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Trustee’s report

Introduction

The Rolls-Royce Retirement Savings Trust (the “Trust”) provides retirement and life assurance
benefits for employees of Rolls-Royce plc and associated companies (the “Company”). The Trust was
established on 6 April 2000. The Trust is governed by a Trust Deed and Rules as amended by
supplementary deeds. The Trustee is a UK limited company, Rolls-Royce Retirement Savings Trust
Limited (the “Trustee”).

The Trust’s assets are held in the name of the Trustee and are entirely separate from the assets of
the Company. The Trust is registered with His Majesty’s Revenue & Customs for tax purposes.
Consequently, the majority of the Trust’s income and investment gains are free of taxation.

The Trust is an earmarked scheme which means that, all the benefits are secured by an insurance
policy. Under the policy, each member accumulates an individual (earmarked) pension fund invested
in unit-linked insurance funds. The Trust provides retirement benefits for members and where
applicable, life assurance benefits.

The Trustee has decided to extend the scope of the annual report and financial statements beyond
that required of an earmarked scheme. Therefore this is a non-statutory annual report and financial
statements.

Management of the Trust

The directors of the Trustee are appointed and removed in line with the provisions of the Trustee’s
Articles of Association. There are usually eight directors comprising five directors appointed by the
Company (including a Chairperson and a director nominated by the Company’s Central Negotiating
Committee) and three directors nominated by members. On 5 April 2025 there were seven directors
following the recent resignation of Ms Anne-Marie Smith.

In accordance with The Occupational Pension Schemes (Member-nominated Trustees and Directors)
Regulations 1996, the Trustee (with the consent of the sponsoring employer), has put in place a
procedure for the appointment and removal of Trustee directors, including the provision for three
Trustee directors to be nominated and selected by eligible members in accordance with the Trust
Deed and Rules.

The directors normally hold four regular meetings a year and an annual strategy day. Additional
meetings are held as frequently as required. All directors have the same function except that the
Chairperson (or if he or she is not present, a Deputy Chairperson appointed by the directors) will
have a casting vote. Mrs Teresa Waine acted as Deputy Chairperson during the year. Attendance at
the regular meetings during the year is shown in the table below:

Director Meetings Meetings
attended applicable
Mark Porter - Chairperson 6 6
Fiona Brown 6 6
Nick Sloan 6 6
Teresa Waine 6 6
Kevin Wright 6 6
Anne-Marie Smith (resigned 10 December 2024) 3 4
Roger Dale 6 6
Stephanie Parsons (appointed 31 December 2024) 1 1

Robert Gilbert (appointed 7 July 2025)
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Each director has been provided with relevant documentation required to perform their role as a
pension scheme trustee and pension scheme trustee training is undertaken on a regular basis. These
training arrangements are designed to meet The Pensions Regulator’s pension scheme trustee
training requirements, which were established by the Pensions Act 2004.

Risk and Audit Committee
During the year the Trustee’s risk and audit committee oversaw a range of activities, pursuant to
ensuring the integrity of the Trust’s financial statements, identifying, monitoring and controlling

risks, and monitoring the cost and performance of service providers.

The committee comprises four Trustee directors (the quorum is two) including Mrs Waine who acts
as the committee’s Chairperson. The committee normally meets at least four times a year.

Director Meetings Meetings
attended applicable
Fiona Brown 3 4
Teresa Waine 4 4
Kevin Wright 4 4
Anne-Marie Smith (resigned 10 December 2024) 2 3

Changes during the year
Trustee directors

Ms Anne-Marie Smith resigned as a member nominated director on 10 December 2024. The Trustee
would like to place on record its thanks to Ms Smith for her service to the Trust. In accordance with
the Trustee’s member nominated director selection process, Mr Rob Gilbert was appointed to
replace Ms Smith on 7 July 2025.
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Membership

The changes in membership during the year are shown in the table below.

Active Members'

Members at 6 April 2024 21,047
Add: New joiners 1,804
Members re-joining from deferred status' 67
Members re-joining from another status' 3
Less:  Active members retiring (4)
Active members leaving service (1,100)
Deaths (12)
Transfers out (1)
Account closed? (24)
Members at 5 April 2025 21,770
Deferred Members
Members at 6 April 2024 14,478
Add: Active members leaving service 1,100
Members re-joining from another status' 1
Less:  Members re-joining active status' (67)
Deferred members retiring (176)
Deaths (31)
Transfers out (779)
Account closed? (357)
Members at 5 April 2025 14,169

'Occasionally members re-join various statuses for their benefits to be administered. For example, this could occur where a
member leaves active status and subsequently requires additional contributions to be paid by the Company. To receive
contributions such a member would have to temporarily re-join active status.

2Accounts might be closed when an account is created for a new joiner who subsequently leaves employment with the
Company without making any contributions.

3 Several accounts with a £nil balance have been closed.
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Statement of Trustee’s responsibilities
Statement of Trustee’s responsibilities for the non-statutory annual report and financial statements

The non-statutory 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 non-statutory financial statements:

e show a true and fair view of the financial transactions of the Trust during the 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 Trust 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 non-statutory 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 non-statutory financial statements on a going concern
basis unless it is inappropriate to presume that the Trust will not be wound up.

The Trustee is also responsible for making available certain other information about the Trust in 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 Trust 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 Trust’s website. Legislation in the United
Kingdom governing the preparation and dissemination of non-statutory financial statements may
differ from legislation in other jurisdictions.

Trustee’s responsibilities in respect of contributions

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

e The Trustee is also responsible for adopting risk-based processes to monitor whether
contributions are made to the Trust by the employer in accordance with the Payment
Schedule. Where breaches of the Schedule 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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Financial development of the Trust

The non-statutory financial statements of the Trust for the year ended 5 April 2025, as set out on
pages 16 to 25, have been prepared and audited in accordance with Sections 41(1) and (6) of the
Pensions Act 1995.

A summary of the Trust’s non-statutory financial statements is set out in the table below:

£°000 £°000
Member related income 290,147 239,303
Member related payments (69,863) (40,817)
Net additions from dealings with members 220,284 198,486
Net returns on investments 26,557 173,713
Net increase in the Trust 246,841 372,199
Net assets at start of year 1,359,683 987,484
Net assets at end of year 1,606,524 1,359,683

Benefits
The Trust provides defined contribution retirement benefits and life assurance benefits.

Retirement savings are secured by an insurance policy under which each member accumulates an
individual savings fund. At retirement, members have the following options:

e Take their retirement savings as a cash lump sum. Generally, 25% of which would be tax-free
with the rest taxed as income.

e Invest their savings in an appropriate personal pension arrangement and draw money from
it as and when required. This is known as “drawdown”. Generally, 25% can be taken as a tax-

free lump sum and the remainder taxed as income.

e Taking a series of cash lump sums. Generally, 25% of each payment would be tax-free with
the remainder taxed as income.

e Buying an annuity and taking up to 25% as a tax-free cash lump sum.

A combination of the above options.

Life assurance benefits for certain active members are also secured by an insurance policy provided
by the life assurance provider shown on page 3.
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Investments

The Trust’s default investment strategy for the majority of members that do not wish to make any
active investment decisions invests members’ retirement savings in a range of target date funds
(TDFs). The TDFs are provided under a unit-linked insurance policy issued by Aviva Life and Pensions
UK Limited (“Aviva”). The underlying funds are managed by BlackRock Investment Management (UK)
Limited. Aviva constructs TDF vintages, to which members are allocated based on their expected
retirement dates, by blending two underlying funds - the BlackRock Growth Fund and the BlackRock
Retirement Fund.

A small amount of the Trust’s investments remain in a unit-linked insurance policy issued by
Prudential Assurance Company Limited. Further contributions are no longer made into these
policies.

Members that want to design and manage their own investment strategy can do so using a range of
self-select investment funds. The self-select fund range was expanded during the year to include the
following new funds:

Aviva My Money BlackRock Overseas Government Bond Index Tracker Fund;
Aviva My Money BlackRock ESG Overseas Corporate Bond Index Fund;
Aviva My Money BlackRock Growth Fund; and

Aviva My Money BlackRock Retirement Fund.

The latter two funds above are also used by Aviva to create the TDF vintages for the default
investment strategy.

The Trustee confirms that the investments of the Trust are invested in accordance with the
Occupational Pensions Schemes (Investment) Regulations 1996. The Trust did not hold any direct
employer related investments during the year or at the end of the year, although limited employer
related investments may occur through pooled investment vehicles where specific exclusions are
not possible.

Aviva, Prudential, and any underlying investment managers are authorised by the Prudential
Regulation Authority and regulated by the Prudential Regulation Authority and Financial Conduct
Authority.

Further details about the Trust’s investments are available to members online, in the Chairperson’s
annual governance statement (included in Appendix 1) and the Trust’s Statement of Investment
Principles (included in Appendix 2).
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Aviva My Money BlackRock (10:80:10) Currency Hedged Global Equity (Aquila C) Fund
Aviva My Money BlackRock UK Equity Index (Aquila Connect) Fund

Aviva My Money BlackRock US Equity Index (Aquila Connect) Fund

Aviva My Money BlackRock European Equity Index (Aquila Connect) Fund

Aviva My Money BlackRock Japan Equity Index (Aquila Connect) Fund

Aviva My Money BlackRock Pacific Rim Equity Index (Aquila Connect) Fund

Aviva My Money BlackRock Emerging Markets Equity Index (Aquila Connect) Fund
Aviva My Money Diversified (50:50 L&G Div / Insight BOF)! Growth Fund

Aviva My Money Legal & General (PMC) Diversified Fund

Aviva My Money Legal & General (PMC) Retirement Income Multi-Asset Fund

Aviva My Money BlackRock Over 5 Year Index Linked Gilt Index (Aquila Connect) Fund
Aviva My Money BlackRock Over 15 Year Gilt Index Tracker Fund

Aviva My Money BlackRock Corporate Bond All Stocks Index (Aquilla Connect) Fund
Aviva My Money Legal & General (PMC) FTSE4Good Developed Equity Index

Aviva My Money Legal and General (PMC) Future World Annuity Aware?

Aviva My Money Legal & General Investment Management Future World Fund

Aviva My Money HSBC Islamic Global Equity Index Fund

Aviva My Money BlackRock Institutional Sterling Liquidity Fund

Aviva My Money BlackRock Target Date Fund 2040 to 20823

Aviva My Money BlackRock Target Date Fund 2023 to 20394

Aviva My Money BlackRock ESG Overseas Corporate Bond®

Prudential With Profits Fund

Value of investments and performance net of fees to 31 March 2025.
Sources: Aviva, Prudential and Mercer.

IL&G Div - Legal and General Investment Management Diversified Fund, BOF - Broad Opportunities Fund.

2Formerly called the Aviva My Money Legal & General (PMC) Pre-Retirement Fund.

3These Target Date Fund vintages are invested in the underlying BlackRock Growth Fund, which does not have a benchmark but is expected to generate returns of 7-8 % a

year (performance in the year to 31 March 2025 was 4.1%).

“These Target Date Fund vintages are invested in a blend of the underlying BlackRock Growth Fund and Black Rock Retirement Fund. The BlackRock Retirement Fund does

£000s
104,308
25,679
30,267
4,640
2,191
1,539
3,146
15,995
4,329
5,477
5,295
551

789
14,429
6,317
1,905
51,822
20,352
773,927
532,477
3

84
1,605,522

1year performance

Fund
%
6.8
(7.3)
5.9
2.8
(2.6)
(5.7)
77
1.3
45
42
(10.0)
(7.3)
25
2.6
(2.6)
45
3.8
5.2

Benchmark
%
6.6
(7.3)
6.2
3.7
(1.9)
(5.8)
8.0
51
51
4.9
(10.4)
(7.3)
2.4
3.7
(3.6)
53
3.7
4.9

not have a benchmark but is expected to generate returns of 3-4 % a year (performance in the year to 31 March 2025 was 2.8%).

5No performance data available due to recent inception of fund.
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3 year performance

Fund
%
8.4
(14.7)
9.7
7.8
6.7
(1.8)
19
0.1
2.4
2.4
(16.3)
(14.7)
(0.8)
7.6
(6.8)
5.4
9.4
4.2

Benchmark
%
8.6
(14.7)
9.7
8.5
6.4
(1.7)
2.4
41
41
41
(16.6)
(14.7)
(0.8)
8.7
(8.5)
6.4
9.5
4.0

5 year performance

Fund
%
14.4
(12.5)
175
12.4
8.3
77
75
2.0
6.6
5.2
(8.8)

(0.3)
15.2
(4.9)
16.5
2.6

Benchmark
%
14.6
(12.6)
17.6
13.0
8.3
8.0
7.8
25
25
25
(9.0)

(0.2)
15.8
(7.3)

16.8
2.4
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Contact details
Internal Disputes Procedure

The Trustee operates an Internal Disputes Procedure for resolving complaints by members in
accordance with statutory requirements. All complaints should be made in writing to:

The Trustee Secretary
Pensions Department
Rolls-Royce plc

Trent Hall (A90)
Victory Road

Derby

DE24 8BJ

The Money and Pensions Service
The Money and Pensions Service (MaPS) is a UK Government funded website that provides financial

information and tools for the public on a range of financial issues. The website address is:
https://maps.org.uk/en#

The Pensions Ombudsman

The Pensions Ombudsman may investigate and determine any complaint or dispute of fact or law in
relation to an occupational pension scheme. The Ombudsman can be contacted at:

10 South Colonnade
Canary Wharf
London

E14 4PU

Pension Tracing Service

The Pension Tracing Service has been established to help individuals to keep track of benefits they
may have as a result of service with former employers. The Pension Tracing Service can be
contacted at:

The Pension Service
Post Handling Site A
Wolverhampton
WV9I8 1AF

The registration number of The Rolls-Royce Retirement Savings Trust is 10249659.
The Pensions Regulator

The Pensions Regulator (TPR) is the regulatory body for occupational pension schemes in the UK.
TPR can be contacted at:

Telecom House
125-135 Preston Road
Brighton

East Sussex

BN1 6AF

ll


https://maps.org.uk/en

Rolls-Royce Retirement Savings Trust - Trustee’s annual report and financial statements

Information to members
Further information about the Trust can be requested by writing to:

The Trustee Secretary
Pensions Department
Rolls-Royce plc

Trent Hall (A90)
Victory Road

Derby

DE24 8BJ

This report or other information about the Trust can be provided in large print or Braille formats
upon request. The Trust Deed and Rules is available for inspection by members by writing to the

same address.

Further information about all members’ benefits and the Trust in general, is available online at
www.rolls-roycepensions.com

Approval of Trustee's annual report and financial statements

The Trustee's annual report and financial statements were approved at a meeting of the Trustee held
on 25 September 2025.

Signed on behalf of the Trustee

Mark Porter
Chairperson
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Independent auditor’s report to the Trustee of the
Rolls-Royce Retirement Savings Trust for the year
ended 5 April 2025

Report on the audit of the non-statutory financial statements

Opinion

In our opinion the non-statutory financial statements of Rolls-Royce Retirement Savings Trust (the

‘Trust):

e show a true and fair view of the financial transactions of the Trust during the year ended 5 April
2025 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 Trusts
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

We have audited the non-statutory financial statements which comprise:
e the fund account;

e the statement of net assets (available for benefits); and

e the related notes 1to 22.

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 non-statutory financial statements section of our report.

We are independent of the Trust in accordance with the ethical requirements that are relevant to
our audit of the non-statutory 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 non-statutory financial statements, we have concluded that the Trustee’s use of the
going concern basis of accounting in the preparation of the non-statutory 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 Trust’s ability
to continue as a going concern for a period of at least twelve months from when the non-statutory
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.

13
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Other information

The other information comprises the information included in the annual report, other than the non-
statutory 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 non-statutory 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 non-statutory 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 non-statutory 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 Trustee’s responsibilities statement, the Trustee is responsible for the
preparation of the non-statutory 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 non-statutory financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the non-statutory financial statements, the Trustee is responsible for assessing the
Trust’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 Trust or to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the non-statutory financial statements

Our objectives are to obtain reasonable assurance about whether the non-statutory 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 non-statutory 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 Trust’s industry and its control environment, and reviewed the
Trust’s documentation of their policies and procedures relating to fraud and compliance with laws
and regulations. We also enquired of the Trustee and pension management about their own
identification and assessment of the risks of irregularities, including those that are specific to the
Trust’s business sector.

14
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We obtained an understanding of the legal and regulatory frameworks that the Trust operates in,

and identified the key laws and regulations that:

e had adirect effect on the determination of material amounts and disclosures in the non-statutory
financial statements. These included Pension Act 1995, the Pensions Act 2004, the Occupational
Pension Trusts (Requirement to obtain Audited Accounts and a Statement from the Auditor)
Regulations 1996 and the Occupational and Personal Pension Trusts (Disclosure of Information)
Regulations 2013; and

e do not have a direct effect on the non-statutory financial statements but compliance with which
may be fundamental to the Trust’s ability to operate or to avoid a material penalty. These
included Trust’s regulatory requirements.

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

As a result of performing the above, we identified the greatest potential for fraud in the
misappropriation of investment assets due to the significant size of investment transactions and
balances. In response we have:

e obtained an understanding of the relevant controls over investment holdings and transactions;
e agreed investment holdings to independent confirmations; and

e agreed investment and cash reconciliations to independent sales and purchase reports.

