarket valatility. The mechanics of this fund allow for an
additional payment of an annual bonus; however no bonus has been paid since 2005

= Standard Life Managed Fund — while this fund invests in a diverse portfolic of assets,
c.70% of its heldings are in equities. There is no lifestyling mechanism in place for this
fund.

For members with pure DC Benefits which related to Protected Rights funds s {when it was

not possible to reinstate these into SERPS), these are invested in the main assets of the
defined benefit section of the Scheme.

DC underpin benefits:

Far members with historic DB benefits with a DC underpin, and those who had service
during a period when the Scheme was contracted out on a 'Protected Rights' basis which
have & DC underpin, their DC underpin funds are notionally invested in the main assets of
the defined benefit section of the Scheme (and so are included in the Staterment of
Imvestment Principles under the Defined Benefit section).

Additional Voluntary Contnbution (AVC) benefits:

Far those members with AV Cs, these are held with multiple providers as listed later in
‘Section 03.07 Investment Manager Charges’. Thers were changes made to the AV fund
range in 2027, which are explained in section 02.02" below.

A default investrnent strategy was in place in respect of AVC members invested in policies
with Utmost Life & Pensions up to Juby 2021, The policies with Utrnost were included in the
AVC raticnalisation exercise which concluded on 9 July 2027 (see 02.02 kelow). These
palicies were consolidated into the Clerical Medical BlackRock Balanced Lifestyle Fund (or
other funds if selected by members at that time). The rationalisaticn project resulted in the
BlackRock Balanced Lifestyle Fund becoming a new default arrangement, with the Utmost
default being remowved.

70



Travis Perkins Pension & Dependants’ Benefit Scheme

Chair and DC Governance Statement (continued)

71



Travis Perkins Pension & Dependants’ Benefit Scheme

Chair and DC Governance Statement (continued)

Scheme investments
continued

AVC rationalisation

In August 2019 Mercer LLP (as the Trustee's investment advisors) provided the Trustees with
advice an how to rationalise the AVC funds made available to members and at the 15C
meeting of 11 November 2020, the Trustee conducted its latest AVC and DC investrent
review. At this meeting, the Trustee agreed that work cn the AVC rationalisation would
continue as planned.

This raticnalisation was concluded on 9 July 2021, and members with savings invested in
the following funds were transferred to the Clerical Medical BlackRock Balanced Lifestyle
Fund (“the default fund™):

= Utmaost Life & Pensions Money Market, Managed and Secure Cash Funds
= The Santander Deposit Fund
= The Prudential Depasit and Discretionary Funds.

The Trustes wrote to affected mermibers to cutline the change in advance of the switch, and
these members were given the opporiunity to select an alternative lifestyle or self-select
opticn provided by Clerical Medical should they wish. Those whe did not select an
alternative were automatically moved into the default fund.

The Trustee believes these changes offer greater value to members, and further
rationalisation will be considered on an cngoing basis.
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03 Charges and transaction
costs

03.01 Investment Manager Charges

Mermbers pay the following costs and charges in respect of their DC / AVC pension benefits
[unless otherwise noted below):

Ongoing Charges Figure

The Ongoing Charges Figurs ("OCF") is comprised of a Fund Managemenit Charge {"FMCY)
which consists principally of the manager's annual charge for managing and cperating a
fund; and cther indirect fees which are incurred such as legal costs, registration fees and
custodian fees. The OCF is calculated as a percentage of all applicable assets under
management.

The CCF does not incdude Scherne administration, governance, or professicnal advice costs,
which are met by the Scheme. However, as part of the AVC arrangements, these providers
do undertake some administration functions, the cost of which are included in the charges
levied cn members and quoted below.

Transaction costs

Transaction costs may be incurred on the buying and selling of investrments and include for
example stamp duty and brokerage fees. They may therefors happen when switching
between funds and when selling investments to take benefits.

The CCF and transaction costs for the DC funds and AVCs are detailed below. These are to
the period ending 30 September 2021 unless stated otherwise. The funds used within the
default are all subject to an OCF of 0.50% and are indicated with # (and shaded in grey).

