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Mitchells & Butlers Pensions Limited

Chair’s annual statement regarding defined contribution benefits held in the
Mitchells & Butlers Pension Plan (“the Plan”)

Introduction

This statement has been prepared by Mitchells & Butlers Pensions Limited (“the Trustee”) and reports on
how the Trustee complies with the defined contribution (DC) governance standards. These standards are
designed to help members achieve good outcomes from their pension savings.

This statement covers the Plan year 1 April 2022 to 31 March 2023.

The Trustee will publish this Statement on a publicly accessible website, the address for which is:
https://www.mbplcpensions.com/dc-choice/library.

The Plan’s DC arrangements
The Plan’s DC arrangements comprise:

2.1.1. A Defined Contribution Section (“the DC Section”) which is open to future contributions and is used
as a qualifying workplace pension scheme for auto-enrolment purposes. The administration and
investment services for the DC Section are provided by Legal & General.

2.1.2. Additional Voluntary Contribution (AVC) benefits for members of the Plan’s Defined Benefit Section
("the DB Section”) which are administered by and invested with Legal & General, in line with the DC
Section benefits.

2.1.3. Separate AVC arrangements provided by Prudential and Standard Life which hold benefits for DB
Section members. These are both closed to future contributions and members.

Default investment arrangements

Over the reporting period, the DC Section had one default investment arrangement for the purposes of
the regulations, the Default Target Date Fund. This was implemented in February 2018, following advice
from the Trustee's investment adviser, Barnett Waddingham LLP. Its design took account of the potential
needs of DC Section members, as well as the Trustee's own investment beliefs.

The key features of the Default Target Date Fund are:

3.2.1. Itis structured as a target date investment strategy which consists of a series of separate funds that
are designed to target the date (across five-year windows) most closely aligned with each member's
Normal Retirement Date (NRD). For example, a member with an NRD in 2047 would be invested in
the ‘Default Target Date Fund 2045 — 2050". The NRD of the DC Section is set at a member’s 65
birthday, however members can amend their target retirement date should they wish.

3.2.2. It invests in a broad mix of assets which are automatically rebalanced at different stages of
membership. When a member is a long way from accessing their retirement savings, emphasis is
placed on medium to higher risk funds (i.e. investing predominantly in growth assets) in search of
long-term returns that exceed inflation. As each member approaches their NRD, their retirement
savings are progressively switched to lower risk funds with the aim of protecting their value relative
to the way in which they are expected to be accessed.
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3.3.

3.4.

3.5.

3.6.
3.7.

3.2.3. The target investment profile of the Default Target Date Fund has been designed with the
assumption that members are likely to access their pension savings through drawdown. This means
that the Default Target Date Fund will hold a proportion of assets that offer the prospect of future
growth in the lead up to and through retirement.

3.24. Legal & General, as the provider of the Default Target Date Fund, will adjust the investment profile,
strategy and asset allocation of the Default Target Date Fund on an ongoing basis in order to take
account of changes in market conditions.

Alongside the Default Target Date Fund, the Trustee has made two additional investment strategies
available: the Annuity Target Date Fund and the Cash Target Date Fund. Both strategies use the same
target date structure as the Default Target Date Fund, but target members taking benefits through Annuity
purchase or Cash at NRD.

The Trustee, together with its professional advisers, monitors the investment options accessed through the
DC Section on a quarterly basis. This monitoring looks at the performance of the underlying funds, to
ensure that they are consistent with their stated aims and objectives, as well as any developments or
changes with the fund manager. This monitoring did not identify any issues over the Plan year.

No strategic review took place during the Plan year. The last strategic review of the DC Section’s default
investment arrangement, as well as the range of alternative investment options, was completed in
December 2020. This review took account of the Trustee's investment beliefs, changes made by Legal &
General to the Default Target Date Fund in 2020 and included analysis of DC Section members to ascertain
their potential needs. The key conclusions arising from this review were:

3.5.1. The changes to the Default Target Date Fund made by Legal & General in 2020 were positive and
should add value over the longer-term. In particular, the review noted the improved integration of
Environmental, Social and Governance (ESG) factors, and the increased return potential for younger
members.

3.5.2. The Default Target Date Fund remains appropriate for the average DC Section member. lIts target
portfolio at NRD recognises that the majority of members are likely to take benefits through
drawdown but that members may also take their benefits at different times and using different
retirement income options.

3.5.3. The Annuity Target Date Fund and Cash Target Date Fund continue to provide important flexibility
as part of the DC Section’s investment range.

The next strategic review is due to be completed by December 2023.

During the Plan year, Legal & General announced that it would be making changes to the Default Target
Date Fund throughout 2023. These changes included:

3.7.1. An extension of the Higher Growth phase until 15 years prior to each member’s target date in order
to increase growth potential for longer.

3.7.2. Further use of the newly established private credit fund (called the Short-Term Alternative Finance
Fund) for all Target Date vintages (this is currently used in nearer-dated vintages).
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3.8.

3.9.

4.2.

4.3.

The Trustee, supported by its professional adviser, considered the appropriateness of these changes and
concluded that overall, they were positive, however would consider these changes in more detail as part
of the next strategic review.