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 non-statutory financial statement disclosures by testing to supporting documentation
to assess compliance with provisions of relevant laws and regulations described as having a
direct effect on the non-statutory financial statements;

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

e enquiring of the Trustee, pension management and legal counsel concerning actual and
potential litigation and claims, and instances of non-compliance with laws and regulations; and

e reading minutes of Trustee and sub-committee meetings, reviewing internal audit reports and
reviewing correspondence with the Pensions Regulator.

Use of our report

This report is made solely to the Trust’s Trustee, as a body, in accordance with Regulation 3 of the
Occupational Pension Trusts (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 Trust’s Trustee 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 Trust’s Trustee as a body, for our audit work, for
this report, or for the opinions we have formed.

Deloitte LLP

Statutory Auditor
Birmingham, United Kingdom Date: 25 September 2025

15
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Financial statements

Fund account for the year ended 5 April 2025

Note 2025 yLoyZ}
£°000 £000

Contributions and benefits
Employer contributions 4 234,934 203,170
Employee contributions 4 36,524 21,878
Transfers in 5 11,998 10,368
Other income 6 6,691 3,887
290,147 239,303
Benefits payable 7 (16,038) (11,197)
Payments to and on account of leavers 8 (45,775) (24,622)
Other payments 9 (7,713) (4,677)
Administrative expenses 10 (337) (321)
(69,863) (40,817)
Net additions from dealings with members 220,284 198,486

Returns on investments

Change in market value of investments 13 28,696 175,270
Investment management expenses (2,139) (1,557)
Net returns on investments 26,557 173,713
Net increase in the Trust during the year 246,841 372,199
Net assets of the Trust at 6 April 1,359,683 987,484
Net assets of the Trust at 5 April 1,606,524 1,359,683

The notes on pages 18 to 25 form part of these financial statements.

16
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Statement of net assets (available for benefits) as at 5 April 2025

Note 2025 2024
£'000 £'000
Investment assets

Pooled investment vehicles 13&14 1,605,522 1,358,619
Cash 13 947 1,060
1,606,469 1,359,679

Current assets 20 2,147 2,975
Current liabilities 21 (2,092) (2,971)
Total net assets of the Trust as 5 April 1,606,524 1,359,683

The financial statements summarise the transactions of the Trust 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 year. The notes on pages 18 to 25 form part of these financial statements.

These financial statements were approved by the Trustee on 25 September 2025.

Signed on behalf of the Trustee

Mark Porter Roger Dale
Director Director

17
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Notes (forming part of the financial statements)
1. Basis of preparation

The Trust is an earmarked scheme which means that, all the benefits are secured by an insurance
policy. Under the policy, each member accumulates an individual (earmarked) pension fund. These
non-statutory financial statements have been prepared at the wish of the Trustee of the Trust. The
Trust is exempt from the requirement to have an audit under the Pensions Act 1995 and therefore
these financial statements do not constitute statutory annual financial statements. The non-statutory
financial statements have been prepared in accordance with Financial Reporting Standard 102 (as
amended) - the Financial Reporting Standard applicable in the UK and Republic of Ireland issued by
the Financial reporting Council and with the guidance set out in the Statement of Recommended
Practice (SORP) (revised November 2018).

The non-statutory financial statements are prepared on a going concern basis, which the Trustee
believes to be appropriate as it believes that the Principal Employer, Rolls-Royce plc, is also a going
concern as described below. The Trust currently relies on Rolls-Royce plc to pay its administrative
expenses and in accordance with the Trust Deed and Rules of the Trust, it is likely that the Trust
would be wound up if the Principal Employer became insolvent.

Rolls-Royce plc is a significant part of the Rolls-Royce group of companies which are ultimately
owned by Rolls-Royce Holdings plc (the “Group”). The Trustee has considered the going concern
statement included in the Group’s 2025 half-year results published on 31 July 2025. This concluded
that under “base case” and “downside” scenarios the Group expects to continue as a going concern
until 31 December 2026. On this basis, whilst the impact of various economic and geopolitical factors
cannot be accurately predicted, the Trustee currently considers that the Group will continue to
operate for the next twelve months, and therefore the Trustee believes that it remains appropriate
to prepare the Trust’s non-statutory financial statements on a going concern basis. The financial
statements do not include any adjustments that would result from the basis of preparation being
inappropriate. It should also be noted that the net assets in the non-statutory financial statements
(£1,606.5 million) almost entirely comprise investments (£1,606.5 million). Investments are recognised
at fair value and this would not change if the non-statutory financial statements were not prepared
on a going concern basis.

2. Identification of the financial statements

The Trust is established as a trust under English law. The address for enquiries to the Trust is included
in the annual report.

3. Accounting policies

The principal accounting policies of the Trust are as follows:

a) Contributions, Benefits and Transfers

Contributions and benefits accrued and due in respect of the year ended 5 April 2025 are included
in these non-statutory financial statements. Transfers in and transfers out are accounted for in the

period in which they are received or paid.

b) Valuation of Investments
Investments are stated at market value at 5 April 2025 determined as follows:

(i) Pooled investment vehicles are included at bid price as advised by the investment manager;
and
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(i) The change in market value is the difference between the opening and closing balances of
market value, adjusted for the net investment, and includes both realised and unrealised gains
and losses against opening market value.

c) Exchange rates

The functional and presentational currency of the Fund is Sterling. All assets and liabilities
denominated in foreign currencies are translated into sterling at the exchange rates ruling at the
year end. Income and expenditure denominated in foreign currencies is translated into sterling at
the rate ruling at the date on which it is receivable or payable. Profits and losses on exchange rate
movements are included in change in market value during the period.

d) Expenses
Expenses are borne by the Trust. Where such expenses exceed available undesignated cash funds
the sponsoring employer currently bears the cost in the form of matching employer contributions.

e) Transaction costs

Expenses relating specifically to purchases or sales of investments are included in the costs of the
investments or deducted from the proceeds of sales respectively in these financial statements and
disclosed separately.

4. Contributions receivable

£'000 £'000

Employer:
Normal 226,872 198,177
Life assurance premiums 7,713 4,677
Expenses 349 316
234,934 203,170

Members:
Normal 7,150 6,399
Additional Voluntary Contributions 29,374 15,479
36,524 21,878
271,458 225,048

Employer contributions include contributions payable by the employer where the employee is in the
salary sacrifice arrangement.

5. Transfers in

£'000 £'000
Individual transfers 11,998 10,368
11,998 10,368

6. Other Income

£'000 £'000
Claims on life assurance policies 6,652 3,860
Interest on deposit account 39 27
6,691 3,887
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7. Benefits Payable

£'000 £'000

Lump sum commutations (7,795) (5,623)
Taxation where lifetime or annual allowance exceeded (114) (75)
Death benefits (8,129) (5,499)
(16,038) (11,197)

8. Payments to and on account of leavers

£'000 £'000

Individual transfers out to other schemes (45,766) (24,594)
Refunds of contributions 9) (28)
(45,775) (24,622)

9. Other Payments

£'000 £'000
Life assurance premiums (7,713) (4,677)
(7,713) (4,677)

Life assurance benefits are secured by an insurance policy provided by the life assurance providers
shown on page 3.

10. Administration expenses

£'000 £'000

Administration and processing (28) (34)
Audit fee (20) (20)
Legal and other professional fees (34) (61)
IT Costs - 1
Investment advisory costs (144) (102)
Pensions Regulator levy (1) (103)
(337) (321)

All other costs of administration are borne by the sponsoring employer.

11. Tax

The Trust is a registered pension scheme for tax purposes under Chapter 2 of Part 4 of the Finance
Act 2004. The Trust 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.

12. Additional voluntary contributions (AVC’s)

Members’ AVC’s are invested together with the main assets of the Trust.
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13. Investment reconciliation

Market value at Purchases at Sales Change in Market value at

6 April 2024 cost proceeds market value 5 April 2025
£'000 £'000 £'000 £'000 £'000
Pooled investment vehicles 1,358,619 276,366 (58,159) 28,696 1,605,522
Cash deposit 1,060 947
1,359,679 1,606,469

There are no investments that are not allocated to members.
14. Pooled investment vehicles (PIVs)

The market value of investments at 5 April 2025 can be analysed as follows:

£°000 £°000
Equity funds

Aviva My Money BlackRock (10:80:10) Currency Hedged Global Equity (Aquila C) Fund 104,308 93,382
Aviva My Money BlackRock UK Equity Index (Aquila Connect) Fund 25,679 23,503
Aviva My Money BlackRock US Equity Index (Aquila Connect) Fund 30,267 17,701
Aviva My Money BlackRock European Equity Index (Aquila Connect) Fund 4,640 3,817
Aviva My Money BlackRock Japan Equity Index (Aquila Connect) Fund 2,191 1,903
Aviva My Money BlackRock Pacific Rim Equity Index (Aquila Connect) Fund 1,539 1,515
Aviva My Money BlackRock Emerging Markets Equity Index (Aquila Connect) Fund 3,146 2,380
Aviva My Money Legal & General (PMC) Ethical Global Equity Index Fund - 10,876
Aviva My Money Legal & General Investment Management Future World Fund 1,905 1,135
Aviva My Money HSBC Islamic Global Equity Index 51,822 34,989
Aviva My Money Legal & General (PMC) FTSE4Good Developed Equity Index 14,429 -
Fixed income funds

Aviva My Money BlackRock Over 5 Year Index Linked Gilt Index (Aquila Connect) Fund 5,295 5,636
Aviva My Money BlackRock Over 15 Year Gilt Index Tracker Fund 551 410
Aviva My Money BlackRock Corporate Bond All Stocks Index (Aquila Connect) Fund 789 683
Aviva My Money BlackRock Institutional Sterling Liquidity Fund 20,352 17,956
Aviva My Money Legal and General (PMC) Future World Annuity Aware 6,317 6,667
Aviva My Money BlackRock ESG Oversea Corporate Bond Index 3 -
Multi-asset funds

Aviva My Money Diversified (50:50 L&G DIV / Insight BOF)' Growth Fund 15,995 16,513
Aviva My Money Legal & General (PMC) Diversified Fund 4,329 4,258
Aviva My Money Legal & General (PMC) Retirement Income Multi-Asset Fund 5,477 5,418
Aviva My Money BlackRock Target Dated Fund 2023 12,835 14,619
Aviva My Money BlackRock Target Dated Fund 2024 6,592 12,261
Aviva My Money BlackRock Target Dated Fund 2025 22,633 20,179
Aviva My Money BlackRock Target Dated Fund 2026 30,031 22,909
Aviva My Money BlackRock Target Dated Fund 2027 26,856 23,867
Aviva My Money BlackRock Target Dated Fund 2028 32,685 26,402
Aviva My Money BlackRock Target Dated Fund 2029 31,106 25,884
Aviva My Money BlackRock Target Dated Fund 2030 36,146 29,098
Aviva My Money BlackRock Target Dated Fund 2031 39,611 32,268
Aviva My Money BlackRock Target Dated Fund 2032 37,739 31,114
Aviva My Money BlackRock Target Dated Fund 2033 36,397 31,811
Aviva My Money BlackRock Target Dated Fund 2034 36,084 31,194
Aviva My Money BlackRock Target Dated Fund 2035 38,318 33,584
Aviva My Money BlackRock Target Dated Fund 2036 36,266 32,031
Aviva My Money BlackRock Target Dated Fund 2037 37,348 33,341
Aviva My Money BlackRock Target Dated Fund 2038 36,820 31,716
Aviva My Money BlackRock Target Dated Fund 2039 35,010 29,110
Aviva My Money BlackRock Target Dated Fund 2040 to 2082 773,927 648,407
With profits funds

Prudential With Profits Fund 84 82

1,605,522 1,358,619

'L&G Div - Legal and General Diversified Fund, BOF - Broad Opportunities Fund.
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15. Concentration of investment risk

The assets of the Trust are mainly invested in unit linked insurance funds provided by Aviva Life and
Pensions UK Limited. The following fund represents an investment of 5% or more of the Trust’s total
net assets as at 5 April 2025:

Fund Allocation

Aviva My Money BlackRock (10:80:10) Currency Hedged Global Equity (Aquila Connect) Fund 6.50%
16. Transaction costs
Transaction costs include fees, commissions, stamp duty and other duties. Indirect transaction costs
are incurred through the bid-offer spread on investments within pooled investment vehicles. The
amount of indirect transaction costs are not separately provided to the Trust. There are no direct
transaction costs incurred by the Trust.
17. Investment fair value hierarchy
The fair value of investments has been determined using the following fair value hierarchy:

Level (1) - the quoted price for an identical asset in an active market.

Level (2) - when quoted prices are unavailable, the price of a recent transaction for an identical asset
adjusted if necessary or observable market data.

Level (3) - where a quoted price is not available and recent transactions of an identical asset on their
own are not a good estimate of fair value, the fair value is determined by using a valuation technique
which uses non-observable data.

The Trust’s investment assets and liabilities have been fair valued using the above hierarchy levels
as follows:

At 5 April 2025 Level (1) Level (2) Level (3) Total
£°000 £°000 £°000 £°000

Pooled investment vehicles - 1,605,439 83 1,605,522
Cash 947 - - 947
Total 947 1,605,439 83 1,606,469
At 5 April 2024 Level (1) Level (2) Level (3) Total
£°000 £000 £°000 £°000

Pooled investment vehicles - 1,358,537 82 1,358,619
Cash 1,060 - - 1,060
Total 1,060 1,358,537 82 1,359,679

18. 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 defaulting on an obligation.

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

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.

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 Trust has exposure to these risks because of the investments it makes to implement its
investment strategy described in the Trustee’s report on page 9. The Trustee manages investment
risks, including credit risk and other market risks, within agreed risk limits which are set taking into
account the Trust’s strategic investment objectives relative to its liabilities. These investment
objectives and risk limits are implemented through the investment management agreements in place
with the Trust’s investment managers and are monitored by the Trustee through quarterly reviews
of the investment strategy and performance with the Trustee’s Investment Consultant.

Further information on the Trustee’s approach to risk management and the Trust’s exposures to
credit and market risks are set out below:

Direct credit risk

The Trust is subject to direct credit risk in relation to Aviva through its holding in unit linked
insurance funds.

Aviva is authorised by the Prudential Regulation Authority and regulated by the Prudential
Regulation Authority and the Financial Conduct Authority. Aviva maintains separate funds for its
policy holders. In the event of default by Aviva the Trust is not protected by the Financial Services
Compensation Scheme.

23



Rolls-Royce Retirement Savings Trust - Trustee’s annual report and financial statements

Indirect credit and market risks

The Trust is also subject to indirect credit and market risk arising from the underlying investments
held in the range of unit linked insurance funds made available to members. The funds which have
significant exposure to these risks are set out below:

Foreign
exchange
risk

Aviva My Money BlackRock (10:80:10) Currency Hedged v
Global Equity (Aquila Connect) Fund

Aviva My Money BlackRock UK Equity Index (Aquila Connect) v
Fund
Aviva My Money BlackRock US Equity Index (Aquila Connect) v
Fund

Credit Interest Other

rate risk price risk

risk

Aviva My Money BlackRock European Equity Index (Aquila v ) v
Connect) Fund

Aviva My Money BlackRock Japan Equity Index (Aquila v
Connect) Fund

Aviva My Money BlackRock Pacific Rim Equity Index (Aquila v
Connect) Fund

Aviva My Money BlackRock Emerging Markets Equity Index v
(Aquila Connect) Fund

Aviva My Money Diversified (50:50 Legal & General v v v v
Diversified/Insight BOF) Growth Fund

Aviva My Money Legal & General (PMC) Diversified Fund v v v v

Aviva My Money Legal & General (PMC) Retirement Income v v v v
Multi-Asset Fund

Aviva My Money BlackRock Over 5 Year Index Linked Gilt v ) v )
Index (Aquila Connect) Fund

Aviva My Money BlackRock Over 15 Year Gilt Index Tracker v
Fund

Aviva My Money BlackRock Corporate Bond All Stocks Index
(Aquila Connect) Fund v - v _

Aviva My Money Legal & General (PMC) FTSE4Good v
Developed Equity Index Fund

Aviva My Money Legal & General Investment Management v v v
Future World Fund

Aviva My Money HSBC Islamic Global Equity Index Fund v

Aviva My Money BlackRock Institutional Sterling Liquidity v
Fund

Aviva My Money Legal and General (PMC) Future World
Annuity Aware

Aviva My Money Legal & General Future World v _ v
Aviva My Money BlackRock ESG Overseas Corporate Bond

Aviva My Money BlackRock Target Dated Fund 2023 to 2039
Aviva My Money BlackRock Target Dated Fund 2040 to 2082
Prudential With Profits Fund

AN NN
\
\
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The analysis of these risks as set out above are at a Trust level. Member level risk exposures will
depend on the funds invested in by members.

The Trustee has selected the above funds and considered the indirect risks in the context of the
investment strategy described in the Trustee’s report.

19. Self-investment
The Trust did not hold any direct employer related investments during the year or at the end of the
year, although limited employer related investments may occur through pooled investment vehicles

where specific exclusions are not possible.

20. Current assets

£'000 £'000

Bank balances 1,534 2,366
Other debtors 613 609
2,147 2,975

Included in the bank balance is £79,487 (5 April 2024: £47,633) which is not allocated to members.
Included in other debtors are contributions payable by the Company amounting to £nil (5 April 2024:
£30,421).