OCF (36) Transaction
costs (%)

Fund Name

DC Funds

Abrdn Multi-Asset Fund 0.60 018
Standard Life Managed Fund 0.52 014
Standard Life With-Profits Fund MAA MR

AVC Fund

Aviva Conventional With-Profits Fund MAA MR
Clerical Medical Halifax Fund 0.50 0.00
Clerical Medical Cautious Fund 0.50 015
Clerical Medical Balanced Fund 0.50 027
Clerical Medical Adventurous Fund 0.50 022
Clerical Medical UK Equity Income (Acc) Fund 0.50 025
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Charges and transaction costs

continued

Clerical Medical Smaller Companies Fund Q.50 0.0
Clerical Medical UK Growth Fund Q.50 028
Clerical Medical European Fund Q.50 016
Clerical Medical Far Eastern Fund Q.50 Q.50
Clerical Medical Japanese Fund 0.50 0.00
Clerical Medical Morth Amencan Fund Q.50 Q.00
Clerical Medical International Growth Fund Q.50 016
Clerical Medical Retirement Protect Fund Q.50 on
Clerical Medical UK Index-Linked Gilts Fund Q.50 Q.08
Clerical Medical Gilt & Fixed Interest Fund 0.50 0.7
Clerical Medical UK Property Fund Q.50 0.00
Clerical Medical Ethical Fund Q.50 002
Clerical Medical Mon-Equity Fund Q.50 0.08
Clerical Medical With Profit Funds 1.00 033

"There are no explic costs Clerical Medical Cash Fund* 0.50 0.00

associated with this fund ==

deductions & allowed forwhenfinal  Caria] Medical Blackrock Over 15 Year Gilt Fund® 050 (0.04)

bonus rates are caloulated.

"Thers = no eplicit costs due to the Clerical Medical Blackrock World Ex UK Fund* Q.50 (0.0

mechanics of this policy. Instead, fund

expenzes are considered when Clerical Medical Blackrock Owver 5 Year ILG Fund®*  0.50 (0.07)

determining bonus rates each year.

* Informaticn reported is 25 at Clerical Medical Blackrock UK Equity Fund® 0.50 (0.03)

31032021, Funds maoved to Jerical

Mexdical Clerical Medical BlackRodk Clerical Medical Blackrock Corporate Bond Fund® 050 0.00

Balanced Lifestyle Fund July 2021.

 hembers invested in the Santander Prudential Deposit Fund' MFA A

Deposit Fund were solely imested in

cash; this was not a unitised fund. Prudential Discretionary Fund oTv 0.0

Wemiers invested in this policy

would recsfve interest on adaily bass Prudential With-Profits Cash Accumulation Fund 1.00 I A

squivalent to 05 p.a. There wes

:f::;zm;mmpa;s rcr;it:i._:d_ Santander Deposit Fund M/A YA

F wed to Clenical Medical

BI:EE;:;EE‘;::BC, u::fz;_;:;id Utmest Managed Fund? 075 014

Juby 2021

-f—-:,-,-naﬁma-s3133,-u5.-232-_pur¢ Utmost Money Market Fund? Q.50 0.00

manved to CJerical Medical Bladdock - _ .

Balanced Liestyle Furd July 2021, LItmost Secure Cash Fund Q.50 Q.00

The calendar year 2020 Zurich With Profits 90:10 Fund N/A N/A

[Source: Abrdn, Aviva, Clerical Medical, Prudential, Santander, Utrnost Life & Pensions and

Zurich)

74



Travis Perkins Pension & Dependants’ Benefit Scheme

Chair and DC Governance Statement (continued)

75



Travis Perkins Pension & Dependants’ Benefit Scheme

Chair and DC Governance Statement (continued)

Charges and transaction costs
continued

This is for illustration purposes only. The actual returns received are likely to differ over time
as will an individual member's pensicn pot size. This illustration is based on:

= Assumed net of charges investrnent returns of 4.19% when the member is between 25
years and 10 years from retirement, reducing in the 10-year period to retirement on a
phased basis to 0.90% at retirernent.

= Mo future contributicns are made.

= An average pension pot for a member who is 25 years from retirement of £9 023,
= Inflationary increases of 2.5% pa.

In preparing these illustrations, the Trustees have had regard to:

= The Departrent for Wark and Pensicns’ ‘Repaorting of costs, charges, and other
informaticn: guidance for trustees and managers of relevant cccupational schemes’.

= Actuarial Standards Technical Memarandum 1 [AS Th1 w4 2] issued by the Financial
Reporting Council and

= The Financial Conduct Autherity (FCA) Transaction cost disclosure in workplace pensions
Palicy Statement F317/20.