Further details of the default investment arrangement can be found in the SIP. For the purposes of
Regulation 2A of the Occupational Pension Schemes (Investment) Regulations 2005 the SIP sets out more
detail around the Trustee’s investment objectives, as well as the default investment strategy. The SIP was
last updated in September 2020 and the most recent version is appended to this Statement. The SIP can
also be found here:

Core financial transactions

The Trustee has a duty to ensure that ‘core financial transactions’ are processed promptly and accurately.
The DC Section’s core financial transactions comprise the following:

41.1. investment of contributions
4.1.2. transfers into and out of the Plan
4.1.3. investment switches within the Plan

4.1.4. payments out of the Plan

Over the Plan year, the administration functions of the DC Section were outsourced to, and completed by,
Legal & General. The scope of these administration functions is recorded in detail in the DC Section's
Administration guide.

To ensure the accuracy and timeliness of all DC Section core financial transactions, the Trustee has
established robust reporting and monitoring processes, which include the following:

4.3.1. The day-to-day monitoring of administration standards is undertaken by Mitchells & Butlers’ “in-
house” pensions team who scrutinise the performance of all service providers to the DC Section. The
Head of Pensions reports back to the Trustee on anecdotal experience as part of the quarterly
Trustee meetings and any immediate concerns are escalated to the Trustee ad-hoc.

4.3.2. Service Level Agreements (SLAs) have been agreed as part of the contract between the Trustee and
Legal & General. These SLAs set out the agreed maximum timescales and accuracy standards for all
services provided by Legal & General in respect of the DC Section. Legal & General aims to ensure
that 95% of all tasks are completed within the defined SLAs. The agreed SLAs for the core financial
transactions identified in 4.1 above are as follows:

Core financial transaction SLA

Investment of contributions 24 hours from date of receipt
Transfer into and out of the Plan 5 working days from receipt of the completed paperwork
Investment switches 24 hours from receipt of switch request

Payments out of the Plan 5 working days from receipt of the completed paperwork for all
payments out of the DC Section (10 working days in respect of
drawdown payments)

4.3.3. Legal & General has SLAs in place for other services it provides including: assisting with member
enquiries, amending member records and issuing information.

43.4. Legal & General provides the Trustee with quarterly administration reports that document its
performance against the agreed SLAs. Barnett Waddingham, the Trustee’s professional advisers,
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4.4,

4.5.

4.6.

4.7.

5.1.

also report on these SLAs as part of the quarterly governance reports provided to the Trustee. The
Trustee considers these reports in detail as a regular item at its quarterly meetings.

4.3.5. Over the Plan year, Legal & General's performance against the agreed SLAs for the core financial
transactions are set out in the table below:

Core financial transaction SLA achieved over the reporting period
Investment of contributions 100%
Transfers into and out of the Plan 94%
Investment switches 100%
Payments out of the Plan 91%

4.3.6. As part of its ongoing consideration of service standards, the Trustee noted that the SLA achieved
for two of the above categories fell short of the 95% target set by Legal & General over the Plan
year. The Trustee, in conjunction with its advisers, has queried these cases with Legal & General
throughout the year to understand if there were any structural reasons for these cases missing target.
For the majority of cases, the SLAs were missed by 1 or 2 working days and the Trustee is satisfied
that this did not result in material financial detriment to the affected DC Section members.

4.3.7. Administration is captured as part of the Plan’s DC risk register and any DC Section specific risks are
clearly documented. This includes details of the controls established by the Trustee and records
details of any required actions.

4.3.8. Additional measures that help to monitor the accuracy of core financial transactions are the external
audit of the Plan’s annual report and accounts and the administrator's annual checks on data quality.
Legal & General last ran common and conditional data reports with an effective date of 31 March
2023 and the Plan scored 100% on both measures.

There were no further issues reported to or identified by the Trustee in connection to either the promptness
or accuracy of core financial transactions processed during the period covered by this statement.

During the Plan year, the Trustee delegated the administrative oversight of the separate AVC arrangements
held with Prudential and Standard Life to XPS, the administrator of the Defined Benefit Section (“the DB
Section”) of the Plan. The AVC benefits invested with Legal & General are subject to the same controls
outlined for the DC Section above.

XPS report back to the Trustee as part of the quarterly Trustee meetings with any specific issues relating to
the administration of the separate AVC policies. There were no issues reported to or identified by the
Trustee in connection with the promptness or accuracy of the processing of core financial transactions for
the AVC policies.

Taking the above into consideration, the Trustee is confident that core financial transactions over the
reporting period have mostly been processed promptly and correctly.

Charges and transaction costs

Charges for the administration, communication and investment services provided to the Plan’s DC
arrangements are structured on a bundled basis and consist of the following:

5.1.1. Charges: these are collected by deduction of investment units and are expressed as a percentage of
the value of each member’s holdings within an investment fund. They are referred to as a Total
Expense Ratio (TER) and include the Annual Management Charge (AMC) and the Fund Management
Charge (FMC) incurred over the period.
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5.2.

5.3.

5.1.2. Transaction cost: these relate to the variable costs incurred within an investment fund arising from
the trading activities of the fund, e.g. incurred in the buying and selling of securities, which are not
accounted for in the TER.