21. Current liabilities

£'000 £'000
Other creditors and accruals (2,092) (2,971)
(2,092) (2,971)

Included in other creditors and accruals are benefit payments due of £2,067,198 (5 April 2024:
£2,527,209) which are allocated to members. The remaining other creditors and accruals are not
allocated to members.

22. Related parties
At 5 April 2025:

e 7 Trustee directors were active members of the Trust;
e 1Trustee director was a Trustee director of another Company pension arrangement; and
e All Trustee directors were employed by the sponsoring employer.

Contributions in respect of the Trustee directors have been paid in accordance with the Payment
Schedule. Contributions due from the Company at the end of the Trust year are reported in note 20
above. These were paid after the end of the Trust year in accordance with the Payment Schedule.
There were no other disclosable related party transactions during the year.
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Summary of contributions payable under the Payment Schedule

This summary of contributions has been prepared on behalf of, and is the responsibility of, the Trust’s
Trustee. It sets out the employer and member contributions payable to the Trust under the Payment
Schedule dated 4 June 2023.

Contributions payable under the Payment Schedule in respect of the Trust year £'000
Employer:
Normal contributions 226,872
Contributions in respect of life assurance premiums 7,713
Contributions in respect of expenses 349
Member:
Normal contributions 7,150
Contributions payable under the Payment Schedule (as reported by the Trust auditor) 242,084

Reconciliation of contributions

Reconciliation to contributions payable under the Payment Schedule reported in the non-
statutory financial statements in respect of the Trust year:

Contributions payable under the Payment Schedule (as above) 242,084
Contributions payable in addition to those due under the Payment Schedule (and not reported
on by the Trust auditor):

Member additional voluntary contributions 29,374

Total contributions reported in the non-statutory financial statements 271,458

Employer contributions include contributions payable by the employer where the employee is in the
salary sacrifice arrangement.

26



Rolls-Royce Retirement Savings Trust - Trustee’s annual report and financial statements

Independent auditor’s statement about contributions

We have examined the summary of contributions to the Rolls-Royce Retirement Savings Trust for
the Trust year ended 5 April 2025 which is set out on page 26.

In our opinion contributions for the Trust year ended 5 April 2025 as reported in the Summary of
Contributions and payable under the Payment Schedule have in all material respects been paid at
least in accordance with the Payment Schedule dated 4 June 2023.

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 have in all material respects been
paid at least in accordance with the Payment Schedule. This includes an examination, on a test basis,
of evidence relevant to the amounts of contributions payable to the Trust and the timing of those
payments under the Payment Schedule.

Respective responsibilities of Trustee and the Auditor

As explained more fully in the Trustee’s responsibilities statement, the Trust’s Trustee is responsible
for securing that a Payment Schedule is prepared, maintained and from time to time revised and for
monitoring whether contributions are made to the Trust by the employer in accordance with the
Payment Schedule.

It is our responsibility to provide a Statement about Contributions paid under the Payment Schedule
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 Trusts (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.

Deloitte LLP

Statutory Auditor
Birmingham, UK

Date: 25 September 2025
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Appendix 1 - Chairperson’s annual governance
statement
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Chairperson’s annual governance statement

Defined Contribution (DC) pension arrangements are subject to governance requirements
which aim to help members achieve good outcomes from their retirement savings. In
accordance with legislation set out in Regulation 23 of The Occupational Pension Schemes
(Scheme Administration) Regulations 1996 (as amended) the Trustee of the Rolls-Royce
Retirement Savings Trust is required to produce a yearly statement (which is signed by the
Chair of the Trustee) to demonstrate how the following governance requirements have been
met for inclusion in the Trustee’s annual report:

e Which investment option(s) the members’ funds are invested in;

e What charges and transaction costs are borne by members;

e Outline of the requirements for processing core financial transactions;

e Provision of an illustration of the cumulative effect of these costs and charges;
e An estimation of the net returns of the investment options;

e A “value for members” assessment;

e An evaluation of the Trustee’s knowledge and understanding.

This annual governance statement covers the period 6 April 2024 to 5 April 2025 and will be
made available to members through the Rolls Royce Retirement Savings Trust - Annual
Trustee Newsletter website as well as being notified to members in the distribution of both
the annual benefit statement and annual Trustee newsletter.

The default investment arrangements
The Rolls-Royce Retirement Savings Trust continues to act as a “Qualifying Scheme” for
Rolls-Royce plc in order to fulfil its obligations for auto enrolment.

Members who join the Trust, but do not make any investment choices, automatically enter
the default investment programme. The Trustee remains responsible for investment
governance, which includes setting and monitoring the investment strategy for the default
arrangements. Details of the rationale for the default investment programmes can be found
in a document called the “Statement of Investment Principles” (“SIP”). The Trust’s SIP is
appended to the Trustee’s annual report and financial statements. The aims and objectives
of the default arrangements, as stated in the SIP, are as follows:

e To make available a range of investment funds and strategies that should enable
members to tailor their own investment strategy to meet their own individual needs,
should they wish to do so;

e Offer individual funds and retirement date targeted lifestyle strategies which
facilitate diversification and long-term capital growth;

o Offer funds and lifestyle strategies that enable members to reduce risk in their
investments as they approach retirement;

o Offer funds which mitigate the impact of sudden and sustained reductions in capital
values, or rises in the cost of providing benefits at retirement (cash, annuity purchase
or drawdown);
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e To structure the range of funds and lifestyle strategies to provide a suitable number
of funds and present this range in a manner which may make it easier for members
to make investment decisions;

e To provide a default investment option for members until they make their own
investment decision.

The Trustee carries out regular reviews of the appropriateness and performance of the
default investment strategy with the support of its investment consultant Mercer Limited
(“Mercer”). Typically, these reviews comprise quarterly reviews of investment performance
and an annual review of the aims, objectives, and policies in the Trust’s SIP. The quarterly
reviews include an analysis of fund performance to check that the risk and return levels still
meet the Trust’s objectives. The Trustee also undertakes strategic reviews in response to
specific events such as changes in member demographics, member activity and retirement
experience, and developments affecting the investment funds used in the default investment
strategy. Strategic reviews are undertaken at least every three years. The default investment
strategy was not reviewed during the period covered by this statement, with the last change
implemented in June 2023 when the default funds were moved to the current BlackRock
target date funds. The Trustee is satisfied that this default investment strategy is still
appropriate and consistent with the aims, objectives, and policies in the Trust’s SIP. The next
review of the default investment strategy is expected to commence in December 2025.

Following a review of the self-select investment range in conjunction with Mercer, the
Trustee added four new individual funds during the scheme year, including the growth and
retirement components of the default investment programme and two passive tracker funds
with overseas bond exposure.

Requirements for processing core financial transactions

The Trustee has appointed Aviva as its administrator and has a non-contractual service level
agreement (“SLA”) in place, which covers the timeliness and accuracy of all “core” financial
transactions, as well as the adequacy of its internal controls. This includes the investment of
contributions into the Trust, the transfers of assets between different investments within the
Trust, processing of the transfer of member assets into and out of the Trust, and the payment
of benefits to Trust members and/or their beneficiaries. Aviva processes financial
transactions in accordance with the service agreement with the Trustee, who review Aviva’s
performance each quarter against those service levels.

During the period covered by this annual statement, Aviva continued to measure member
satisfaction by providing the Trustee with both end-to-end service times in resolving
member requests and obtaining feedback, as well as more traditional service levels, which
measure the time taken to complete individual tasks. Under the former measure, the average
case completion time improved to 10 working days during the year. In respect of the
traditional service levels, which is to process 95% of cases within five working days, Aviva
achieved this service level in around 93.4% of all cases, but with 98.8% achieved in respect
of core financial transactions, such as contribution payments, transfers, retirements, and
death cases. The Trustee has continued to review Aviva’'s performance through quarterly
service reports and monthly administration meetings.

Aviva also provides an annual report on its internal controls undertaken by an independent
business assurance specialist. The last report produced was for the year to 31 December
2024, which amongst other things covered the processing and service levels of core
financial transactions (including daily monitoring of bank accounts, a dedicated
contributions processing team, and two individuals checking all investment and banking
transactions), cyber security and business continuity, as well as annual data checks. This
report did not highlight any significant concerns.

As a result of the quarterly reviews, internal controls report and the annual external audit,
the Trustee is satisfied that over the period covered by this statement, the administrator was



operating appropriate procedures, checks, and controls. There have been no material
administration errors in relation to processing core financial transactions; and all core
financial transactions have been processed both accurately and promptly. The risk and audit
sub-committee and an ongoing quarterly compliance report also provides additional
assurance on governance, which covers various activities the Trustee must oversee involving
board governance, funding and investment, administration, regulatory reporting under the
new general code of practice, data protection and cyber security.

Member-borne charges and transaction costs

The Trustee is also required to set out in this statement the on-going charges borne by
members for investing in each fund. These include the platform and administrative fees
charged by Aviva in addition to the investment management and administrative fees charged
by the underlying investment manager. This is also known as the Total Expense Ratio (“TER”).
The table below shows the TERs of the funds available in the Trust during the year. The
Trustee is also required to separately disclose transaction cost figures that are borne by
members. In the context of this statement, the transaction costs shown are those incurred
when the Trust’s fund managers buy and sell assets within investment funds. The absolute
charge payable by members is a function of the size of their investment in a fund and will,
therefore, change over time.

The charges and transaction costs have been supplied by Aviva who act as the Trust’s
investment manager and platform provider. Estimated transaction costs are also shown in
the table below. When preparing this section of the statement the Trustee has taken account
of the relevant statutory guidance. Transaction costs are calculated in accordance with
“slippage cost” methodology prescribed by the Financial Conduct Authority. The slippage
cost methodology calculates the transaction cost of buying or selling an investment as the
difference between the price at which an investment is valued immediately before an order
is placed into the market and the price at which it is traded. Where transaction costs are
shown as negative, this is because the average price at which units were traded was more
favourable to members than the price at which orders were placed.

Investment Fund TERs Annual estimated
manager per year transaction cost
BlackRock Target Date Fund 2024-2082t 0.30% 0.0420% - 0.1958%
BlackRock (10:80:10) Currency Hedged Global Equity 0.24% -0.0045%
BlackRock Institutional Sterling Liquidity 0.15% 0.0103%

LGIM / Insight Diversified Growth (50:50 LGIM Div'/IBOF?) 0.61% 0.1018%

LGIM Retirement Income Multi Asset 0.45% 0.0588%
BlackRock BlackRock Growth* 0.31% 0.0578%
BlackRock BlackRock Retirement* 0.27% 0.0493%
BlackRock Over 5 Year Index-Linked Gilt Index 0.16% -0.0173%
BlackRock Over 15 Year Gilt Index 0.15% -0.0009%
BlackRock UK Equity Index 0.23% 0.1145%
BlackRock US Equity Index 0.17% -0.0234%
BlackRock European Equity Index 0.18% 0.0628%
BlackRock Japanese Equity Index 0.17% -0.0105%
BlackRock Pacific Rim Equity Index 0.17% -0.0078%
BlackRock Emerging Markets Equity Index 0.41% 0.0000%
BlackRock Corporate Bond All Stocks Index 0.17% 0.0020%
BlackRock Overseas Government Bond Index 0.17% 0.0053%
BlackRock ESG Overseas Corporate Bond Index 0.26% 0.0082%

HSBC Islamic Global Equity Index 0.45% 0.0112%

LGIM FTSE4Good Developed Equity Index® 0.30% 0.0032%

LGIM Future World 0.43% 0.1232%

LGIM Diversified 0.34% 0.0374%

t Individual TDF vintages for each year in line with a member’s selected retirement date
'"LGIM Diversified fund / 2Insight Broad Opportunities Fund
3 Formerly called the Ethical Global Equity Index



Other than the TER and any transaction costs, members do not currently pay any other
charges in relation to the Trust, e.g., for governance, administrative or advisory fees.

The individual funds used in the current TDF default investment strategy are marked with an
asterisk in the table above. The TER payable under the TDF default investment programmes
are broadly the same regardless of the mix of funds on any date, which automatically
changes depending on how many years a member is away from their own retirement age.

All the available investment options in the Trust including the default investment strategy,
will comply with charge cap legislation limiting charges to 0.75% a year.

Over time the charges and transaction costs that are taken out of a member’s retirement
savings can reduce the amount available to the member at retirement. The Trustee has set
out below illustrations of the impact of charges and transaction costs on different investment
options in the Trust.

The illustrations have been prepared in accordance with the DWP’s statutory guidance on
“Reporting costs, charges and other information: guidance for trustees and managers of
occupational pension schemes” on the projection of an example member’s pension savings.

As each member has a different amount of savings within the Trust and the amount of any
future investment returns and future costs and charges cannot be known in advance, the
Trustee has had to make a number of assumptions about what these might be. The
assumptions are explained below:

The “before costs” figures represent the savings projection assuming an investment return
with no deduction of member borne fees or transaction costs.

The “after costs” figures represent the savings projection using the same assumed
investment return but after deducting member borne fees and an allowance for transaction
costs.

The transaction cost figures used in the illustration are based on those provided by the
managers over the past five years.

Fund BlackRock Target Date Fund 2075*
Default Investment Programme
Growth 5.5% a year
Costs 0.30% a year
At end of year Projected value without costs. Projected value with costs.

1 £1,210 £1,200
2 £2,450 £2,440
3 £3,720 £3,700
4 £5,040 £5,000
5 £6,390 £6,330
10 £13,800 £13,500
15 £22,300 £21,700
20 £32,100 £30,900
25 £43,500 £41,400
30 £56,700 £53,400
35 £71,900 £66,900
40 £89.400 £82,300
45 £110,000 £99,700
50 £133,000 £120,000

*The BlackRock Target Date Funds are based on annual vintages from 2024-82 inclusive. The 2075
vintage best illustrates the suggested timeframe for the growth cost projection.



Diversified Growth BlackRock

(50:50 L&G Div'/Insight BOF?) Institutional Sterling Liquidity
4.00% a year 2.00% a year
0.61% a year (Highest Cost) 0.15% a year (Lowest cost)
At end of Projected value Projected value with Projected Projected value with
year without costs. costs. value without costs.
costs.
1 £1,210 £1,210 £1,180 £1,180
2 £2,480 £2,480 £2,360 £2,360
3 £3,810 £3,800 £3,530 £3,520
4 £5,190 £5,170 £4,700 £4,680
5 £6,630 £6,610 £5,860 £5,830
10 £14,900 £14,700 £11,600 £11,500
15 £25,000 £24,800 £17,200 £16,900
20 £37,700 £37,100 £22,600 £22,200
25 £53,300 £52,300 £27,900 £27,400
30 £72,700 £70,900 £33,100 £32,300
35 £96,800 £93,900 £38,200 £37,100
40 £127,000 £122,000 £43,100 £41,700
45 £164,000 £157,000 £47,900 £46,200
50 £209,000 £200,000 £52,600 £50,600

'LGIM Diversified fund / 2Insight Broad Opportunities Fund

Values shown are estimates and are not guaranteed, with the current TDF default investment
programme shown together with the lowest and highest charging self-select fund outside
the default programme. The illustrations do not indicate the likely variance and volatility in
the possible outcomes from each fund.

The numbers shown in the illustration are rounded to the nearest £100 for simplicity.
Projected fund values are shown in today’s terms, and do not need to be reduced further
for the effect of future inflation. The above illustrations have been produced by Aviva in line
with statutory guidance. The illustration assumes contributions of £100 a month increasing
in line with earnings inflation of 2.5% a year. All figures are shown in today’s prices. Salaries
could be expected to increase above inflation to reflect members becoming more
experienced and being promoted. However, the projections assume salaries increase in line
with inflation to allow for prudence in the projected values. The starting pot size used is
£0.00. The projection is for 50 years, being the approximate duration that the youngest
scheme member has until they reach the scheme’s Normal Pension Age. The projected
annual returns above inflation and costs used are highlighted in each illustration for each
fund. No allowance for active management has been made.

Investment returns

This section states the annual return, after the deduction of member borne charges and
transaction costs, for all default arrangements and investment options that members are
able, or were previously able, to select and in which members’ assets were invested during
the scheme year. When preparing this section of the statement the Trustee has taken
account of the relevant statutory guidance.