Further illustrations for cther funds can be found in Appendix A
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04 Core Financial Transactions

04.01 Assessing Core Transactions

Processes are in place to ensure the core financial transactions are processed promptly and
accurately. The core financial transactions include:
= The transfer of members’ assets between different investments within the Scheme

= The transfer of members' assets to and from the Scheme; and
= Payments out of the Scheme to members / beneficiaries.

As the Scheme is closed to future benefit accrual, processes to ensure contributions are
received and invested are no longer reguired.

Curing the year, the Trustes ensured the requirements of Regulation 24 of the
Ocoupational Pension Schemes (Scheme Administration) Regulations 1996 were met and
that the Scheme's core financial transactions were processed premptly and accurately by:

= Having an agreement in place with Hymans Robertson LLP (as Scheme administrator),
committing them to a defined service level agreement ("5LA") of 9535, A range of
activities are reported against the SLA and a breakdown is stated in each administration
report, received quarterly. These activities include {but are not limited to) AVCs (with an
SLA of 7 working days) and DC Specific Activities (with an 5LA of 10 working days). SLA
timescales vary depending on the activity, and any items completed outside of target are
reported. The combined SLA target for all 5cheme activity fell below 95% in the period 1
September 2020 to 30 Movember 2020 and 1 January 2021 to 31 March 2021, These were
assessed by the Trustees at their meetings and for the remainder of the Scheme Year the
overall SLA targets were met. The SLA for "AVCs" and 'DC Specific Activities’ were met
throughout the Scheme year, aside from issues related to the AVC provider ‘Prudential’.

= During the year, a few members were subject to delays on disinvestment of their AV s at
retirement due to administrative delays at Prudential. The Trustee was made aware of
this, and from 11 March 2021 the administrator (Hymans Robertson) notified all members
requesting informaticn or transactions invelving Prudential AVCs of the potential delays
with such transactions. At the time of writing, the Trustee continues to monitor the
position, and has contacted Prudential making clear its dissatisfaction with the delays and
expectation that this matter must be resclved swiftly. The Trustee will continue to work
with its administrator and Prudential on this matter and will support any affected
mermkers. The Trustes is considering the investrments with Prudential as part of its
cngeing AVC rationalisation process as explained in this Statement.

= In June and July 2021, the rationalisation project saw 6 AVC funds removed, and
rmembers were transferred to Clerical Medical funds. This was overseen by Mercer LLP (as
investment advisor] and Hymans Rcbertson (as Scheme administrater), and all
transacticns were completed and reported on.

= Considering the annual AAF 01706 assurance report ('Assurance reparts on internal
contrals of service crganisations made available for thirds parties) issued by Hymans
Robertson. This report is also considered by the Schemne’s auditers annually and any
control breaches are investigated where desmed necessary.

= Considering the angeoing suitability of the complaint procedure, to ascertain whether
there may be any weaknesses in their processes and controls. All complaints are
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addressed by Hymans Robertson and depending on the nature of the complaint, a
response may be provided to the member by the Trustee.

= Having the Scheme auditor independently test a sample of financial transactions for
accuracy and timeliness as part of the annual audit process.

The Trustee has also made attempts to source service level data from the AVC providers,
but very few AVC product providers repart an their service standards, whether financial
transacticn turnaround times or ather work. However, their response times to waork
requested are reflected to some degree in Hyman's reporting.

The Trustee has concluded that core financial transactions were processed promptly and
accurately during the Scheme year, aside from the issues related to Prudential as noted
abaove. The Trustee will keep this conclusion under review on an cngoing basis, and should
issues arise or continue arise (as with Prudential) the Trustee will deal with this proactively
with the assistance of its providers.

04.02 Scheme administration

The Trustee recognises that good administration often correlates with positive memiber

outcomes. Administration is a standing agenda item for each Trustee meeting and in

addition to the areas covered above (in section 04.01 abowe) the Trustee reviews the

following:

= Membership compliments and cornplaints: Administration reports detail all complirments
and complaints received during a periad, including the date they arose and appropriate
background. In the instance of & complaint, the Trustee will receive a summary of the
action(s) taken to resabve the issue. The Trustes takes this opportunity to consider
whether a member complaint is the result of an underlying issue regarding the Scheme's
processes or design.

» Data breaches: \Whether there have been any data breaches that would be reportable to
the Infarmation Commissioner Office ("IC0") under the General Data Protection
Regulation ("GOPR"). Any breaches are recaorded in the Trustee's breach log, which is
maintained by the Secretary to the Trustee.

In December 2020 a miner data breach occurred related to ane member of the Scheme.