The TER applied through the DC Section varies between Active members and Deferred members as follows:

5.2.1. For Active members the Trustee pays the TER levied by Legal & General and these costs are passed
onto Mitchells & Butlers Plc. Therefore, for Active members, the only costs that apply are the
Transaction Costs.

5.2.2. For Deferred members the Trustee does not pay the TER levied by Legal & General. As such, Deferred
members will be responsible for meeting the cost of both the TER and Transaction Costs.

The following table provides details of the charges and transaction costs applied through the DC Section
over the Plan year. We have limited the information in this table to the Default Target Date Fund as this
was the investment option selected by the vast majority of DC Section members over the reporting period.
Details of the TERs and Transaction Costs applied to the Annuity Target Date Fund and the Cash Target
Date Fund are provided at the end of this Statement in Appendix 1.

Transaction

Default Target Date AMC (p.a.) FMC (p.a.) TER (p.a.) Coste
Default Target Date 2015 — 2020 Fund 3B 0.00% 0.00% 0.00% 0.11%
Default Target Date 2020 — 2025 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2025 — 2030 Fund 3B 0.00% 0.00% 0.00% 0.08%
Default Target Date 2030 — 2035 Fund 3B 0.00% 0.00% 0.00% 0.07%
Default Target Date 2035 — 2040 Fund 3B 0.00% 0.00% 0.00% 0.08%
Default Target Date 2040 — 2045 Fund 3B 0.00% 0.00% 0.00% 0.08%
Default Target Date 2045 — 2050 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2050 — 2055 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2055 — 2060 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2060 — 2065 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2065 — 2070 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date 2070 — 2075 Fund 3B 0.00% 0.00% 0.00% 0.09%
Default Target Date AMC (p.a.) FMC (p.a.) TER (p.a.) Tra:z&;:stion
Default Target Date 2015 — 2020 Fund 3 0.10% 0.15% 0.25% 0.11%
Default Target Date 2020 — 2025 Fund 3 0.10% 0.15% 0.25% 0.09%
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54.

5.5.

5.6.

Transaction

Default Target Date AMC (p.a.) FMC (p.a.) TER (p.a.) Coste
Default Target Date 2025 — 2030 Fund 3 0.10% 0.15% 0.25% 0.08%
Default Target Date 2030 — 2035 Fund 3 0.10% 0.15% 0.25% 0.07%
Default Target Date 2035 — 2040 Fund 3 0.10% 0.15% 0.25% 0.08%
Default Target Date 2040 — 2045 Fund 3 0.10% 0.15% 0.25% 0.08%
Default Target Date 2045 — 2050 Fund 3 0.10% 0.15% 0.25% 0.09%
Default Target Date 2050 — 2055 Fund 3 0.10% 0.15% 0.25% 0.09%
Default Target Date 2055 — 2060 Fund 3 0.10% 0.15% 0.25% 0.09%
Default Target Date 2060 — 2065 Fund 3 0.10% 0.15% 0.25% 0.09%
Default Target Date 2065 — 2070 Fund 3 0.10% 0.15% 0.25% 0.09%
Default Target Date 2070 — 2075 Fund 3 0.10% 0.15% 0.25% 0.09%

Plan members that hold AVC benefits with Legal & General have access to the same range of target date
funds available to DC Section members. Over the reporting period, all members of this AVC arrangement
were invested in the Default Target Date Fund described in Section 3 above.

As all members of this AVC arrangement are classified as Deferred, the charges and transaction costs
applied by Legal & General over the reporting period were the same as those outlined for Deferred DC
Section members in 5.3 above.

Plan members that hold AVC benefits with Prudential are invested in one, or a combination, of the
Prudential With Profits Fund and the Prudential Deposit Fund. Details of the charges and transaction costs
quoted by Prudential for each of these funds is provided in the table below:

Fund name TER Transaction costs  Effective date [1]

Prudential does not state an explicit TER for
its With Profits Fund as charges are
deducted before bonuses are applied to 0.20% 30/09/2022
members’ benefits, however, they are

Prudential With Profits
Fund

estimated to be in the region of 1%.

The charges quoted for the Prudential

Prudential Deposit Fund Deposit Fund are nil as they are taken into 0.00% 30/09/2022
account in the interest payable to members.

Prudential Cash Fund 0.55% 0.00% 30/09/2022

[1] The Trustee and its advisers requested transaction cost information from Prudential for the reporting period covered
by this Statement, however, Prudential was not able to provide this information in time for inclusion in this Statement.
The Trustee is continuing to work with its advisers to exert pressure on Prudential to ensure this information can be
included in future years.
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5.7.

5.8.

6.2.

6.3.

Plan members that hold AVC benefits with Standard Life are invested in one or more of the Standard Life
Managed Fund, the Standard Life Millennium With Profits Fund and the Standard Life With Profits Fund.
Details of the charges and transaction costs quoted by Standard Life for each of these funds is provided in
the table below:

Transaction .
Fund name TER Effective date
costs

Standard Life does not quote an explicit

Standard Life With Profits TER for the With Profits Funq as charges 0.045% 31/03/2023
Fund are taken into account prior to the
addition of bonuses
Standard Life do not quote an explicit
Standard Life Millennium TER for the Millennium With Profits
. . . 0.029% 31/03/2023
With Profits Fund Fund as charges are taken into account
prior to the addition of bonuses
Standard Life Managed Fund 1.02%[1] 0.199% 31/03/2023

[1] Standard Life applies a member specific discount to the quoted TER and as such the TER will vary between investors
in this AVC arrangement.