For the arrangements where returns vary with age, such as for the current TDF default
investment strategy available to members, the returns are shown below for a member aged
25, 45 and 55 at the start of the period:

Default Investment Strategy 1year % 5 years %
Age of member at start of period annually Annually
25 7.7% a year 14.5% a year
45 4.4% a year 7.5% a year

55 4.4% a year 7.2% a year



For the self-select investment funds, the net returns over periods to scheme year end are

estimated as follows:

Investment manager 1Year % 5 years %
and fund annuall annuall
BlackRock Target Date Fund 2024-2082* 2.8%-3.1% Not available
BlackRock (10:80:10) Currency Hedged Global Equity 7.7% 14.5%
BlackRock Institutional Sterling Liquidity 5.0% 2.4%
LGIM / Insight Diversified Growth (50:50 LGIM Div!/IBOF?) 11% 1.8%
LGIM Retirement Income Multi Asset 4.0% 5.0%
BlackRock Growth* Not available Not available
BlackRock Retirement* 2.7% Not available
BlackRock Over 5 Year Index-Linked Gilt Index -10.3% -9.7%
BlackRock Over 15 Year Gilt Index -7.4% -12.6%
BlackRock UK Equity Index 9.6% 11.5%
BlackRock US Equity Index 5.1% 16.7%
BlackRock European Equity Index 4.2% 12.8%
BlackRock Japanese Equity Index -2.7% 8.1%
BlackRock Pacific Rim Equity Index -5.8% 7.6%
BlackRock Emerging Markets Equity Index 8.4% 7.1%
BlackRock Corporate Bonds All Stocks Index 2.1% 0.00%

BlackRock Overseas Government Bond Index
BlackRock ESG Overseas Corporate Bond Index

Not available
Not available

Not available
Not available

HSBC Islamic Global Equity Index 3.6% 16.3%
FTSE4Good Developed Equity Index® 2.5% 15.0%
LGIM Future World 4.3% 13.4%
LGIM Diversified 4.4% 6.4%

t Individual TDF vintages for each year in line with a member’s selected retirement date
'LGIM Diversified fund / 2Insight Broad Opportunities Fund
3Formerly called the Ethical Global Equity Index

The funds used within the current default investment strategy are marked with an asterisk in
the table above. Aviva has confirmed that no information is available for individual funds that
have been added within the past 12 months but will be available in future. The charges
assumed are those currently applicable to a single contribution of £10,000 paid in at the
beginning of the reporting period. Returns are the annualised, geometric mean over the
time periods displayed. For example, if a net fund return over a five-year period was 15.9%
this would be shown as 3.00% in the ‘5 years’ column. Returns are net of all costs and charges
borne by members, including platform or product administration charges, fund management
charges, additional fund expenses and transaction costs. When comparing charges, it is
important to ensure that comparator schemes have included all charges, including any initial
contribution-based charges. The net returns reflect the current charge arrangement. These
charges could vary in the future.

For age specific returns, a normal retirement age of 65 has been used. Please note when
comparing returns with a comparator scheme that has chosen a later retirement age this will
generally inflate the comparator scheme returns.

Value for members assessment

Within this annual statement the Trustee is also required to assess the extent to which the
member-borne charges and transaction costs represent good value for members. It is
difficult to give a precise legal definition of “good value,” but the Trustee considers its
quarterly review of Aviva’s performance against the service levels described above as a
suitable measure, because the TERs include the platform and administrative fees charged by
Aviva. Following the ongoing close monitoring of Aviva’s service levels by the Trustee, the
Trustee considers the combination of costs and the quality of what is provided in return for
those costs is appropriate for the Trust’s membership, when compared to the other options
currently available in the market.



The assessment was undertaken taking account of the Pensions Regulator’s regulation 23 of
The Occupational Pensions Schemes (Scheme Administration) Regulations 1996 and new
General Code of Practice (Communications and disclosure: Information to members), which
came into effect on 27 March 2024. The Trustee reviews all member-borne charges
(including transaction costs where available) annually, with the aim of ensuring that members
are obtaining value for money given the circumstances of the Trust. The date of the last
review was 19 December 2024. The Trustee also notes that value for money does not
necessarily mean the lowest fee, and the overall quality of the service received has again
been considered in this assessment. The Trustee will continue to a review the TERs for value
for money and following agreement with BlackRock in June 2023, the platform charge will
automatically reduce by a further 0.01% when the overall fund value reaches £2bn.

The Trustee also reviews, on a quarterly basis, the appropriateness and performance of the
funds offered to members. Where the funds offered to members are highly rated and are
believed to offer competitive TERs, the Trustee considers that the funds continue to offer
good value for members and remain consistent with the stated investment objectives and
benchmarks set in the SIP.

Finally, while carrying out a value for money assessment, the Trustee also considers the other
benefits members receive from the Trust, including the quality of support services provided
by Aviva in terms of its website and the quality of the communications. Following the
successful implementation of the self-select investment changes, the earlier release of the
annual benefit statements and improvements to both the retirement modeller and the annual
investment “snapshot” tool, the Trustee is satisfied with the service members receive. The
Trustee also monitors the quality and efficiency of Aviva’s administration processes and
believe the transaction costs provide value for members as the ability to transact efficiently
forms an integral part of the investment approach, and the Trustee expects this to lead to
greater investment returns net of fees over time. Overall, the Trustee believes that members
of the Trust are receiving good value for money based on the costs and charges that they
incur. The Trustee continues to engage with Aviva regarding new developments to its
regular and annual communications to help further improve the member experience.

Trustee knowledge and understanding

The Trustee is required in accordance with sections 247 and 248 of the Pensions Act 2004,
to maintain an appropriate level of knowledge and understanding that, together with
professional advice, enables it to properly exercise its functions and duties in helping to run
the Trust effectively. Each Trustee Director must:

e Be conversant with the Trust’s Deed and Rules and its SIP and any other document
recording policy adopted by the Trustee relating to the administration of the Trust
generally;

e Have, to the degree that is appropriate for the purpose of enabling the individual
properly to exercise his or her functions as a Trustee Director, knowledge and
understanding of the law relating to pensions and trusts and the principles relating
to investment of the assets of an occupational pension arrangement.

In addition, the Trustee Directors of schemes that are subject to the Climate Change
Governance and Reporting Requirements in Part 1 of the Schedule to the Occupational
Pension Schemes (Climate Change Governance and Reporting) Regulations 2021 must have
knowledge and understanding of the identification, assessment and management of risks
and opportunities relating to climate change for occupational pension schemes, including
risks and opportunities arising from steps taken because of climate change. The Trustee has
measures in place to comply with the legal and regulatory requirements regarding
conversance and knowledge and understanding. Details of how the conversance and
knowledge and understanding requirements have been met during the period covered by
this statement are set out below.



In line with best practice, the Trustee maintains an individual training plan and
register to record all training and development activities with a view to achieving a
minimum of 15 hours continuing trustee development each year. Both the training
plan and the continuing professional development register are reviewed annually to
ensure it is up to date and to highlight and address any potential gaps in knowledge
and understanding. The last review was conducted on 20 March 2025;

The Trust has in place a structured induction process designed for new Trustee
Directors, which includes designated sessions on the history of the Trust, investment,
discretionary cases and the format and structure of meetings. During the period of
this statement, induction training was completed for a new Company Appointed
Director. Additional training is also provided to address specific gaps in initial
knowledge and understanding;

Trustee Directors are expected to complete the Pensions Regulator’s Trustee Toolkit
within six months of appointment, either at the relevant meetings or by personal
study (the Trustee Toolkit is a free online learning programme from the Pensions
Regulator aimed at trustees of occupational pension schemes and designed to help
trustees meet the minimum level of knowledge and understanding required by law).
At the date of this statement, all the Trustee directors are compliant with this
requirement and have completed the Pension Regulator’s Trustee Toolkit within the
required time limit. In addition, Trustee Directors are expected to complete the
Pensions Regulator’s Pension Scams Module;

All the Trustee Directors are familiar with and have access to copies of the current
Scheme governing documentation, including the Trust Deed and Rules, the SIP and
key policies and procedures. In particular, the Trustee refers to the Trust Deed and
Rules as part of considering and deciding to make any changes to the Trust and,
where relevant, deciding individual member cases, and the SIP is formally reviewed
annually as part of making any change to the Trust’s investments;

The Trustee, with the help of its advisers, also regularly considers training
requirements to identify any additional knowledge gaps. The Trustee’s advisers
would typically deliver training on such matters at Trustee meetings if they were
material and the Trustee’s investment advisers proactively raise any changes in
governance requirements and other relevant matters as they become aware of them.
The Trustee receives focussed training and advice from its appointed advisors in
advance of making significant decisions, e.g., from its legal advisor before signing a
trust deed, or from its investment consultant before authorising its agreement to a
bulk transfer of members from one investment to another within the Trust. During
the period covered by this statement, such training was provided by Mercer on
climate change scenario analysis and metrics, as well as attendance by the Trustee
Directors at multiple sessions of the Pension & Lifetime Savings Association’s annual
conference as part of the annual Trustee strategy event;

The Trustee undertakes an annual review of the support and advice it has received
from its appointed advisors. During the period of this statement, the annual review
was conducted on 19 December 2024, with the help of a self-assessment
questionnaire and subsequent recommendations in order to meet the Pension
Regulator’s new general code of practice;

On an annual basis the Trustee also assesses its effectiveness using the Pensions
Regulator’s code of practice on governance and administration of occupational
trust-based schemes providing money purchase benefits. Any gaps in knowledge
and understanding identified during this assessment are added to the training plan.
The current Trustee Board has a range of wider skills and experience which benefit
the running of the Trust including auditing, project and financial management,



technical inspection, service procurement, employee relations, negotiation, and
regulatory compliance. During the year, an independent board effectiveness review
was conducted by Willis Towers Watson. This reported a significant number of
observed strengths in respect of the Trustee Board’s governance, management,
decision making and approach to risk. Moreover, some of the areas of improvement
identified have also now been addressed and implemented.

e In addition, a Trustee strategy event was conducted on 17 October 2024, where the
Trustee Board considered the wider skills, future objectives, and strategy alongside
other related matters, including post-retirement decumulation.

In light of the above, the Trustee Directors consider that they have sufficient knowledge and
understanding of the law relating to pensions and trusts, as well as the relevant principles
relating to the funding and investment of occupational pension schemes to fulfil all their
duties. When combined with advice and support from their appointed specialist advisors
(both in writing and whilst attending meetings), the Trustee Directors can exercise their
function as a trustee board properly and effectively.

Chairperson’s declaration

| confirm that the above statement has been produced by the Trustee and was approved at
a meeting of the Trustee on 25 September 2025.

Mark Porter
Chairperson
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STATEMENT OF INVESTMENT PRINCIPLES

JUNE 2025

ROLLS-ROYCE RETIREMENT SAVINGS TRUST

1. Introduction

The Rolls-Royce Retirement Savings Trust (the “Trust”) is a wholly insured scheme as
defined in Regulation 8 (2) of The Occupational Pension Plans (Investment) Regulations
2005. As aresult, the asset held by the Trustee is the policy of insurance issued by the
Provider. This Statement of Investment Principles (“SIP”) sets out the required principles
governing decisions about the investment options available under this Policy for the Trust
and the reasons why it is a wholly insured scheme. The Pensions Act 1995, and
subsequent legislation, requires the Trustee to document matters in the Statement which
include the Trustee’s policy to choosing investments, the kinds of investments to be held,
the balance between different kinds of investments, risk, the expected return on
investments, the realisation of investments, and such other matters as may be prescribed.

Before preparing this Statement of Investment Principles, the Trustee has consulted with
the Employer (Rolls-Royce PIc) and obtained and considered written professional advice
from Mercer Limited, the Trust’s investment consultants, regarding the Trust’s investment
strategy.

2. The Trustee

The Trustee’s investment powers are set out within the Trust’s governing documentation
and relevant legislation. If necessary, the Trustee will take legal advice regarding the
interpretation of these. The Trustee notes that, according to the law, it has ultimate power
and responsibility for the Trust's investment arrangements. The Trustee will regularly
review the Trust’s investment policies and their implementation against the DC Code of
Practice. The Trustee appoints a professional consultant (the “Investment Consultant”)
to provide them with relevant advice where necessary. The Trustee also takes advice as
appropriate from other professional advisers.

The Trustee remains accountable for the investment of the Trust’s assets, but may
delegate some aspects of the investment arrangements. When determining which
decisions to delegate, the Trustee has taken into account whether it has the appropriate
training and are able to secure the necessary expert advice in order to take an informed
decision.
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4.1

Reasons for the wholly insured approach

A wholly insured scheme is where all the assets (excluding cash held in the Trustee’s
bank account) are held in one or more qualifying insurance policies. The Trustee
continues to consider that a wholly insured approach is an appropriate arrangement,
having regard to the needs of the membership and the preferences of the Sponsoring
Company.

This route enables the Trustee to provide Trust members with access to a comprehensive
range of investment options that are sufficient to meet the Trustee’s objectives (as set out
in 4.1 below). These investment options are managed by a number of leading fund
managers, via a single contractual relationship with the chosen provider, Aviva), who
deliver investment, administration and communications services for the Trust. Fund
switches and manager changes can be processed more efficiently with less risk than
through alternative options, and members gain access to a reasonable range of services
in addition to the Trust’s investment options.

The Trustee will review the continued appropriateness of the wholly-insured approach at
least triennially or more frequently if required.

Investment Policy
Objectives

The Trustee recognises that members have differing investment needs and that these
may change during the course of members’ working lives, which may include different
working patterns post State Pension Age. The Trustee also recognises that members
have different attitudes to risk. The members are responsible for their own investment
decisions based on their individual circumstances. However, the Trustee recognises that
members may not believe themselves qualified to take investment decisions.

The following encapsulates the Trustee’s objectives:

» To make available a range of investment funds and strategies that should enable
members to tailor their own investment strategy to meet their own individual needs.

» Offer funds and strategies that facilitate diversification and long-term capital growth.

» Offer funds and strategies that enable members to reduce risk in their investments as
they approach retirement.

= Offer funds which mitigate the impact of sudden and sustained reductions in capital
values or rises in the cost of providing benefits at retirement (cash, annuity purchase
or drawdown).

= To structure the range of funds and strategies, to provide a suitable number of funds
and present this range in a manner which may make it easier for members to make
investment decisions.

= To provide a default investment option for members until they make their own
investment decisions.
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4.2

The Trustee is responsible for deciding the range of funds and strategies to offer to
members. In determining what types of funds and strategies are offered, the Trustee has
taken investment advice regarding the suitability of investment vehicles considering
factors such as the asset class (or classes), the level of diversification and the nature of
the investment objectives.

However, the Trustee has no influence over the investment aims of each fund used or
how the investment managers choose the underlying investments within each fund. The
assets are pooled with many other investors to obtain economies of scale. Nevertheless,
notwithstanding how the assets of each fund are managed, the Trustee regularly obtains
professional advice to monitor and review the suitability of the funds provided and from
time to time may change the managers or investment options.

The Trustee takes account of what it considers ‘financially material considerations’. The
above, as well Section 4.3 (Risk), sets out the Trustee’s policies in relation to financially
material considerations. The Trustee believes the appropriate time horizon for which to
assess these considerations within should be viewed at a member level. This will be
dependent on the member’s age and when they expect to retire.

Environmental, Social and Corporate Governance (ESG) including Climate
Change

The following encapsulates the Trustee’s ESG beliefs:

e The Trustee believes that environmental, social, and corporate governance
factors can 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.

e The Trustee also recognises that long-term sustainability issues, particularly
climate change, present risks and opportunities that increasingly require explicit
consideration within the investment decision-making process.

The Trustee has given appointed investment managers full discretion in evaluating ESG
factors, including climate change considerations, and exercising voting rights and
stewardship obligations attached to the investments, in accordance with their own
corporate governance policies and current best practice, including the UK Corporate
Governance Code and UK Stewardship Code. Managers are also expected to be
signatories to the United Nations-supported Principle for Responsible Investment (PRI)
unless a suitable reason is provided for not being. As the assets of the Trust are invested
in wholly insured arrangements with investments in pooled vehicles, the Trustee accepts
that the assets are subject to the investment fund managers’ own policies in this area.

The investment managers are also required to provide periodic written reports to the
Trustee regarding their exercise of voting rights on the Trustee’s behalf.

The Trustee believes its key themes and priorities in relation to ESG and sustainability
risks are in relation to:

¢ Environmental: Climate Change
e Governance: Board Diversity
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4.3

Following the DWP's consultation response and outcome regarding Implementation
Statements on 17 June 2022, updated guidance was produced which is effective for all
scheme year-ends on or after 1 October 2022. The updated guidance requires trustees
to include a description of what they believe to be a significant vote within the
Implementation Statement. The Trustee will disclose relevant voting information in their
SIP Implementation Statement in connection with these two key themes.

The Trustee considers how ESG, climate change and stewardship are integrated within
investment processes when appointing new investment managers and monitoring
existing investment managers. The Trustee has set a target that all equity investment
managers be well regarded by Mercer for ESG integration and active ownership, where
possible. Monitoring is undertaken on a regular basis and is documented at least annually.
The Trustee does not take into account ethical views when choosing the funds available
to members and in the investment strategies. However, the Trustee does offer specific
funds in the self-select fund range that are aimed at integrating ESG matters.

The Trustee will engage with the provider and the investment managers as appropriate
and will ask investment managers to include appropriate risk metrics within their portfolio
reporting within the framework of the Financial Stability Board’s Task Force on Climate-
Related Financial Disclosures (TCFD).

The Trustee also periodically reviews the appropriateness of offering individual ESG or
sustainable investment choices available to members.

Implementation and Engagement Policy

4.3.1 Aligning Manager Investments Strategy and Decisions with Trustee’s
policies

Investment managers are appointed based on their capabilities and, therefore, their
perceived likelihood of achieving the expected return and risk characteristics required for
the asset class being selected.

The Trustee will seek guidance from the Investment Consultant, where appropriate, for
their forward-looking assessment of a manager’s ability to outperform over a full market
cycle. This view will be based on the Investment Consultant’'s assessment of the
manager’s idea generation, portfolio construction, implementation and business
management, in relation to the particular investment fund that the Trust offers to its
members. The Investment Consultant's manager research ratings assist with due
diligence and are used in decisions around selection, retention and realisation of manager
appointments. The manager ratings are incorporated into the Trustee’s monitoring
reports.