The Trustes agreed that the matter was not reportable to the 100 having considered the

circurnstances surrounding the case, and the processes involved were reviewed to ensure
no repeat of this matter.

» Discretionary cases: The Trustee exsrcises its discretion at each mesting; commen
examples include the payment of discretionary benefits to a partner or dependant on the
death of a member, or where a formal complaint has been made under the Scheme’s
dispute resclution process. Discretion exercised by the Trustee at each mesting is
formally minuted, and these were processed in a timely manner over the Scheme year.
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= The impact of legislation or guidance on the administration of the Scheme: A post
Scherne year exarmple includes the introduction of the Pension Regulator’s scams pledge,
which was discussed at the meeting held on 4th November 2021.

The Trustee is satisfied with the administration of the Scheme during the year, aside from
the issues related to Prudential as noted abowve. The Trustee is very conscicus of the
challenges posed by the coronavirus pandemic on our daily lives and working practices
including the operaticn and administration of the Scheme. The Trustee is comfortable that
the Scheme remained suitably administered in the pericd, despite these challenges, with no
effect on core financial transactions, aside from the issues related to Prudential.
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05 Value for Members

05.01 Assessment of Value

When assessing the charges and transacticn costs which are payable by members, the
Trustee is required to assess the extent to which these provide them with good value. The
Trustee has taken account of statutory guidance when preparing this assessrment.

The Trustes considers this each year and commissicns an independent annual Yalue for
Members WVFM' assessment. This year, the report considered the suitability and
maintenance of investments, scheme features, communications, governance framewark,
administration and, trustee knowledge and understanding ("TKU"). Recommendations are
provided where perceived improvements could be made, for the Trustee's consideration.
The latest VFM assessment was provided to the Trustee in February 2022, covering the
Scherne year in this Staterment.

Having considered the outcome of the VM assessment, as well as the information
reported, the Trustee has concluded that the Scheme offers good value to its DC members
for the following reasons:

= Fund performance:

— Investment performance of the pure DC funds invested with 5tandard Life and Abrdn
was broadly in-line with benchrmarks and provides good value although the ane-year
performance has been slightly behind benchmark.

- Investment performance of the assets underlying the DC underpin benefits and the
‘pure’ DC benefits that relate to Protected Rights contributions which could not be
reinstated in the State Pension Scheme (1.e. the DB section investments) was ahead of
benchmark over both one and three years.

— There is a broad range of AVC funds available. S5ome have performed above their
benchmark whilst others have been behind.

The Trustee and its advisers monitor the funds' performance on an engoing basis and
rmake changes as necessary.

= Several ineffective AVC policies have been rationalised. In doing so, the Trustee is
comfortable that the AVC funds provided by Clerical Medical provide overall greater
value to members. The Trustee is considering the Scheme's other DC and AVC
investments in the Scheme year commencing 1 Cctoker 2021 and expects to report
further on this in the next Chair Statement

= Appropriate processes are in place to ensure the efficient administration and governance
of the Scheme (which include those explained in the 'Core Financial Transactions’ and the
‘Trustee Knowledge and Understanding’ sections of this Staternent). Althcugh members
do nat pay for these Scheme services directly, it is clear that should these processes be
insufficient, they can cause detriment to the members. The Trustee has no material
concerns regarding these processes, and believes they provide good value, however the
Trustes notes the issues related to Prudential as mentioned in this Statement, and
continues to work with its providers to minimise the effect on members and will consider
whether it should remove Prudential investrents as part of the cngeing raticnalisation
project
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= The Trustee undertook an effectiveness assessrnent during the year. The cutcome of this
assessment was discussed &t the Trustes meeting of 10th May 2021. In undertaking such
an assessment, the Trustee satisfies the Pension Regulator's expectation that Trustes
Boards independently assess their collective effectiveness, and the findings were that the

Trustes board is averall effective.

= The Trustee Board is supported by a professional, independent Trustee. The expenence

of professional trustees helps strengthen the Scheme’s cverarching governance structure,
which the Trustee considers to be good value.

= Member cornmunications are prepared by a professional third-party administrator,
Hyrnans Robertson. This includes benefit statements and standard retirement
comrunications. The Trustee understands that all communications prepared by Hyrmans
will conform to its own internal standards, which the Trustee considers good value. It
does nate that for the AVCs, further communication may ke beneficial, and will consider
further actions in the current scheme year.