To demonstrate the impact of charges and transaction costs on members’ pension savings over time, the
Trustee has produced illustrations and these are set out in Appendix 2.

Net investment returns

From 1 October 2021, trustees of all relevant pension schemes, are required to calculate and state the
annualised return, net of transaction costs and charges, of all of the investment options members were
able to select, and in which members’ assets were invested, during the Plan year.

For investment strategies where the investment returns vary with age, trustees are required to show the
returns for a member aged 25, 45 and 55 at the start of the period. The target date structure of the Plan’s
investment options already reflects any such variation and there is therefore no need present information
in this way.

The following tables provide the returns for each of the target date funds used by Active DC Section
members in the Plan year.

Default Target Date Tyr net return 3yr net return (p.a.)  Syr netreturn (p.a.)
Default Target Date 2015 — 2020 Fund 3B -5.45% 1.36% 1.48%
Default Target Date 2020 — 2025 Fund 3B -3.68% 3.42% 2.81%
Default Target Date 2025 — 2030 Fund 3B -5.60% 4.86% 3.45%
Default Target Date 2030 — 2035 Fund 3B -5.26% 5.97% 3.91%
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6.4.

Default Target Date

Tyr net return 3yr net return (p.a.)

5yr net return (p.a.)

Default Target Date 2035 — 2040 Fund 3B
Default Target Date 2040 — 2045 Fund 3B
Default Target Date 2045 — 2050 Fund 3B
Default Target Date 2050 — 2055 Fund 3B
Default Target Date 2055 — 2060 Fund 3B
Default Target Date 2060 — 2065 Fund 3B
Default Target Date 2065 — 2070 Fund 3B

Default Target Date 2070 — 2075 Fund 3B

-4.99% 6.07%
-4.96% 6.29%
-3.97% 7.86%
-3.36% 8.77%
-3.36% 8.82%
-3.37% 8.83%
-3.36% 8.83%
-3.36% n/a

3.97%
3.97%
4.75%
5.15%
4.93%
4.95%
4.95%

n/a

Other Target Dates

3yr net return
Tyr net return

5yr net return (p.a.)

(pa)
Annuity Target Date Fund 2025 - 2030 3B -11.02% 1.93% 1.81%
Annuity Target Date Fund 2030 - 2035 3B -5.23% 5.99% 3.90%
Annuity Target Date Fund 2035 - 2040 3B -5.23% 5.99% 3.91%
Annuity Target Date Fund 2040 - 2045 3B -5.23% 6.18% 4.02%
Annuity Target Date Fund 2045 - 2050 3B -4.21% 7.61% 4.85%
Annuity Target Date Fund 2050 - 2055 3B -3.37% 8.59% 5.34%
Annuity Target Date Fund 2055 - 2060 3B -3.34% 8.81% 5.15%

The following table provides the returns for each of the target date funds used by Deferred DC Section

members during the Plan year.

Default Target Date Tyr net return 3yr netreturn (p.a.)  5yr net return (p.a.)
Default Target Date 2015 — 2020 Fund 3 -5.69% 1.12% 1.22%
Default Target Date 2020 — 2025 Fund 3 -3.93% 3.17% 2.54%
Default Target Date 2025 — 2030 Fund 3 -5.84% 4.60% 3.18%
Default Target Date 2030 — 2035 Fund 3 -5.50% 5.71% 3.64%
Default Target Date 2035 — 2040 Fund 3 -5.24% 5.81% 3.70%
Default Target Date 2040 — 2045 Fund 3 -5.20% 6.03% 3.70%
Default Target Date 2045 — 2050 Fund 3 -4.21% 7.60% 4.48%
Default Target Date 2050 — 2055 Fund 3 -3.60% 8.50% 4.87%
Default Target Date 2055 — 2060 Fund 3 -3.61% 8.57% 4.68%
Default Target Date 2060 — 2065 Fund 3 -3.62% 8.58% 4.70%

Mitchells & Butlers Pension Plan | Chair's Statement | Year Ending 31 March 2023

8 of 19



6.5.

6.6.

3yr net return

Other Target Dates 1yr net return (0.a) Syr net return (p.a.)
p.a.

Annuity Target Date Fund 2035 - 2040 3 -5.48% 5.74% 3.65%

Annuity Target Date Fund 2040 - 2045 3 -5.48% 5.93% 3.77%

Annuity Target Date Fund 2050 - 2055 3 -3.62% 8.34% 5.09%

Cash Target Date Fund 2015-20 3 -0.79% -0.10% 0.39%

The following table outlines information provided by Prudential regarding the net investment returns for
members invested in these AVC arrangements.