The Trustee will review an appointment if the investment objective for a manager’s fund
changes to ensure it remains appropriate and consistent with the Trustee’s wider
investment objectives.

For the default option, the Trustee has set out specific risk and return guidelines for the
strategy and the selected manager is contractually obliged to adhere to these guidelines.
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For the self-select range, the Trustee invests in pooled investment vehicles so 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 Trustee accesses funds via a platform, the chosen investment managers’ continued
appointments are based on their success in delivering the mandate for which they have
been appointed to manage. If the Trustee is dissatisfied, then it will look to review the
appointment.

4.3.2 Evaluating Investment Manager Performance

The Trustee receives investment performance reports on a quarterly basis, which present
performance information over 3 months, 1 year, 3 years and 5 years (where available).
The Trustee reviews the absolute performance and relative performance against a
suitable index used as the benchmark and against the manager’s stated target
performance objective for both active and passive managers (over the relevant time
period) on a net of fees basis.

The Trustee focuses on long-term performance but as noted above, may review a
manager’s appointment if:

e The strategic guidelines for the default investment option are not adhered to;
e There are sustained periods of underperformance;

e There is a change in the portfolio manager;

o 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; or

e There is a material change to the process used by the managers that will
impact on its ability to meet the objectives set.

The investment manager is remunerated by way of a fee calculated as a percentage of
assets under management.

4.3.3 Portfolio Turnover Costs

The Trustee receives some Markets in Financial Instruments Directive (MiFID II) reporting
from the investment manager. The Trustee 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 cost, assessing this by comparing portfolio
turnover across the same asset class, on a year-on-year basis for the same fund, or
relative to the manager’s specific portfolio turnover range in the investment guidelines or
prospectus.

The Trustee considers portfolio turnover costs as part of the transaction cost charges
disclosures provided for the annual Value for Members’ assessment.
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4.4

4.3.4 Manager Turnover

The Trustee is a long-term investor and is not looking to change the investment
arrangements on a frequent basis. For open-ended funds, there is no set duration for the
manager selections. The Trustee will therefore retain an investment manager unless:

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

e The basis on which the manager was selected changes materially (e.g.
manager fees or investment process); or

e The manager selected has been reviewed in line with 4.3.2 and the Trustee
decides to terminate the mandate.

e The approach and guidelines agreed with the selected manager for the default
investment option is not adhered to by that manager.

Risk and Return

The Trustee has considered risk from a number of perspectives. Risk is not considered
in isolation, but in conjunction with expected investment returns and outcomes for
members. The risks considered include:

» Risk of capital loss in nominal terms. The protection of capital, in the approach to
retirement, in supporting the provision of benefits from the members’ individual
accounts is considered important and is managed by offering lifestyle options that
naturally reduce risk over time and giving members access to options where loss of
capital might be low.

= Risk of erosion by inflation. If investment returns lag inflation over the period of
membership, the real (i.e.net of inflation) value of the members’ individual accounts
will decrease. The Trustee acknowledges that unexpectedly high future inflation is
likely to cause a reduction in the real value of members’ accounts. Members are
provided with a choice of funds with a number expected to protect the real value of
their savings. The impact is measured by considering long term performance trends.

» Risk of returns from day-to-day management not meeting expectations. This
will lead to lower than expected returns to members. The Trustee recognises that the
use of active investment management involves such a risk and offer a range of
passive options to manage this risk. Manager performance is measured in the
guarterly performance reports.

= Market risk. The value of securities, including equities and interest bearing assets,
can go down as well as up. Members may not get back the amount invested.
However, the Trustee realises that this risk is implicit in trying to generate returns
above that earned by cash and accept this by investing in assets other than cash. The
market risk experienced is considered within the triennial investment strategy reviews,
which is an appropriate timeframe.

» Liquidity risk. Members are able to switch between investments on short notice, and
may withdraw assets from the Trust when leaving employment, retiring or opting out
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5.1

of the Trust. The Trustee has been mindful of these liquidity requirements when
selecting the range of fund options available to members and all options are daily
dealing to mitigate this risk.

= Default risk. The value of interest bearing securities would be at risk if a bond issuer
or licensed deposit taker defaults on their commitments. The Trustee offers options to
members that offer investment grade or above bond investments to manage this risk

= Conversion risk. The costs of converting a member's accumulated defined
contribution account into pension benefits at retirement is influenced by a number of
factors and depends on how the member intends to take their benefits at retirement.

» Environmental, social and corporate governance (ESG) risks. ESG factors
present financially material risks for companies and investors. These risks can take
many forms but are often operational and/or reputational in nature. The Trustee’s
policy on managing these risks is provided in 4.2

= Climate change risk. Climate change is a systemic risk which may materially affect
the financial performance of certain asset classes, sectors and companies.

The Trustee recognises that all forms of investment carry some degree of risk. The
Trustee has considered these risks when setting the investment strategy and ultimately
the choice of funds and strategies made available to members. Fund selections are also
based on the Investment Managers’ perceived likelihood of achieving the expected return
and risk characteristics required for the asset class being selected for. The Trustee
understands that the list is not exhaustive of all the risks that the Trust faces.

The above items are in relation to what the Trustee considers ‘financially material
considerations’. The Trustee believes the appropriate time horizon for which to assess
these considerations within should be viewed at a member level. This will be dependent
on the member’s age and their Selected Retirement Age and allowing for any changes to
retirement age beyond State Pension Age

Investment Strategy
Range of Funds

The Trustee believes, having taken expert advice, that it is appropriate to offer a range of
investment funds and strategies to allow members to tailor their own investment strategy.
The Trustee will determine the range of funds and lifestyle strategies to be made available
to meet a range of member needs taking into account the risks set out above. Members
can combine the investment funds in any proportion in order to determine the balance
between different kinds of investments. This will also determine the expected return on a
member’s assets and should be related to the member’s own risk appetite and tolerances.
Each of the available funds is considered to be diversified across a reasonable number
of underlying holdings / issuers.

A range of asset classes has been made available, including: developed market equities,
emerging market equities, money market investments, gilts, index-linked gilts, diversified
growth funds and pre-retirement funds. Details of the range of funds available, including
fees, benchmark and objectives are set out in the Appendix to the SIP.
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5.2

521

Following an investment strategy review carried out in 2022/23, the Trustee decided to
change the drawdown-targeting default investment option from a lifestyle arrangement to
a Target Date Fund solution and make the two other lifestyle options (targeting annuity
purchase and a cash lump sum at retirement respectively) only available to members that
are already invested in them and are within three years away from retirement as at June
2023.

Default Investment Options
Current Defaults
The Trustee recognises that the Trust has three distinct groups of members:

e Top-up members - who have a Defined Benefit entitlement through a separate
occupational pension arrangement with the Sponsoring Company.

o The Default Investment Option for these members who are within three years
of retirement (as at June 2023) remains as the Cash Lifestyle.

¢ AVC members - who have a Defined Benefit entittement through a separate
occupational pension arrangement with the Sponsoring Company and whose money
purchase AVCs were transferred into the Trust in late 2016; and

e 2008, Energy and Standard (“2008”) members - who have only DC benefits.

o The Default Investment Option for these two cohorts is the Target Date Fund
arrangement.

The aims of the Default Investment Options, and the ways in which the Trustee seeks to
achieve these aims, are detailed below:

- To generate long term growth during the accumulation phase of the strategies whilst
mitigating downside risk.

The default investment options’ growth phase invests in equities and other growth-
seeking assets (through multi-asset diversified growth funds) to reduce the risk of poor
investment outcomes.

- To provide strategies that reduce investment risk for members as they approach
retirement.

As a member’s pot grows, investment risk will have a greater impact on member
outcomes. Therefore, the Trustee believes that a strategy that seeks to reduce
investment risk as the member approaches retirement is appropriate. Moreover, as
members approach retirement, the Trustee believes the primary aim should be to
provide protection against a mismatch between asset values and the expected costs
of retirement benefits.
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2008, Energy and Standard and AVC Members

Based on the Trustee’s understanding of 2008 and AVC members’ circumstances, and
having regard to likely future developments, the Trustee believes that an investment
strategy that targets income drawdown at retirement is likely to reflect a typical member’s
choice of how they take benefits at retirement.

These aims are achieved using a range of Target Date Funds that are deployed as the
main default investment option. This strategy will begin to de-risk 15 years from a
member’s target retirement date. Investments are gradually switched from the Growth
Fund, which aims to maximise members’ returns by providing exposure to growth-seeking
assets, to the Retirement Fund, which aims to preserve capital by protecting against risks.

Top-Up members

Based on the Trustee’s understanding of Top-Up members’ circumstances, the Trustee
believes that an investment strategy that targets full cash withdrawal at retirement is likely
to reflect a typical member’s choice of how they take benefits at retirement.

These aims are achieved via automated lifestyle switches over the 10 year period to a
member’s target retirement date. Investments are gradually switched from the growth
investment with a significant equity basis into Cash, for capital preservation purposes, at
retirement.

This strategy is only available to members that are already invested within it that are less
than 3 years away from retirement as at June 2023.

Further details of the Cash Lifestyle option are set out in the Appendix to the SIP.
5.2.2 Legacy Defaults

Historic changes from previous strategies and moving members to new strategies without
member consent results in these strategies also being determined as ‘default investment
options’ according to legislation and as such, requires additional disclosures. The Annuity
Lifestyle strategy is therefore classed as a legacy default investment option.

Annuity Lifestyle

The Annuity Lifestyle aims to protect members’ investments against annuity price
fluctuations in the run up to retirement and is suitable for members considering taking a
level or fixed annuity in retirement. These aims are achieved via automated lifestyle
switches over the ten year period to a member’s target retirement date. Investments are
gradually switched from the growth investment with significant equity content to the Pre-
Retirement Fund (a fund whose aim is to match ongoing changes in annuity prices) and
Cash, for capital preservation purposes and in the expectation that members will typically
want to take the maximum permitted tax-free cash at retirement.

Further details of the Annuity Lifestyle option are set out in the Appendix to the SIP.



Page 10

The Trustee will continue to review the Default Investment Options over time, taking into
consideration retirement experience and changes in member demographics and apply the
necessary governance actions for default investment options.

5.2.3 Default Policies

The Trustee’s policies in relation to the Default Investment Options are detailed below:

The Default Investment Options manage investment risks through a diversified
strategic asset allocation consisting of traditional and alternative assets. Risk is not
considered in isolation, but in conjunction with expected investment returns and
outcomes for members. In designing the Default Investment Options, the Trustee has
explicitly considered the trade-off between risk and expected returns. All the risks
outlined in Section 4.3 are also considered as part of designing the Default
Investment Options.

Assets in the Default Investment Options take into account the objectives in section
4.1 and the policies in relation in risk in 4.4 and are considered together to ensure
that assets are invested in the best interests of members, taking into account the
profile of members and which investment option would be suitable for them. In
particular, the Trustee considered the make-up of the Trust's membership when
deciding on the Default Investment Options.

Members are supported by clear communications regarding the aims of the Default
Investment Options and the access to alternative investment approaches. If
members wish to, they can opt to choose their own investment strategy on joining but
also at any other future date. Moreover, members do not have to take their retirement
benefits in line with those targeted by the Default Investment Options; the target
benefits are merely used to determine the investment strategy held pre-retirement.

Assets in the Default Investment Options are invested in daily traded pooled funds
which hold liquid assets. The pooled funds are commingled investment vehicles that
are managed by various Investment Managers. The selection, retention and
realisation of assets within the pooled funds are managed by the respective
Investment Managers in line with the mandates of the funds. Likewise, the Investment
Managers have full discretion (within the constraints of their mandates) on the extent
to which social, environmental or ethical considerations are taken into account in the
selection, retention and realisation of investments. The Trustee’s full policies on
social, environmental or ethical considerations are detailed in Section 4.2 of this
statement.

Taking into account the demographics of the Trust's membership and the Trustee’s views
of how the membership will behave at retirement, the Trustee believes that the current
Default Investment Options are appropriate and will continue to review these over time,
at least triennially, or after significant changes to the Trust’s demographic, if sooner. The
Trustee does not take into account member views when choosing the funds available to
members and in the investment strategies.

In time, members that are invested in some of the default investment options will fall to
none. The Trustee is expected to remove these options from the Trust at the appropriate
time.
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5.3

Further details of the Default Investment Options are set out in the Appendix to the SIP.
llliquid investments

The Trustee considers illiquid assets as assets of a type which cannot easily or quickly
be sold or exchanged for cash; including where such assets are invested as a component
of a daily-dealing multi-asset fund. The Trust's default arrangement includes no direct
allocation to illiquid investments or to investments via a collective investment scheme.

The Trustee understands the potential for higher returns and benefits of diversification
benefits relative to more traditional asset classes (such as bonds or equities) that illiquid
assets can offer. While these potential benefits are recognised by the Trustee, they are
also aware of the risks of illiquid assets to members. Given the potential for valuations of
illiquid assets to not reflect their true value at a given time,; the Trustee considers direct
investment into an illiquid asset fund as not currently suitable for members of the Trust.
The Trustee remains comfortable with the funds used in the default, and annually assess
whether the funds used provide value for members.

In selecting investments for the default arrangement, the Trustee uses both qualitative
and quantitative analysis to consider the expected impact of different strategic allocation
mixes. For any future investment, the Trustee carefully considers whether the investment
provides value for members, taking account of the return potential and associated risks.
It is the Trustee’s policy to review the allocation of the default investment strategy on at
least a triennial basis. Such reviews will include whether the incorporation of an allocation
to illiquid asset investments is appropriate, working in tandem with the investment
manager of the default.

Day-to-Day Management of the Assets

The Trustee delegates the day-to-day administration and management of the assets to
the Provider and the underlying investment managers. The Trustee has taken steps to
satisfy themselves that the Provider and underlying fund managers have the appropriate
knowledge and experience for managing the Trust’s investments and they are carrying
out their work competently.

The Trustee regularly reviews the continuing suitability of the Trust's investments
including the appointed Provider and the funds and lifestyle strategies utilised, and these
may be amended from time to time. However, any such adjustments would be done with
the aim of ensuring the overall level of risk is consistent with that targeted.

Realisation of assets

The Investment Managers have responsibility for the realisation and trading of the
underlying assets. The day-to-day activities, which the Investment Managers carry out
for the Trustee, are governed by the arrangements between the Investment Managers
and the Provider. All funds available are daily priced and trade daily.

Compliance
The Trustee will monitor compliance with this Statement regularly, and in any event will

review this Statement at least once every three years or sooner if there is any significant
change in investment strategy. The Statement will also be reviewed in response to any
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material changes to any aspects of the Trust and its finances, which are judged to have
a bearing on the stated investment policy. Any such review will be based on written expert
investment advice and will be in consultation with the Trustee and Sponsoring Company.

9. Legacy Additional Voluntary Contributions (“AVCs”)

In addition to the current investment arrangements, the Trust also has legacy AVC
investments (which are closed to future contributions) in With Profits Funds through
policies with Prudential.

Following the sale of Equitable Life to Utmost, the assets held in the Equitable Life With
Profits Fund moved to Utmost in January 2020. These assets were subsequently moved
across to Aviva in May 2020. Members’ assets were invested in the current Default
Investment Option for AVC members, the Drawdown Lifestyle, unless they chose
otherwise.



STATEMENT OF INVESTMENT PRINCIPLES: APPENDIX — JUNE 2025

ROLLS-ROYCE RETIREMENT SAVINGS TRUST

1. Introduction

This Appendix to the Statement of Investment Principles (“SIP”) has been prepared by the Trustee of the Rolls-Royce Retirement
Savings Trust (the “Trust”) and sets out the detail of the Trust's investment arrangements, based on the principles documented
in the Statement of Investment Principles (the “Statement”).