= All 5cheme advisory, governance and administration costs are met by the Scheme. This
rmeans that the only direct cost to members relates to fund management charges as
noted in this Staternent. Therefore, in net having to meet such costs, the Trustee
considers this good value.

= Overall value assessment taking the member charges and services provided into account
as well as rates available in the market, the Trustee has concluded:

— Pure DC benefits: the memkber charges on the Abrdn Multi-Asset Fund Class E and the
Standard Life Managed Fund are competitive versus the market and members are not
charged for the administration services. The Standard Life With Profits Fund has
guaranteed returns which are of benefit to members. Hence value for money is good.

- DC underpin benefits and the “pure’ DC benefits that relate to Protected Right=
contnbutions which could not be reinstated in the State Pension Scheme: investments
are within the main assets of the defined benefit section of the Scherne and members
de nat incur any charges. Hence valus for money is good.

— Additional Voluntary Contnibution (AVIC) benefits: the competitiveness of the charges,
and investrment performance ameongst the AVC providers varies. However, the
rationalisation project has impraved value for money for those funds that moved to
Clerical Medical, and these are competitive versus the market. Hence value for money is
good. & review of the remaining AVC funds is underway.
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06 Trustee Knowledge and
Understanding

06.01 Assessment

In accordance with Sections 247 and 248 of the Pensions Act 2004, the Trustee is required

to maintain appropriate levels of knowledge and understanding to run the Scheme

effectively. Each Director is therefore expected to:

= Be conversant with the Trust Deed and Rules of the Scheme, its Staternent of Investment
Principles and any other docurnent recording palicy for the time being adopted by the
Trustees relating to the administration of the Scheme generally; and

= Have, to the degree that is appropriate for the purposes of enabling the individual
properly to exercise their functions as a Trustee, knowledge and understanding of the law
relating to pensions and frusts and the principles relating to investment of the assets of
gooupational pensicn schemes.

The Trustee is satisfied that it has complied with the knowledge and understanding
requirernents cutlined abowve for the fellowing reasons:

= The Trustes Chair, Stella Girvin, is an independent, professional trustee. Stella has had a
waried prier career, including a pericd as Pensions Manager at Travis Perkins gle. The
heart of her career has been in pensions, bath defined benefit and defined contribution
schemes, but she is also a qualified Company Secretary, experienced in corporate
governance and compliance. The Trustee Board benefits from the range of their depth
and experience in the pensions arena which enables them to challenge the Trustee's
adwvisors.

¥

In addition, each of the Trustee Directors continuously consider their personal training
needs in relation to the Scheme, in conjunction with the code of practice issued by the
Pensions Regulator. The Trustee maintains a training log, which details the training
undertaken by each Trustee Director during the year. This log aids the Trustes in
ascertaining whether any knowledge gaps are present across the Board and, where
identified, these are addressed as appropriate. Each Trustes Director has fully completed
the Pension Regulator's Trustee Toolkit, including its latest module, Pension Scams.

¥

The Trustee has access to, and knowledge of, the Scheme’s documentaticn (e.g. Deed
and Rules, Statement of Investment Principles, and Implementation Statement). These
documents are readily accessible to the Trustee. The Trustee has undertaken a review of
the Scheme's SIP, thus demanstrating a working knowledge of the SIP and Deed and
Rules.

W

The Trustees receive updates from advisors on pensions law developrnents and any other
areas of particular importance, including appropriate training. During the Scherne year
the Trustees received training concerning the impact of the Taskforce for Climate-Related
Financial Disclosures ("TCFDY) framework on the Scheme and DC investment
rationalisation.

The Trustee's collective experience is evidenced by their interaction with the Scheme's
advisers as shown in the Trustee Meeting minutes, and the governance framework
established by the Trustee to review the performance of the Scheme. This is further
supported by the Trustee's decision to undertake a Value for Members Assessment, as
detailed earlier.
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0/ Conclusion

The annual production of this Statement provides members with a narrative of how the
Trustee looks after members’ interests.

The Trustee will continue to monitor the matters covered within, and report to members
both via the annual Chair's Staternent and other communications as appropriate.

In cenclusion, with the continual monitoring and the reviews detailed here, | am pleased to
be able to subrnit this report in accordance with the Chair's Statement reguirements, in the

belief that the Scheme was operated and governed appropriately during the reparting
period.

I, Stella Girvin, am signing this Statement in my capacity as the Chair of the Trustee Board.
G
Stella Girvin, Chair of Trustee

29 March 2022.
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