Fund Name 1 Year net return 3 Year net return 5 Year net return
(% p.a) (% p.a)
Prudential Deposit Fund 0.0% 0.0% 0.0%
Prudential With Profits Fund [1] 1.5% 1.2% 1.2%
Prudential Cash Fund 1.4% 0.1% 0.1%

[1] The value of a With Profits fund (and therefore each member’s holding within the fund) is not directly exposed to
fluctuations in the value of the underlying assets. Instead, returns are ‘smoothed’ through the addition of bonuses
(known as regular bonuses and final or terminal bonuses) which aim to provide members with a steady rate of return.
Prudential has confirmed that the figures in the table above comprise the regular annual bonuses (after charges)
applied to member’s accounts. Any terminal bonus is not included in the net investment return calculation as it is not
applied until the policy is out of force.

The following table outlines information provided by Standard Life regarding the net investment returns
for members invested in these AVC arrangements.

Fund Name 1 Year net return 5 Year net return (% p.a)
Standard Life With Profits Fund [1] 4.00% 4.00%
Standard Life Millennium With Profits Fund [1] 1.75% 1.05%
Standard Life Managed Fund -341% 4.10%

[1] As noted above, the value of a With Profits fund (and therefore each member's holding within the fund) is not
directly exposed to fluctuations in the value of the underlying assets. Instead, returns are 'smoothed’ through the
addition of bonuses (known as regular bonuses and final or terminal bonuses) which aim to provide members with a
steady rate of return. Standard Life has confirmed that the figures in the table above comprise the regular annual
bonuses (after charges) applied to member's accounts. Any terminal bonus is not included in the net investment return
calculation as it is not applied until the policy is out of force.

Value for members

The Trustee is required to assess annually the extent to which the charges and transaction costs borne by
members represent good value.
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7.2.

7.3.

74.

7.5.

7.6.

7.7.

7.8.

7.9.

Analysis was undertaken by the Trustee's professional advisers, Barnett Waddingham LLP, and the findings
set out in a report. The Trustee considered this analysis and confirmed its assessment of value for members,
effective as at 31 March 2023, as set out below.

Recognising that low cost does not necessarily mean good value, the assessment considered whether the
services for which members pay or share the costs are suitable for, relevant to and (likely to be) valued by
members and whether performance of the services had been effective. Consideration was also made of the
costs relative to other options available in the market.

Various investment-related services for which members do not directly bear the costs are nevertheless
inextricably linked to creating the environment under which investment returns are delivered, e.g. strategy,
monitoring and the investment governance structure, so these were included in the assessment.

Other services paid for by Mitchells & Butlers Plc were excluded but nevertheless deliver value to members,
e.g. the services of professional advisers and the operation of the Trustee board, with a duty to act in the
best interest of members.

In relation to the DC Section, the member-borne charges and transaction costs relate to:

7.6.1. investment services
7.6.2. administration services

7.6.3. communication services
The assessment considered:
7.7.1. in relation to investment services:

7.7.2. the investment strategy, e.g. the design of the default and range of alternative options

7.7.3. the arrangements for monitoring the performance of the investment options and reviewing
the investment strategy

7.7.4. the investment governance arrangements
7.7.5. in relation to administration services:
7.7.6. the general administration arrangements
7.7.7. arrangements in relation to financial transactions
7.7.8. data and record keeping
7.7.9. in relation to communication services:
7.7.10. communication strategy
7.7.11. pre-retirement communications

7.7.12. at/post retirement communications

The assessment concluded that the DC Section continues to provide excellent value for members and that
there are no areas in which the DC Section’s arrangements detract value.

In reaching the conclusion the Trustee recognised the robust governance processes applied to the DC
Section and range and quality of engagement materials provided to members. The Trustee also noted
that Active members only pay the Transaction Costs of the funds in which they are invested and the costs
borne by Deferred members as well as those AVC members invested with Legal & General are competitive
when compared with other schemes of this nature.
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7.10.

7.11.

7.12.

7.13.

7.14.

8.1.

8.2.

8.3.

8.4.

8.5.

In relation to the AVC arrangements with Standard Life and Prudential, the member-borne charges and
transaction costs relate to:

7.10.1. investment services
7.10.2. administration services

7.10.3. communication services

The assessment considered the broad value for members of these services, taking a proportionate
approach that reflects the relatively low value of the AVC pension savings concerned.

The Trustee concluded that the AVC arrangements offer reasonable value in relation to the charges and
transaction costs borne by members.

In reaching this conclusion, the Trustee recognised:

7.13.1. Members investing in the arrangements can use their benefits to fund their tax-free cash
entitlements through the defined benefit (DB) section of the Scheme.

7.13.2. The charges are broadly aligned with similar types of arrangements offered elsewhere.

7.13.3. Members benefit from the administration services provided by XPS in the ongoing management
of these benefits.

The Trustee undertakes to review the suitability of the wider AVC arrangements in line with statutory
timescales.

Trustee knowledge and understanding

Mitchells & Butlers Pensions Limited, the Trustee, is a trustee company which comprised 6 Trustee Directors
at the end of the reporting period. Jonathan Duck, an independent Trustee Director has acted as Chair of
the Trustee since his appointment on 1 May 2018.

Three of the Trustee Directors are professional trustees, who bring a high degree of pensions experience,
knowledge and expertise to the trustee board. As professionals, they are subject to oversight from both
regulatory bodies and their professional trustee company employers.

Since 1 January 2019, the oversight, governance and management of the DC Section has been delegated
by the Trustee to a formal DC Committee. This allows for much greater focus to be given to DC specific
matters and a DC Committee ‘'Terms of Reference’ has been established which formalises the policies,
practices and powers of the DC Committee.