2. Fund Range

2.1 The Trustee has selected the Provider to manage and administer the Trust's assets on its behalf.

2.2 The fund benchmark and performance objectives of the current fund range are set out below:
Fund Mandate Benchmark Performance Objectives Fund Type Risk Rating
Aviva Pension MyM : To provide long-term investment growth through Medium to
BlackRock Growth Composite exposure to a diversified range of asset classes Growth Higher

. . This fund is designed for members who wish
Aviva Pension MyM . . ; . Lower to
. Composite to stay invested post-retirement and Defensive .
BlackRock Retirement X Medium
draw down an income

Aviva Pension MyM
BlackRock Overseas J.P. Morgan GBI Global To match benchmark performance Defensive Lower to
Government Bond Index ex UK P ' Medium
Tracker
Aviva Pension MyM
BlackRock iShares ESG ICE ESG Global To match benchmark performance Defensive Lower to
Overseas Corporate Corporate Ex GBP P ' Medium

Bond Index
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Fund Mandate Benchmark Performance Objectives Fund Type Risk Rating
BlackRock (10:80:10) 80% FTSE Developed ex ' ; pertor Medium to
. of developed overseas equity markets in local Growth :

Currency Hedged Global  UK,10% MSCI Emerging X ) ; : Higher

: terms (i.e. without the impact of changes in
Equity Markets Index :

Sterling exchange rates)

Aviva Pension MyM .
BlackRock UK Equity FTSE,SA(I;-zhare Cl:ftom To match benchmark performance. Growth Meqlu;}m to
Index E creene Higher
Aviva Pension MyM FTSE Custom Medium to
BlackRock European Developed Europe ex UK To match benchmark performance. Growth :

. Higher
Equity Index ESG Screened
Aviva Pension MyM
BlackRock Japanese FTSE Custom Japan To match benchmark performance. Growth High

. ESG Screened
Equity Index
Aviva Pension MyM .
BlackRock Pacific Rim FTS.I.E Developed Asia To match benchmark performance. Growth High

. Pacific ex Japan Index
Equity Index
Aviva Pension MyM .
BlackRock US Equity FTSE USA Custom ESG To match benchmark performance. Growth Mec_zllum 0

Screened Higher
Index
Aviva Pension MyM .
BlackRock Emerging MSCI Emerging Market To match benchmark performance. Growth Highest
i Index
Markets Equity Index
The fund aims to provide an absolute return in

Aviva Pension MyM excess of cash over the long term by investing in
Blended Diversified SONIA a 50:50 blend of two diversified growth funds.
Growth (50:50 Legal & The underlying funds invest in a broad range of Growth Medium

General Diversified
/Insight BOF)

assets. The fund aims to achieve long-term
growth, with less risk than is associated with
equity funds.
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Fund Mandate Benchmark Performance Objectives Fund Type Risk Rating
Aviva Pension MyM FTSE Developed 50% To provide long-term investment growth through :
Legal & General . o Growth Medium
; o GBP Hedged exposure to a diversified range of asset classes.
Diversified
Aviva Pension MyM . .
HSBC Islamic Global DO.W Jones Islamic To match benchmark performance. Growth Me(_j|um to
: Titans 100 Index Higher
Equity Index
Aviva Pension MyM
Legal & General (PMC) Medium to
FTSE4Good Developed FTSE4Good Developed To match benchmark performance. Growth Higher
Equity Index
Aviva Pension MyM FTSE All-World ex CW Medium to
Legal & General Future Climate Balanced Factor To match benchmark performance. Growth .
. Higher
World index GBP
Aviva Pension MyM FTSE Actuaries UK Lower to
BlackRock Over 5 Year Index-Linked Gilts Over 5 To match benchmark performance. Defensive :
; . Medium
Index-Linked Gilt Index Years Index
Aviva Pension MyM Lower to
BlackRock Corporate iBoxx £ Non-Gilts Index To match benchmark performance. Defensive .
Medium
Bond All Stocks Index
Aviva Pension MyM To provide diversified exposure to assets that
. reflect the broad characteristics of investments
Legal & General (PMC) FTSE Annuities Index underlying a typical traditional level annuit Defensive Lower to
Future World Annuity (comparator) ying a typ y Medium

Aware

product, incorporating ESG considerations as
part of the investment strategy.
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Fund Mandate Benchmark Performance Objectives Fund Type Risk Rating
To maximise the income generated on an
Aviva Pension MyM Sterling Overnight Index investment consistent with maintaining capital
BlackRock Institutional Average and ensuring its underlying assets can easily be Defensive Lowest
Sterling Liquidity bought or sold in the market in normal market
conditions.
To provide long-term investment growth up to
Aviva Pension MyM and during retirement, and to facilitate the
Legal & General (PMC) Bank of England base drawdown of retirement income. To maintain a Defensive Medium
Retirement Income Multi- rate + 3.5% TR in GBP risk level of less than half of the volatility of a
Asset (“RIMA") global developed equity portfolio, over the long
term.
Aviva Pension MyM . .
BlackRock Over 15 Year FTSE Actuaries UK Gilts To match benchmark performance. Defensive Lower o
Over 15 Years Medium

Gilt Index Fund
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3. Target Date Fund Investment Strategies
3.1  This strategy was introduced in June 2023.

3.1.1 Target Date Fund (default for 2008, Energy and Standard and AVC members and member previously invested in
the Transition Lifestyles before June 2023)

Years to Retirement Date BlackRock Growth Fund BlackRock Retirement Fund
Over 15 100.0 0.0
15 100.0 0.0
14 93.3 6.7
13 86.7 13.3
12 80.0 20.0
11 73.3 26.7
10 66.7 33.3
9 60.0 40.0
8 53.3 46.7
7 46.7 53.3
6 40.0 60.0
5 33.3 66.7
4 26.7 73.3
3 20.0 80.0
2 13.3 86.7
1 6.7 93.3
0 (and into post-retirement) 0.0 100.0

This strategy may be suitable for members who are prepared to take higher risk in the growth phase (with the aim of higher
return) and who are considering taking benefits through income drawdown at retirement.
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4, Lifestyle Investment Strategies
4.1  The switching periods for the lifestyle strategies available to members are outlined in the tables that follow:

4.1.1 Cash Lifestyle (default for Top Up members within 3 years from retirement at June 2023)

Aviva Pension MyM Aviva Pension MyM Legal & Aviva Pension MyM Aviva Pension MyM

vears to Retirement Date Diversified Growth General Diversified BlackRock (10:80:10) BIacI_<R0cI_< In_st_itutional
(50:50 Legal & General Currency Hedged Global Sterling Liquidity
Diversified /Insight BOF) Eq (Aq C)

Over 30 0.00 0.00 100.00 0.00

30 — 20* 0.00 - 33.30 0.00 — 33.40 100.00 - 33.30 0.00

20-10 33.30 33.40 33.30 0.00

9 33.30 33.40 28.30 5.00

8 33.30 33.40 23.30 10.00

7 33.30 33.40 18.30 15.00

6 33.30 33.40 13.30 20.00

5 33.30 33.40 8.30 25.00

4 30.00 30.00 0.00 40.00

3 22.50 22.50 0.00 55.00

2 15.00 15.00 0.00 70.00

1 7.50 7.50 0.00 85.00

0 0.0 0.0 0.0 100.0

*De-risks linearly to this allocation over 10 years.

This lifestyle strategy may be suitable for members who are considering the full value of their retirement savings as a cash
lump sum (25% tax free, 75% taxable) at or near retirement.
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Members with more than three years to retirement (as at June 2023) invested in the legacy lifestyles were mapped to the new
Target Date Fund default investment option.

Please note, this lifestyle will only continue to be available for members who are within 3 years to retirement (as at June 2023)
and will be removed after 3 years.

4.1.2 Annuity Lifestyle

Aviva Pension MyM  Aviva Pension MyM Aviva Pension MyM  Aviva Pension MyM  Aviva Pension MyM

Years to Retirement Diversified Growth Legal & General BlackRock (10:80:10) Legal & General _BlackRock
Date (50:50 Legal & Diversified Currency Hedged (PMC) Pre- Institutional Sterling
General Diversified Global Eq (Aq C) Retirement Liquidity
/Insight BOF)
Over 30 0.00 0.00 100.00 0.00 0.00
30 — 20* 0.00 - 33.30 0.00 - 33.40 100.00 - 33.30 0.00 0.00
20-10 33.30 33.40 33.30 0.00 0.00
9 33.30 33.40 23.30 10.00 0.00
8 33.30 33.40 13.30 20.00 0.00
7 33.30 33.40 3.30 30.00 0.00
6 30.00 30.00 0.00 40.00 0.00
5 25.00 25.00 0.00 50.00 0.00
4 20.00 20.00 0.00 60.00 0.00
3 15.00 15.00 0.00 70.00 0.00
2 10.00 10.00 0.00 75.00 5.00
1 5.00 5.00 0.00 75.00 15.00
0 0.00 0.00 0.00 75.00 25.00

*De-risks linearly to this allocation over 10 years.

This lifestyle strategy may be suitable for members who are considering taking a level or fixed increasing annuity in retirement.
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5.1

Members with more than three years to retirement (as at June 2023) invested in the legacy lifestyles were mapped to the new
Target Date Fund default investment option.

Please note, this lifestyle will only continue to be available for members who are within 3 years to retirement (as at June 2023)
and will be removed after 3 years.

Legacy Lifestyle Strategies

There are three legacy lifestyle strategies that remain, which are closed to new members. These lifestyle strategies are the Higher
Risk Cash Lifestyle, Medium Risk Cash Lifestyle and Medium Risk Drawdown Lifestyle.

Members with more than three years to retirement (as at June 2023) invested in the legacy lifestyles were mapped to the new
Target Date Fund default investment option. All members in the Higher Risk Drawdown Lifestyle, the Higher Risk Annuity Lifestyle
and the Medium Risk Annuity Lifestyle were more than 3 years to retirement and therefore were removed (as at June 2023).

The three remaining lifestyle will only continue to be available for members who are within 3 years to retirement (as at June 2023)
and will be removed after 3 years.

Fees
Fund Option Total Expense Ratio (% p.a.)
Aviva Pension MyM BlackRock Growth 0.305
Aviva Pension MyM BlackRock Retirement 0.265
Aviva Pension MyM BlackRock Overseas Government Bond Index Tracker 0.180
Aviva Pension MyM BlackRock iShares ESG Overseas Corporate Bond Index 0.260
Aviva Pension MyM BlackRock (10:80:10) Currency Hedged Global Equity (Aquila C) 0.240
Aviva Pension MyM BlackRock UK Equity Index (Aquila C) 0.160
Aviva Pension MyM BlackRock European Equity Index 0.170
Aviva Pension MyM BlackRock Japanese Equity Index 0.170
Aviva Pension MyM BlackRock Pacific Rim Equity Index 0.170
Aviva Pension MyM BlackRock US Equity Index 0.160

Aviva Pension MyM BlackRock Emerging Markets Equity Index 0.340
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Fund Option Total Expense Ratio (% p.a.)
Aviva Pension MyM Diversified Growth (50:50 Legal & General Diversified /Insight BOF) 0.610
Aviva Pension MyM Legal & General Diversified 0.330
Aviva Pension MyM HSBC Islamic Global Equity Index 0.420
Aviva Pension MyM Legal & General (PMC) FTSE4Good Developed Equity Index 0.300
Aviva Pension MyM Legal & General Future World 0.430
Aviva Pension MyM BlackRock Over 5 Year Index-Linked Gilt Index (Aquila C) 0.160
Aviva Pension MyM BlackRock Corporate Bond All Stocks Index 0.150
Aviva Pension MyM Legal & General (PMC) Future World Annuity Aware 0.220
Aviva Pension MyM BlackRock Institutional Sterling Liquidity 0.150
Aviva Pension MyM Legal & General (PMC) Retirement Income Multi-Asset 0.430
Aviva Pension MyM BlackRock Over 15 Year Gilt Index 0.150

Source: Aviva, as at March 2025.
7. Investment Restrictions

7.1 The Trustee acknowledges that they have no ability to restrict the holdings within the underlying funds. The Trustee has
considered the investment restrictions attaching to the pooled funds prior to investing in the pooled funds and is comfortable
with these.

7.2 The governing documents of the pooled funds contain the restrictions under which the investment managers operate.
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Rolls Royce Retirement Savings Trust

Annual Implementation Statement 2025

Introduction

This statement sets out how, and the extent to which, the Statement of Investment Principles (‘SIP’) produced by the Trustee has been followed
during the year to 5 April 2025. This statement has been produced in accordance with The Occupational Pension Schemes (Investment and
Disclosure) (Amendment and Modification) Regulations 2018, the subsequent amendment in The Occupational Pension Schemes (Investment
and Disclosure) (Amendment) Regulations 2019 and the statutory guidance on reporting on stewardship in the implementation statement dated
17 June 2022. The table later in the document sets out the how, and the extent to which, the policies in the Trust’s SIP have been followed.

The statement is based on, and should be read in conjunction with, the relevant version of the SIP that was in place for the Trust Year, which
was the SIP dated July 2024. A copy of the SIP is available at https://www.rolls-roycepensions.com/SavingsTrust.

Investment Objectives of the Trust

The Trustee believes it is important to consider the policies in place in the context of the investment objectives it has set. The objectives of the
Trust included in the SIP are as follows:

* To make available a range of investment funds and lifestyle strategies that should enable members to tailor their own investment strategy to
meet their own individual needs.

« Offer funds and lifestyle strategies which facilitate diversification and long-term capital growth.
« Offer funds and lifestyle strategies that enable members to reduce risk in their investments as they approach retirement.

» Offer funds which mitigate the impact of sudden and sustained reductions in capital values or rises in the cost of providing benefits at
retirement (cash, annuity purchase or drawdown).


https://www.rolls-roycepensions.com/SavingsTrust
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* To structure the range of funds and lifestyle strategies, to provide a suitable number of funds and present this range in a manner which may
make it easier for members to make investment decisions.

* To provide a default investment option for members until they make their own investment decisions.

Review of the SIP

During the year, the Trustee reviewed and amended the SIP, in conjunction with its investment adviser, Mercer. The revised SIP dated July
2024 reflected the Trustee’s policy on llliquid assets in the default lifestyle arrangement.

The SIP was also updated post year end dated June 2025, following the Trustee’s agreement to introduce new funds to the self-select range,
which were launched during the year on 21 March 2025. Further details will be provided in next year's implementation statement.

Assessment of how the policies in the SIP have been followed for the year to 5 April 2025
The information provided in this section highlights the work undertaken by the Trustee during the year, and longer term where relevant, and
sets out how this work followed the Trustee’s policies in the SIP, relating to the Trust as a whole and the default investment arrangement. The

SIP is attached as an Appendix and sets out the policies referenced below.

In summary, it is the Trustee’s view that the policies in the SIP have been followed during the year to 5 April 2025.
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Requirement Policy In the year to 5 April 2025
1 Securing compliance with As required by legislation, the Trustee The Default Investment Options were monitored quarterly, with the Trustee
the legal requirements consults a suitably qualified person when | reviewing investment reports at Trustee meetings to ensure the net of fees
about choosing making investment selections by returns are consistent with the aims of the strategy. The investment consultant
investments obtaining written advice from its attends all meetings to provide advice as required.
Investment Consultant. The policy is
detailed in Section 1 of the SIP. During the Trust year, in September 2024, the Trustee reviewed the current
self-select fund range in conjunction with its investment adviser, Mercer.
Following the review, the Trustee decided to launch two new funds, the
BlackRock Overseas Bond Index Tracker and the BlackRock iShares ESG
Overseas Corporate Bond Index to support diversification of bond exposure.
The Trustee also agreed that the two components of the Default strategy, the
BlackRock Growth Fund and BlackRock Retirement Fund, would also be made
available as self-select funds.
In considering appropriate investments for the Scheme, the Trustee has
obtained and considered the written advice of a suitably qualified investment
advisor. The advice received and arrangements implemented are, in the
Trustee’s opinion, consistent with the requirements of Section 36 of the
Pensions Act 1995 (as amended). The Trustee’s investment adviser provided
suitability advice on 11 March 2025
During the Trust year, the Trustee reviewed the Investment Consultant,
Mercer, against its Investment Consultant Objectives, and an adviser self-
assessment form was completed. Furthermore, the investment consultant
objectives were reviewed in December 2024 with no changes were proposed.
2 Kinds of investments to be | Members can combine the investment The Trustee believes that the range of funds/types of investments currently
held, the balance between | funds in any proportion in order to achieve | available to members are appropriate and provided members with options
different kinds of the desired level of return and risk in line across the risk/return spectrum to implement the policy.
investments and expected | with their own attitude towards, and
return on investments tolerance of risk. This is outlined in The Trustee recognises that the Default Investment Options will not meet the
Section 5 of the SIP. needs of all members and as such, alternative investment options are available
Within the Default Investment Options, for members to choose from. Investment performance reports are reviewed by
the strategic asset allocation is set to the Trustee on a quarterly basis — this includes the risk and return
achieve the expected return required,
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Requirement

Policy

taking into consideration the risk, to meet
the objective of the defaults.

In the year to 5 April 2025

characteristics of the Default Investment Options and the actively managed
additional investment fund choices.

The investment performance report includes how each investment manager is
delivering against their specific mandates.

3 Realisation of investments

The Trustee’s policy is that there should
be sufficient liquidity within the Trust’s
assets to meet short term liquidity
requirements in the majority of
foreseeable circumstances, so that
realisation of assets will not disrupt the
Trust’s overall investment policy. Further
details of the Trustee’s investment
objectives are set out in Section 4 in the
SIP and Section 7 outlines their policy for
the realisation of investments.

All funds are daily dealt pooled investment vehicles, accessed by an insurance
contract.

4 Risks, including the ways in
which risks are to be
measured and managed

The Trustee recognises risk (both
investment and operational) from a
number of perspectives in relation to the
self-select funds and the Default
Investment Options. The risks the Trustee
considers are set out in Section 4.4 of the
SIP.

As detailed in the SIP, the Trustee considers various risks when setting the
investment strategy for the Trust.

The Trust maintained a risk register of the key risks, including the investment
risks. This rates the impact and likelihood of the risks and summarise existing
mitigations and additional actions.

ESG risk was also managed throughout the year, with considerations given to
the climate-related disclosures as requested by the Occupational Pension
Schemes (Climate Change Governance and Reporting) Regulation.