At the start of the Plan year, the DC Committee was chaired by an independent Trustee Director, Martin
Thomas. Martin Thomas stepped down as both a Trustee Director and a Chair of the DC Committee in June
2022 and was replaced by Anna Eagles, the representative for the Law Debenture Pension Trust Corporation
and another independent professional Trustee Director. The DC Committee includes a number of Trustee
Directors and representatives of Mitchells & Butlers also attend. The DC Committee is supported in its
duties by the Trustee's professional advisers.

The DC Committee has prepared a DC specific Business Plan which sets out items for discussion and actions
throughout the year. It also details the objectives of the DC Committee and Trustee which allows the
Trustee Board to efficiently and effectively monitor their governance activities and ensure both regulatory
compliance and best practice are achieved.
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8.6.

8.7.

8.8.

8.9.

8.10.

8.11.

8.12.

Trustees are required to be conversant with their schemes’ main documents and have appropriate
knowledge and understanding of the law relating to pensions and trusts, the funding of occupational
schemes and investment of scheme assets.

Approach

The trustee directors aim to remain conversant with the Plan’s trust deed and rules as well as all other Plan
documents such as the SIP, the risk register and current policies, e.g. conflicts of interest. They do so
through their experience in governing the Plan, as well as specific activities over the Plan year and access
to professional advice.

The Trustee Directors aim to achieve and maintain knowledge and understanding of the law relating to
pensions and trusts, the funding of occupational schemes and investment of Plan assets through a
combination of training, taking professional advice and the inclusion of professional Trustee Directors on
the Trustee Board.

All Trustee Directors are required to complete a formal training programme both following appointment
and on an ongoing basis to ensure they have the necessary skills and knowledge required to effectively
discharge their duties.

Trustee training is a standing item on each meeting agenda and is included on the DC specific business
Plan. Trustee Directors are asked to provide feedback and suggest topics for future training sessions which
allows all Trustee Directors to identify and address any gaps in knowledge. Training is delivered by the
Trustee's professional advisers and external training is sought on topics relevant to the Trustee Directors'’
duties. A training log is maintained in relation to training undertaken.

The Trustee Directors consult with professional advisers as and when required, for example on consultancy,
investment and legal matters. The professional advisers are engaged to pro-actively alert the Trustee
Directors on relevant changes to pension and trust law. Professional advisers also provide support in
relation to understanding and reviewing the Plan’s documents and attending Trustee meetings.

The Trustee took professional advice in the following areas:

8.12.1. Risk register: a DC specific risk register has been prepared in conjunction with a specialist external
risk consultancy and oversight of this register is delegated to the DC Committee. The DC
Committee review and develop the DC risk register on an ongoing basis, with a more formal review
at least every 6 months. The most recent review in the reporting period was completed in
December 2022.

8.12.2. Value for Member assessment: the Trustee assessed the value for members provided by the Plan’s
DC arrangements and documented the results in the annual governance statement.

8.12.3. Bulk transfer: an annual process is in place to secure the benefits for Deferred members in a Master
Trust. This transfer took place in March 2023.

8.12.4. Implementation statement: the Trustee produced an implementation statement for the Plan
(covering the Plan year ending 31 March 2022), which documents how the Plan’s investment
policies were implemented during over year and summarises the voting and engagement activity
undertaken by the DC Section’s pooled manager over this period.

8.12.5. Investment changes: as part of ongoing monitoring of the Plan’s investment options, the Trustee
took advice on L&G's changes to the Default Target Date Fund (described in section 3).
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8.13. The Trustee reviewed the following Plan documents:

8.13.1.
8.13.2.
8.13.3.
8.13.4.
8.13.5.
8.13.6.
8.13.7.

The DC business plan

The annual governance Statement
Implementation Statement

The Annual Report & Accounts
The engagement plan

Investment monitoring reports

Objectives for their investment adviser in line with the Competition and Markets Authority Order

8.14. The Trustee received training on the following topics at Trustee meetings

8.14.1.

8.14.2.

8.14.3.
8.14.4.

8.145.
8.14.6.
8.14.7.
8.14.8.

Assessment

The new transfer regulations, including Legal & General’s approach to reviewing transfer requests
from members under the new framework.

New requirements for Statements of Investment Principles, Implementation statements,
stewardship priorities and TCFD reporting

Wider regulatory environment, capturing recent and upcoming legislative changes

Evolution of Legal & General’s default investment strategy design and integration of ESG to meet
net-zero targets.

Updates to Legal & General's workplace proposition
Additional Voluntary Contribution arrangements
Member segmentation and analytics tools

Engagement strategy design

8.15. The Trustee Directors consider that their combined knowledge and understanding, together with their
access to professional advice, enables them to properly and effectively exercise their trustee functions in
the following ways:

8.15.1.

8.15.2.
8.15.3.

The Trustee directors are able to challenge and question advisers, service providers and other
parties effectively

Trustee decisions are made in accordance with the Plan rules and in line with trust law duties

The Trustee Directors' decisions are not compromised by such things as conflicts or hospitality
arrangements

Jonathan Duck, for and on behalf of the Trustee of the Mitchells & Butlers Pension Plan
Chair of the Trustee
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Appendix 1:  Annuity Target Date and Cash Target Date Fund charges

Transaction

Annuity Target Date AMC (p.a.) FMC (p.a.) TER (p.a.)
costs
Annuity Target Date Fund 2025 - 2030 3B 0.00% 0.00% 0.00% 0.16%
Annuity Target Date Fund 2030 - 2035 3B 0.00% 0.00% 0.00% 0.06%
Annuity Target Date Fund 2035 - 2040 3B 0.00% 0.00% 0.00% 0.07%
Annuity Target Date Fund 2040 - 2045 3B 0.00% 0.00% 0.00% 0.07%
Annuity Target Date Fund 2045 - 2050 3B 0.00% 0.00% 0.00% 0.08%
Annuity Target Date Fund 2050 - 2055 3B 0.00% 0.00% 0.00% 0.09%
Annuity Target Date Fund 2055 - 2060 3B 0.00% 0.00% 0.00% 0.09%
. Transaction
Annuity Target Date AMC (p.a.) FMC (p.a.) TER (p.a.)
costs
Annuity Target Date Fund 2035 - 2040 3 0.10% 0.15% 0.25% 0.07%
Annuity Target Date Fund 2040 - 2045 3 0.10% 0.15% 0.25% 0.07%
Annuity Target Date Fund 2050 - 2055 3 0.10% 0.15% 0.25% 0.09%
Transaction
Cash Target Date AMC (p.a.) FMC (p.a.) TER (p.a.)
costs
Cash Target Date Fund 2015 - 2020 3 0.10% 0.15% 0.25% 0.00%
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Appendix 2: lllustrations on the impact of cost and charges

Al

A1.2.

A13.

Al.4.

A1.5.

A1.6.

A1.7.

A1.8.

To demonstrate the impact of member-borne charges and transaction costs on the value of members’
pension savings, the Trustee has produced illustrations in accordance with statutory guidance. These show
the impact of charges and transaction costs for representative cross-sections of the membership and
investment options.

The membership of the DC Section and the investment options offered were analysed in determining the
parameters to be used.

Pot size: pot sizes of £6,000, £21,000 and £56,000 have been used; these represent the 25" percentile, the
median and the 75" percentile of pot values (rounded to the nearest £500) of DC Section members as at
31 March 2023.

Active vs Deferred: the illustrations below cover both Active members and Deferred members. The costs
and charges deducted are those outlined in paragraph 5.3.

Salary and contributions: for active members, a representative starting salary of £41,000 has been used as
this represents the median salary (rounded to the nearest £500) of DC Section members. A total
contribution level of 12.5% has also been assumed as this is the most common total contribution level for
DC Section members. For deferred members, the illustrations assume no further contributions are made.

Investment funds: the vast majority of DC Section members are invested in the Default Target Date Fund
and therefore the illustrations assume benefits remain invested in this investment option for the duration.

Timeframe: three separate Default Target Date Funds have been selected to cover each investment stage
and demonstrate the impact of starting to save at different ages. This includes the Default Target Date
Fund with the longest investment time horizon currently used through the DC Section.

For each individual illustration, each savings pot has been projected twice; firstly to allow for the assumed
investment return gross of the costs and charges of the fund, and then again, but adjusted for the
cumulative effect of the costs and charges of the fund. The TER applied is in line with the table set out
earlier in this Statement, and the Transaction Costs are the average of those experienced in each fund over
the previous 5 years. Where the quoted Transaction Costs are negative, the costs and charges are assumed
to be nil for purposes of the illustrations.

The following notes to the illustrations should also be read;

1. Projected pot sizes are shown in today's terms and do not need to be reduced further for the effects of
future inflation. Inflation is assumed to be 2.5%.

2. Pensionable salary is assumed to grow at 2.5% per year for the duration of the illustrations.
3. Values shown are estimates and not guaranteed.
4. The starting date for the illustrations is 31 March 2023.

5. The projected growth rates, gross of costs and charges, for each fund or arrangement are in line with
the 2023 Statutory Money Purchase Illustrations (SMPI). We provide details for each investment option
used to produce the illustrations in the table below:
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Investment option Assumed return TER p.a.  Transaction costs

above inflation (5-year average)
Default Target Date 2070 — 2075 Fund (active member) 3.10% to 4.40% 0.00% 0.12%
Default Target Date 2040 — 2045 Fund (active member) 3.30% to 4.40% 0.00% 0.04%
Default Target Date 2030 — 2035 Fund (active member) 3.10% to 3.80% 0.00% 0.04%
Default Target Date 2070 — 2075 Fund (deferred member) 3.10% to 4.40% 0.25% 0.12%
Default Target Date 2040 — 2045 Fund (deferred member) 3.30% to 4.40% 0.25% 0.04%
Default Target Date 2030 — 2035 Fund (deferred member) 3.10% to 3.80% 0.25% 0.04%

An illustration has been included for this fund as it shows the impact of costs and charges for the target date
fund with the longest duration, and covers the "highest growth”, “steady growth” and "approaching retirement”
investment stages. It covers a 50 year timeframe.