The Trustee’s third Task Force for Climate Change Financial Disclosures
(‘TCFD’) report as at 5 April 2025 is currently being produced as required by
the regulations.
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Requirement

5 Financially and non-
financially material
considerations over the
appropriate time horizon of
the investments, including
how those considerations
are taken into account in
the selection, retention and
realisation of investments

Policy

The Trustee considers financially material
considerations in the selection, retention
and realisation of investments. Section
4.2 of the SIP outlines the Trustee’s
beliefs on ESG factors (including climate
change). The Trustee keeps its policies
under regular review.

Non-financial matters, such as member
views, are not taken into consideration.

In the year to 5 April 2025

The investment performance report was reviewed by the Trustee on a quarterly
basis — this includes ratings (both general and specific ESG) from the
investment advisers. All of the managers remained highly rated during the year
and the Trustee retains the view that these managers are appropriate to meet
the strategic objectives.

When implementing a new manager, the Trustee considers the ESG
credentials of the manager as well as any ratings in relation to expected
performance. ESG was taken into account as part of the Trustee’s decision to
launch four additional self-select funds, which were implemented during the
year.

The Trustee acknowledges that certain asset classes, such as fixed income do
not have high ESG ratings assigned by the investment consultant due to the
nature of the asset class where it is harder to engage with the issuer of debt.

The Trustee does not take into account ethical views when choosing the funds
available to members but is very mindful to take ESG factors into
consideration. The Trustee does offer a specific ethical fund in the self-select
fund range.

6 The exercise of the rights
(including voting rights)
attaching to the
investments and
undertaking engagement
activities in respect of the
investments (including the
methods by which, and the
circumstances under which,
trustees would monitor and
engage with relevant
persons about relevant
matters)

The Trustee’s policy is to delegate
responsibility for the exercising of rights
(including voting rights) attaching to the
Trust’s investments to the investment
managers.

Investment managers are expected to
evaluate these factors, including climate
change considerations, and exercise
voting rights and stewardship obligations
attached to the investments in line with
their own corporate governance policies
and current best practice.

Further details are set out in Section 4.2
in the SIP. It is the Trustee’s policy to

The Trustee has delegated voting rights to the investment managers.
Investment managers are expected to provide voting summary reporting on a
regular basis, at least annually. The reports are reviewed by the Trustee to
ensure that they align with the Trustee’s policy.

The Trustee has maintained the items of focus below for the Trust:

* Environmental: Climate change
* Governance: Board Diversity

Over the period, the Trustee had equity exposure through the following funds:

- BlackRock Growth
- BlackRock Retirement
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Requirement

Policy

obtain reporting on voting and
engagement and to periodically review
the reports to ensure the policies are
being met.

In the year to 5 April 2025

- BlackRock (10:80:10) Currency Hedged Global Equity

- BlackRock Emerging Market Equity

- BlackRock European Equity Index

- BlackRock Japanese Equity Index

- BlackRock Pacific Rim Equity Index

- BlackRock US Equity Index

- BlackRock UK Equity Index

- HSBC Islamic Global Equity Index

- Insight Broad Opportunities Fund

- LGIM FTSE4Good Developed Equity Index Fund (formerly known as
LGIM Ethical Global Equity Index Fund)

- LGIM Retirement Income Multi-Asset

- LGIM Diversified Growth

- LGIM Future World

The key voting activity on behalf of the Trustee for the last 12 months is
summarised in the Appendix.

horizon) of the evaluation of
the asset manager’s
performance and the

is long. The Trustee’s policy is set out in
Section 4.3.2 (Evaluating Investment
Manager Performance) of the SIP.

7 How the arrangement with The Trustee’s policy is set out in Section As the Trustee invests exclusively in pooled investment funds, it accepts that it
the asset manager 4.3.1 (Aligning Investment Manager cannot specify the risk profile and return targets for these funds.
incentivises the asset Appointments with the Trustee’s
manager to align its Investment Strategy) of the SIP. Over the year, the Trustee remained satisfied that the contractual arrangement
investment strategy and in place with Aviva and the various investment managers remained
decisions with the trustees appropriate.
policies, make decisions
based on assessments
about medium to long-term
financial and non-financial
performance.
8 How the method (and time | The Trustee recognises their time horizon | The performance of each of the Trust’s funds was reviewed by the Trustee at

each of its quarterly meetings. This included fund performance against their
benchmarks over both quarter and longer-term periods.
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Requirement

remuneration for asset
management services are
in line with the Trustee’s
policies.

Policy

In the year to 5 April 2025

The charges paid to Aviva for their services were analysed as part of the
annual Value for Members assessment.

investments in the default
investment strategy

5.3 (llliquid Investments). The Trustee
considers direct investment into an illiquid
asset fund as not currently suitable for
members of the Trust.

9 How the trustees monitor The Trustee’s policy is set out in Section Transaction costs were reviewed by the Trustee and were disclosed in the
portfolio turnover costs 4.3.3 (Portfolio Turnover Costs) of the annual Chair's Statement. The transaction costs for each fund covers the
incurred by the asset SIP. buying, selling, lending and borrowing of the underlying securities in the fund
manager, and how they by the investment manager.
define and monitor targeted
portfolio turnover or
turnover range.

10 The duration of the The Trustee’s policy is set out in Section No mandates were terminated during the year in relation to the DC and AVC
arrangement with the asset | 4.3.4 (Manager Turnover) of the SIP. assets.
manager

11 Policy on illiquid asset The Trustee’s policy is set out in Section The Trust’s default arrangement includes no direct allocation to illiquid

investments or to investments via a collective investment scheme.

The Trustee position on an allocation to illiquid assets did not change during
the year and will remain under review.

During the 2024 self-select review, the Trustee considered illiquid assets but
concluded that they weren’t required at the point of the review.
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Voting Activity and Engagement Policy Statement

Section 4.2 of the SIP sets out the Trustee’s policy on Environmental, Social and Governance (ESG) factors, stewardship and climate change.
This policy sets out the Trustee’s beliefs on ESG and climate change and the processes followed by the Trustee in relation to voting rights and
stewardship.

Following the DWP’s requirements, which came into force on 1 October 2019, the Trustee reviewed the SIP setting out how they take account
of financially material considerations, including ESG considerations, and explicitly climate change. In addition, in line with the requirements, the
SIP also includes the approach to the stewardship of the investments and how the Trustee take account (if at all) of member views on 'non-
financial matters’.

Voting Activity during the Trust year

The Trustee has delegated their voting rights to the investment managers. The SIP states “The Trustee has given appointed investment
managers full discretion in evaluating ESG factors, including climate change considerations, and exercising voting rights and stewardship
obligations attached to the investments, in accordance with their own corporate governance policies and current best practice, including the UK
Corporate Governance Code and UK Stewardship Code”.

Guidance from the Department of Work and Pensions (DWP) came into effect for schemes with a reporting period on or after 1 October 2022.
This guidance requires specific details around why Trustees consider votes to be significant, the size of the holdings and next steps on developing
well-informed and precise objectives for engagement. The Trustee has requested key voting activities from their managers during the period
under assessment to reflect this guidance. In particular, focus has been given to the stewardship priorities that the Trustee believes constitutes
a “significant” vote. Further details and the information received is summarised in the voting section that follows.

It is the Trustee’s view that the policy has been followed during the Trust year. The majority of voting activity will arise in public equity funds.
However, voting opportunities may arise in other asset classes such as certain bonds, property, private equity and multi-asset funds. The
Trustee has only received information relating to public equity funds this year. The assets of the Trust are invested via the Aviva platform.
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Overview of voting activity, on behalf of the Trustee, for the funds containing equity for the 12 months to 31 March 2025

Voting activity information from each of the underlying investment managers (where provided) over the prior 12 months to 31 March 2025 is
summarised in the table below.

Of the resolutions Of the resolutions Of the resolutions
on which you on which you on which you
voted, what % did voted, what % did voted, what % did
you vote with you vote against you abstain from

management? management? voting?

How many What % of
resolutions were resolutions did you

you eligible to vote  vote on for which
you were eligible?

BlackRock Growth 94,017 96.5 92.7 7.3 11
BlackRock Retirement 76,065 96.5 92.0 8.0 1.3
BlackRock 10/80/10 Currency

Hedged Global Equity Index 55,773 98.7 92.9 [ L7
BlackRock Emerging Markets 22,300 98.9 87.7 11.3 3.8
BlackRock European Equity Index 8,192 84.2 91.0 9.0 0.8
BlackRock Japanese Equity Index 5,679 100.0 97.0 3.0 0.0
BlackRock Pacific Rim Equity Index 3,228 100.0 90.4 9.6 0.2
BlackRock US Equity Index 7,061 97.4 98.0 2.0 0.0
BlackRock UK Equity Index 9,642 99.4 97.5 25 0.1
HSBC Islamic Global Equity 1,719 96.2 755 20.7 0.1
Insight Broad Opportunities 143 100.0 100.0 0.0 0.0
LGIM FTSELllGood Developed Equity 16,792 99.6 82 1 175 03
Index Fund

LGIM Retirement Income Multi-Asset

Fund (RIMA) 106,186 99.8 77.3 21.9 0.8
LGIM Diversified Fund 107,020 99.8 76.5 224 1.1
LGIM Future World 21,789 99.6 80.4 19.3 0.3
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Source: Investment Managers. Figures may not total 100% due to a variety of reasons, such as lack of management recommendation, scenarios where an agenda has been
split voted, multiple ballots for the same meeting were voted differing ways, or a vote of 'Abstain’ is also considered a vote against management.

1 Formerly known as LGIM Ethical Global Equity Index Fund.

Engagement Case Studies

The following are examples of engagement activity undertaken by the Trust’s equity investment managers.
BlackRock: Fubon Financial Holding Company Ltd.

Background

During the 2023-24 proxy year, BlackRock observed several companies taking steps to enhance board diversity in accordance with local
regulations. One such company was Taiwanese financial services firm Fubon Financial Holding Company Ltd.

Engagement

At the company’s June 2023 AGM, BlackRock did not support the election of the chair of the nomination committee due to concerns regarding
the levels of gender diversity on the board. Following the AGM, a female director was appointed to the board as a representative of the Taipei
City Government, a shareholder of the company. BlackRock engaged with the company to express its views on the importance of increasing
gender diversity and the need for qualified female representation on the board.

Outcome
BlackRock was encouraged to see that at the June 2024 AGM, the company nominated a second, qualified independent female director whose

professional experience was considered to be additive. BlackRock voted in support of her election, recognising the company’s progress in
improving gender diversity on its board.

Source: BlackRock Annual Stewardship Report 2024
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LGIM: Solvay

Background

LGIM engaged with Solvay following concerns raised by a non-European competitor regarding upcoming legislative adjustments to the EU
Emission Trading System (ETS), set to take effect on 1 January 2025. The competitor indicated that these changes were expected to favour
domestic producers over non-EU producers. LGIM sought to confirm whether Solvay's views aligned with those of the competitor and aimed to
gain a deeper understanding of the legislative changes and their implications.

Engagement

During a face-to-face meeting with Solvay's management in December 2024, LGIM learned that under the proposed changes, emissions will be
considered in scope of the ETS even if CO2 is not directly emitted into the atmosphere. Instead, if CO2 is incorporated into a finished product,
the related emissions will fall under the EU ETS, unless the CO2 is permanently bound in the product. This change specifically affects the
production of glass, a key end market for soda ash. Currently, EU glass producers are responsible for paying for soda ash-related emissions
during glass production. However, under the new regulations, soda ash producers will be held accountable for these downstream emissions.
Consequently, EU glass producers sourcing soda ash produced within the EU will not incur these costs, while those importing soda ash will still
be obligated to pay.

Outcome

This engagement has enhanced LGIM's understanding of the new legislation and its implications. LGIM plans to arrange a future meeting to
clarify outstanding points and discuss the actual impact on the industry, including any supply implications, once the changes are implemented.
LGIM will continue to engage with Solvay regarding the progress of their energy transition, recognising its significance in reducing carbon-
associated costs.

Source: LGIM Quarterly engagement report Q4 2024
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HSBC: State Owned Enterprise

Background

HSBC engaged with a State Owned Enterprise (SOE) that issued a sustainable bond exceeding USD 1.7 billion across two tranches. The SOE
assured HSBC that the proceeds from the bond would be utilised to accelerate the energy transition and reduce greenhouse gas emissions.
HSBC acquired a holding in this bond and included it within a sustainable strategy. At a fundamental level, the issuer is obligated to report on
the use of proceeds. Initially, HSBC was informed to expect the use of proceeds report by the end of April 2024; however, there was a delay in
the publication of this report.

Engagements

The initial engagement took place in April 2024. Subsequently, HSBC advised the issuer to publish the use of proceeds report by June 2024,
warning that failure to do so would lead to portfolio action. HSBC communicated that, based on best market practice, the reporting on the use
of proceeds is typically published 12-18 months after issuance. The timely publication of these reports is deemed essential for effective
communication with clients and stakeholders. HSBC explained that its commitment to clients includes reporting on the impact of the funds in
which the issuer’s bond is held, which was not possible without the use of proceeds report.

Outcomes
This was discussed within HSBC’s Credit Research and Emerging Market Debt Teams, with Stewardship contributing to the engagement.
Following a consensus, the decision was made to divest from the issuer. Since the bond was unlisted, HSBC’s approach to escalation was

through direct engagement.

Source: Taskforce on Climate-Related Financial Disclosure (TCFD) Annual Report 2024
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Insight: German Finance Agency

Background

Insight engaged with the German Finance Agency to discuss updates to the country’s green finance programme following the release of post-
issuance reporting. Germany’s decarbonisation plan, which aims to achieve climate neutrality by 2045, is closely linked to its progress in
phasing out thermal coal. In the wake of Russia’s invasion of Ukraine in 2022, Germany replaced Russian gas supplies with coal due to its
availability and low cost. The country’s stance on nuclear power generation differs from that of many other European nations, primarily due to
concerns over human health related to the lack of effective nuclear waste storage solutions. Germany faces a high risk of river and coastal
flooding; the OECD highlighted in 2023 that, from 2005 to 2021, the direct damages caused by climate-related hazards per unit of GDP in
Germany were among the highest in OECD countries, with flash floods resulting in 230 fatalities and over €71 billion in total damages during
that period.

Engagement

Germany asserts that it is on track to meet its goals of phasing out coal power by 2038 and ensuring that 80% of its energy generation comes
from renewable sources, noting that approximately one-third of the country’s total emissions originate from energy production. Natural gas is
considered a key transitional fuel to replace coal and facilitate the energy transition. Part of the proceeds from Germany’s green bonds is
allocated to research on the efficient production and transmission of hydrogen. To achieve its long-term targets, Germany also needs to expand
its carbon sink capacity and develop technologies to enhance energy efficiency. Certain German economic activities, particularly those reliant
on waterways transportation, are especially vulnerable to water stress. The post-issuance report highlights that projects financed by the bonds
often generate co-benefits for biodiversity, such as regenerative agricultural practices that can improve ecosystem health. However, to date, the
bonds have not funded projects specifically targeting biodiversity. Insight made recommendations to strengthen Germany’s green bond
framework and post-issuance reporting.

Outcome
Overall, Insight considers Germany’s green bond framework to be robust, with clear definitions of eligible project categories, explicit exclusions,
and a well-structured oversight process for the allocation and management of proceeds. Moving forward, Insight will monitor Germany’s

progress towards its decarbonisation objectives, particularly regarding the expansion of renewable energy capacity and the coal phase-out.

Source: RESPONSIBLE STEWARDSHIP AT INSIGHT: 2025 REPORT
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Sample of the most significant votes

To ensure voting behaviour is consistent with the Trust’s investment objectives and stewardship priorities, the Trustee has classified ‘significant
votes’ as those which consider any one of the following factors with relevant (but not exhaustive) examples:

* Environmental: climate change
* Governance: board diversity

The Trustee has reviewed voting records from the managers in each of their priorities listed above. The information in this section has been
provided directly by the investment managers. The managers have provided detailed information on their voting. The Trustee has considered
this information and disclosed the votes that it seems to be most significant. A “significant vote” is defined as one that is linked to the Trust’s
stewardship priorities/themes. These priorities are set out above. The Trustee has weighted this analysis towards the funds used in the default
strategy, where the majority of members’ assets are invested and companies that have the three largest holdings within those funds (i.e.
significant holdings).

On the page that follows, the ‘Vote’ highlights whether the investment manager voted for (v') or against (x) the sample proposals shown. The
resolution passing is represented by a (v') in the “Outcome” column or is represented by a (%) if the resolution did not pass.
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Source: Investment Managers.

Manager Fund Company Date of % of fund Engagement Proposal Vote Rationale of vote Outcome
vote Priorit
Growth Berkshire 4 May 0.7%* Climate Disclose BHE's M Additional information regarding the
Hathaway 2024 Change Emissions and company's plan to manage their
Inc. Progress Towards strategy in the context of a transition to ®
Goal in Consolidated a low-carbon economy will help
Report investors assess long-term risks and

opportunities on this economically
material issue.

Growth / Amazon.co 22 May 2.2%* / Climate Report on Efforts to The company already provides
Retirement  m, Inc. 2024 0.8%* Change Reduce Plastic Use [E sufficient disclosure and/or reporting ®
regarding this issue, or is already
enhancing its relevant disclosures.

BlackRock Growth/ Tesla, Inc. 13 Jun 0.9%* / Human Report on M BlackRock supported the shareholder
Retirement 2024 0.4%* Rights Harassment and proposal regarding reporting on
Discrimination harassment and discrimination ®
Prevention Efforts prevention efforts because, in our view,

greater disclosures on this issue, which
we deem material to the long-term
financial interests of shareholders,
would help investors better assess risks
at the company.