0 £6,000 £6,000 £21,000 £21,000 £56,000 £56,000
Active 5 £35,568 £35,445 £54,076 £53,849 £97,261 £96,793
member 10 £72,051 £71,572 £94,887 £94,154 £148172  £146,844
15 £117,066  £115899  £145243  £143606  £210990  £208,254
Starting 20 £172,608 £170,287 £207,375 £204,282 £288499  £283,603
peg:g:;b'e 25 £241141  £237,018  £284039  £278728  £384134  £376052
£41,000 30 £325701  £318895  £378631  £370071  £502,136  £489,484
35 £427279  £416663  £492,162  £479,044  £643555  £624,600
Contribution 40 £542,764  £527,062  £620965  £601,825 = £803436  £776274
level: 12.5% 45 £668,875  £646722  £761,284  £734570  £976905  £939,547
50 £805852  £775723  £913411  £877,394  £1164,383  £1,114,624
0 £6,000 £6,000 £21,000 £21,000 £56,000 £56,000
5 £7,403 £7,276 £25911 £25,466 £69,097 £67,909
10 £9,135 £8,823 £31,971 £30,882 £85,256 £82,351
Deferred 15 £11,271 £10,700 £39,448 £37,449 £105195  £99,864
member 20 £13,907 £12,975 £48,674 £45,413 £129,797  £121,101
25 £17,159 £15,734 £60,057 £55,071 £160,153  £146,855
No 30 £21,172 £19,081 £74,103 £66,782 £197,607  £178,086
contributions 35 £25,953 £22,987 £90,836 £80,453 £242229  £214,5543
40 £31,281 £27,227 £109,482 £95,294 £291,953  £254,118
45 £36,964 £31,616 £129373  £110655  £344994  £295081
50 £43,024 £36,159 £150,583  £126558  £401555  £337,487

Note on how to read this table: If an Active member had £6,000 invested in this strategy on 31 March 2023, after
20 years membership their fund could grow to £172,608 if no charges are applied and to £170,287 with charges
applied.

Mitchells & Butlers Pension Plan | Chair's Statement | Year Ending 31 March 2023

16 of 19



An illustration has been included for this fund as it shows the impact of a member joining the DC Section at the
midpoint of their working life, and covers the “steady growth” and “approaching retirement” investment stages.
The timeframe covered is 20 years and assumes that benefits are taken at the DC Section’s NRD of 65.

Active member (] £6,000 £6,000 £21,000 £21,000 £56,000 £56,000
. 1 £11,427 £11,424 £27,071 £27,062 £63,574 £63,551
Starting

pensionable 5 £35,568 £35,527 £54,076 £54,000 £97,261 £97,105
Salary: £41,000 10 £71,474 £71,316 £94,098 £93,855 £146,886 £146,446
L 15 £113,747 £113,368 £140,964 £140,432 £204,469 £203,581

Contribution
level: 12.5% 20 £161,916 £161,189 £194,077 £193,109 £269,120 £267,590
(] £6,000 £6,000 £21,000 £21,000 £56,000 £56,000
Deferred 1 £6,258 £6,241 £21,901 £21,842 £58,404 £58,245
member 5 £7,403 £7,303 £25,911 £25,562 £69,097 £68,165
10 £9,049 £8,807 £31,673 £30,823 £84,462 £82,196
No contributions 15 £10,887 £10,451 £38,103 £36,578 £101,609 £97,542
20 £12,864 £12,182 £45,026 £42,636 £120,069 £113,695

Note on how to read this table: If an Active member had £6,000 invested in this strategy on 31 March 2023, after
10 years membership their fund could grow to £71,474 if no charges are applied and to £71,316 with charges
applied.

An illustration has been included for this fund as it shows the impact of a member joining the DC Section when
they are close to the age at which they may elect to take benefits and covers the “approaching retirement”
investment stage. The timeframe covered is 10 years and it assumes that benefits are taken at the DC Section’s
NRD of 65.

Active member 0 £6,000 £6,000 £21,000 £21,000 £56,000 £56,000
Starting 2 £16,954 £16,946 £33,087 £33,066 £70,730 £70,681
pensionable 4 £28,623 £28,596 £45,893 £45,840 £86,189 £86,075
Salary: £41,000 6 £41,046 £40,990 £59,498 £59,400 £102,552 £102,357
Contribution 8 £54,135 £54,038 £73,775 £73,619 £119603  £119,309
level: 12.5% 10 £67,890 £67,740 £88,736 £88,508 £137378  £136,966
0 £6,000 £6,000 £21,000 £21,000 £56,000 £56,000

Deferred 2 £6,453 £6,418 £22,586 £22,463 £60,229 £59,901
member 4 £6,908 £6,833 £24,178 £23,914 £64,473 £63,772

6 £7,381 £7,260 £25,832 £25412 £68,887 £67,765

No contributions 8 £7,856 £7,686 £27,497 £26,901 £73,324 £71,735
10 £8,339 £8,113 £29,185 £28,396 £77,826 £75,722
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Note on how to read this table: If an active member had £6,000 invested in this strategy on 31 March 2023, after
4 years membership their fund could grow to £28,623 if no charges are applied and to £28,596 with charges
applied.
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DC Section Statement of Investment Principles

Mitchells & Butlers Pension Plan | Chair's Statement | Year Ending 31 March 2023

19 0of 19