Retirement  Exxon 29 May 0.1% Climate Report on Reduced The company already provides sufficient
Mobil 2024 Change Plastics Demand [E disclosure and/or reporting regarding ®
Corporation Impact on Financial this issue, or is already enhancing its
Assumptions relevant disclosures

*BlackRock’s holding size as a percentage of the fund is as at 31 March 2025.
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Communication on intentions to vote against management

BlackRock endeavors to communicate with companies when it intends to vote against management, either before or just after casting votes in advance of the
shareholder meeting. BlackRock also publishes its voting guidelines to assist clients and companies in understanding its thinking on key governance matters
that are commonly put to a shareholder vote.

Next steps following the vote

BlackRock views engagement as an ongoing process rather than a single conversation. They maintain continuous direct dialogue with companies to
communicate their perspectives and evaluate actions on relevant ESG issues over time. If concerns remain unaddressed through these discussions,
BlackRock may vote against management for their actions or inactions. They monitor developments and assess whether companies have responded to any
concerns raised during voting or engagement.

Proxy Voting Policies

Proxy research firms provide research and recommendations on proxy votes as well as voting infrastructure. BlackRock Investment Stewardship leverages
Institutional Shareholder Services (ISS) as an external proxy services vendor. ISS’ electronic voting platform allows BlackRock Investment Stewardship to
monitor voting activity, execute proxy vote instructions, record keep, and generate client and regulatory voting reports. BlackRock Investment Stewardship
also uses Glass Lewis’ services to support research and analysis. In addition to the global research provided by Institutional Shareholder Services (ISS) and
Glass Lewis, BlackRock Investment Stewardship subscribes to market-specific research providers including Institutional Voting Information Service in the UK,
Ownership Matters in Australia, Stakeholder Empowerment Services in India, and ZD Proxy in China.

Although proxy research firms provide important data and analysis, BlackRock Investment Stewardship does not follow any proxy research firm’s voting
recommendations.

BlackRock Investment Stewardship has operational specialists on the team who are fully focused on ensuring votes cast on behalf of clients are successfully
instructed, using its vendor’s electronic voting platform. The controls BlackRock Investment Stewardship has in place ensure that the team identifies
upcoming meetings, cast votes ahead of the voting deadline for each meeting, reconcile holdings with ballots received, and identify any uninstructed ballots.
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Climate Change-Related Disclosures Rolls-Royce Retirement Savings Trust

Chair’s introduction

The Trustee of the Rolls Royce Retirement Savings Trust (“the Trust”) recognises climate change is one
of the most important issues of our time and recognises it as a risk that could impact the financial security
of members’ benefits if it is not properly measured and managed. It also presents an opportunity, through
investment in companies or assets that are expected to perform well in an economy that is positioned
to address climate change. The response to climate change will influence the health and prosperity of
the world now and in future; its impacts are already being felt and observed around the globe.

The Trustee supports the recommendations of the Task Force on Climate-related Financial
Disclosures (“TCFD”) (now monitored by the IFRS foundation from October 2023), and has prepared
this report accordingly and in compliance with relevant legislation i.e. The Occupational Pension
Schemes (Climate Change Governance and Reporting) Regulations 2021 and the Occupational
Pension Schemes (Climate Change Governance and Reporting) (Miscellaneous Provisions and
Amendments) Regulations 2021 (“the Regulations”). The framework helps the Trustee to manage and
report on the actions the Trustee, and others involved in the management of the Trust, take to identify,
assess and manage climate change related risks and opportunities.

This is the third year that the Trustee has produced a Climate Change report. This report covers the 12
month period to 5 April 2025.

The report explains how the Trustee has established and maintained oversight and processes to satisfy
themselves that the Trust’'s relevant climate-related risks and opportunities are considered and
managed appropriately by all stakeholders involved in the day-to-day management of the Trust.

This statement outlines where governance of climate risk and opportunities has been applied, focusing
on the Default Investment Option, as it makes up a significant portion of the Trust’s assets (c.82%). This
year, the BlackRock (10:80:10) Currency Hedged Global Equity Fund also meets the criteria to be
classed as a popular arrangement as the assets invested in the fund have now exceeded £100m.

We are pleased to report the continued positive progress in moving towards and surpassing the
Trustee’s initial emission intensity reduction target, however we have been cognisant of the
importance to fully understand and explain the reason for the change in our climate-related metrics
year-on-year. Further details are provided in the ‘Targets’ Section of the report.

This report is available online at https://www.rolls-roycepensions.com/SavingsTrust . Members are
encouraged to contact the Trustee if there are comments they wish to raise and they can contact the
Trustee at Secretary to the Trustee — Rolls-Royce Retirement Savings Trust, Rolls-Royce Pensions
(A-90), PO Box 31, Derby, DE24 8BJ.

Mark Porter
Chair - Rolls-Royce Retirement Savings Trust
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Executive Summary

This report covers the Trust year ending 5 April 2025 and it focuses on the following four areas which
comprise the current climate change reporting framework:

Governance: How the Trustee maintains oversight and incorporates climate change into its
decision making;

Strategy: How potential future climate warming scenarios could impact the Trust;

Risk Management: How the Trustee incorporates climate—related risk in its risk management
processes; and

Metrics and Targets: How the Trustee measures, and monitors progress against different
climate related indicators known as metrics and targets.

Steps taken over the year

The Trustee has considered climate change and other environmental issues in its investment strategy
for many years.

During the year to 5 April 2025, the key steps taken by the Trustee have been:

Retaining the five metrics chosen to monitor the progress against climate change risk: absolute
emissions, carbon intensity (as measured by Weighted Average Carbon Intensity — “WACI” and
Carbon Footprint), portfolio alignment (as measured by the Science Based Targets Initiative —
SBTi — approved transition plans) and a hon-emissions based metric (data quality).

Reviewing the Trustee targets to reduce greenhouse gas emissions to ensure they remain
appropriate. The Trustee previously set a target to reduce greenhouse gas emissions by 50% or
more by 2030, as measured by WACI with a 31 December 2019 baseline — and fully (i.e. to net
zero) by 2050. This is for all listed equity and corporate bond mandates within the Trust’s default
investment arrangement and includes Scope 1 and 2 emissions only.

Monitoring progress against the target — the trustee notes that greenhouse gas emissions (based
on WACI) have reduced by ¢.52.7% compared to the 2019 baseline, meaning the initial target
has been met based on data to 31 December 2024. The Trustee recognises that these measures
can change over time and progress may fluctuate over time and that there may be other factors
leading to the reduction of WACI rather than actual decarbonisation.

The Trustee also considered the ongoing appropriateness of the initial target in light of progress
to date. It was agreed that the target will be retained over the short term to ensure that the
progress can be maintained as future data is received. The Trustee will also spend time
understanding the drivers for the change in metrics over time and build this knowledge into future
target setting.
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Next steps

The Trustee recognises that further progress needs to be made to consider climate-related risks and
opportunities in a balanced and proportionate approach. The ultimate responsibility of the Trustee is to
maximise DC member outcomes at retirement and the Trustee is aiming to do this in a sustainable way.

The Trustee supports the goals of the Paris Agreement that seeks to limit warming to well below 2°C
relative to pre-industrial temperatures. The Trustee believes that climate risk is likely to have an impact
on long-term financial returns and considering climate risk is in the best long-term interest of members.

The Trustee will continue to work with the underlying investment managers to determine an
appropriate decarbonisation plan that covers the following principles:

- Stewardship: Work with investment managers to target the top contributors to WACI including
companies in the Utilities, Materials and Energy sectors.

- Understand drivers for change over time through attribution analysis.

- Discuss with investment managers what engagement they are having with underlying
companies.

The Trustee is also planning to review the appropriateness of its target again in the medium term,
taking into account the progress made over the last 2 years. In the meantime, the Trustee will look to
further understand the drivers for the changes in the metrics presented.



The Climate Change Reporting
Framework

The Financial Stability Board (FSB), an international body established by the G20 that monitors and
makes recommendations about the global financial system, created the TCFD (task force on climate-
related disclosures) framework in 2015. TCFD was created to improve and increase reporting of climate-
related financial information that can promote more climate-informed investments. Following the
fulfilment of its remit in October 2023, the TCFD was disbanded and the FSB asked the IFRS Foundation
to take over the monitoring of the progress of companies’ climate-related disclosures.

This report is prompted by that drive for transparency and fulfils the Trustee’s regulatory obligation in
relation to climate change and governance reporting. The Trustee’s aim is that members and
stakeholders can better understand the climate-related risks and opportunities within the Trust through
its ownership of companies and other investments.

Figure 1. Climate Change Reporting Framework

The recommendations are in four key areas: Governance, Strategy, Risk Management, Metrics and
Targets.

Governance: How the Trustee
incorporates climate change into its
Governance decision making;

Strategy Strategy: How potential future climate
warming scenarios could impact the
Trust;

Risk

Management

Risk Management: How the Trustee
incorporates climate-related risk in its

risk management processes; and
Metrics and

Targets
Metrics and Targets: How the Trustee

measures and monitors progress
against different climate-related
indicators known as metrics.

Asset owners like the Trust sit at the top of the investment chain and, therefore, have an important role
to play in influencing the organisations through which they invest (such as asset managers) and
companies in which they ultimately invest to provide better climate-related financial disclosures.



Disclosure of climate-related risks and opportunities by asset owners allows beneficiaries and other
audiences to assess the asset owner’s investment considerations and approach to climate change.

In monitoring, reviewing and selecting the Trust’s investment strategy, the Trustee has incorporated
the available and relevant climate-related financial information into its investment decision-making.
The Trustee believes that their climate-related financial disclosures encourage better disclosures
across the investment chain, from asset owners to asset managers to underlying companies.



Investment Arrangements

Summary of the Trust’s Assets

This section sets out the Trust’s invested assets and highlights parts of the asset portfolio which are
within the scope of climate-change related reporting requirements and therefore considered as part of
the scenario analysis and metrics (where available) in this report.

The Trust provides defined contribution (“DC”) pension benefits with a total asset size of £1.6bn (as at
31 December 2024). The Trust’s investment arrangements are managed and provided by Aviva under
a bundled arrangement.

As a minimum, the scope of reporting for DC arrangements is expected to cover popular arrangement(s),
which meet one of the following criteria:

e £100m or more of invested DC assets; or

e accounts for 10% or more of the assets used to provide money purchase benefits.

Based on the above criteria, the following are defined as popular arrangements and are included within
the climate metrics and scenario analysis this year:

e The Default Investment Option, the Target Dated Fund, along with its component funds as this
strategy meets both of the criteria listed above.
The BlackRock (10:80:10) Currency Hedged Global Equity Fund, which is offered as part of the
self-select range, exceeded £100m of assets during 2024.

Figure 2: Summary of assets within the Trust as at 31 December 2024

As at 31 December 2024, the vast majority of
|88 3% of assels representing Listed assets in the Trust were invested in the Default

Equity, Multi-Asset and DGF is H 0
nemdad in the analysis. The Invegtment _Optlon, c.82A>_ (c.£1,329m),_ more
10/80/10 Global Equity Fund has details on this can be found in the Appendix.
been included this year as it now
meets the criteria to be classed as a . .
popular arrangement. c.£101m (C.6% of assets) was invested in the
11.7% of assets are not incluged | Bl@CKROCk (10:80:10) Currency Hedged Global
;"r;;“’ analysis, represented in Equity Fund as at 31 December 2024.
- BlackRock (10:80:10) Currency Hedged Global Equity 5.2% The remaining c¢.12% of assets are invested in
* BlackRock Growth Fund 85.2% the alternative lifestyle strategies and self-select
= BlackRock Retirement Fund 16.8% . . .
= Others 11.7% funds and have not been included within the

analysis contained in this report.

This report presents direct analysis of the:
e BlackRock Growth Fund, which comprises of ¢.65% of the Portfolio. This Fund is comprised
largely of equities (c.95%).



e BlackRock Retirement Fund, which comprises of c.17% of the Portfolio. BlackRock
Retirement Fund includes equity (c.38%), corporate bonds ( ¢.7%) and sovereign bonds (
€.54%). The remaining assets are not covered by this analysis (e.g. alternatives).

e BlackRock (10:80:10) Currency Hedged Global Equity Fund, which comprises c.6% of the
Portfolio. This Fund is comprised of equities.

Governance

The Trustee’s approach to climate-related risks and opportunities

The Trustee has ultimate responsibility for ensuring effective governance of climate-related risks and
opportunities. There are no sub-committees or responsibilities delegated. The Trustee is supported by
the in-house pensions team, but that team has no formal decision making authority.

The Trustee’s approach to the oversight and management of climate-related risks and opportunities is
consistent with its approach to considering other financially material risks and opportunities facing the
Trust. The Trustee’s Statement of Investment Principles (the “SIP”) details the key objectives, risks and
approach to considering environmental, social and corporate governance (“ESG”) factors, including
climate change, as part of its investment decision making. The SIP is reviewed on an annual basis or
more frequently as required. The SIP was last reviewed in June 2025 and is available here
https://www.rolls-roycepensions.com/SavingsTrust .

The Trustee’s overall investment beliefs on ESG are:

e The Trustee believes that ESG factors can 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.

e The Trustee also recognises that long-term sustainability issues, particularly climate change,
present risks and opportunities that increasingly require explicit consideration within the investment
decision making process.

Ongoing actions are embedded into the Trustee’s business plan, and ESG risks are included in the
Trustee’s risk register. All climate change related items and training are tabled at relevant Trustee Board
meetings.

Investment performance and risk management are reviewed at least quarterly, of which ESG factors,
stewardship and climate change form part of the wider assessment. The Trustee recognises a balance
needs to be maintained between meeting the investment objectives of the Trust and considering these
risks and opportunities.

The Trustee expects all advisers to act with integrity and diligence in fulfilling the set objectives and uses
meetings with the advisers to assess and challenge them and guide how best to challenge the
investment manager for the popular arrangements. Where relevant, this includes discussion of the steps
taken by advisers to identify and assess any climate-related risks and opportunities.

The role of the investment adviser is set out below:


https://www.rolls-roycepensions.com/SavingsTrust

* Advises on investment arrangements, including the default investment strategy, taking into
account climate risk, supported through the provision of climate scenario analysis;

* Advises on the choice of climate-related metrics and targets as well as changes to investment
mandates;

» Advises on manager selection, taking into account the Trustee’s sustainability beliefs and climate-
related targets;

» Supports the Trustee with stewardship activities, which may be related to climate change, such as
monitoring and reporting on voting and engagement activities of the invested assets.

* Monitors investment manager performance against relevant climate-related targets;

* Liaises with investment managers and other professional advisers to provide training to the
Trustee on climate change, as appropriate; and

* To assist the Trustee in producing the Trust’s climate change report on an annual basis

The investment adviser’s approach to climate change and how it is integrated into its advice and services
is assessed as part of the adviser selection and monitoring process. The Trustee sets its investment
adviser objectives, including ones related to ESG and climate change competency (which have to be
reviewed at least every 3 years). The investment adviser is formally assessed against these objectives
annually. The last assessment was in December 2024 with positive feedback received. There were no
new actions and the objectives set for the investment adviser were maintained.

Key Trustee responsibilities and oversight of climate change risks

The Trustee takes independent advice from its professional advisers and input from its investment
managers to help assess and manage climate risks and opportunities. The Trustee considers,
discusses, questions and challenges the advice provided to ensure that any decisions continue to be
integrated into a coherent investment strategy that supports the Trust’s ability to provide pensions.

Regular monitoring

The Trustee monitors the investment managers on a regular and ongoing basis, including with respect
to ESG factors, stewardship and climate change. This includes the Investment Adviser's ESG framework
which assesses how well each underlying investment manager embeds ESG considerations and active
ownership into their investment processes. The investment managers have been appointed based on
their credentials, which includes the integration of ESG factors. During the Trust Year, all investment
funds within the default arrangement and additional popular arrangement remained highly rated from an
ESG perspective and BlackRock are tasked with regular reporting and relevant updates throughout the
year.

The Trustee notes that, in the following Trust Year (July 2025) the format of the Investment Advisers’
ESG ratings will change and be split into three areas: a strategy level integration indicator, a strategy
level sustainability dashboard and manager level sustainability assessment. This will allow the Trustee
to see more detail into how ESG is managed by their investment managers.



The Trustee has worked with its Investment Adviser to ensure that the appropriate governance
framework is in place to consider climate risks and expect to review the processes in place going
forwards.

The Trustee or the Investment Adviser, acting on behalf of the Trustee, will engage with underlying
investment managers where they are perceived to be lagging their peers in terms of ESG integration
and climate risk management, and to ensure the investment managers are voting and engaging with
the investee companies in accordance with the principles underlying the UK Corporate Governance
Code and the UK Stewardship Code, in respect of all resolutions at annual and extraordinary meetings.

The approach of the investment adviser to climate change and how it is integrated into its advice and
services is assessed as part of the adviser selection and monitoring process. The investment adviser is
also expected to drive and support engagement with the investment manager.

The Trustee will also review the climate scenario analysis (see ‘Strategy’ for further detail) at least once
every three years.

Day-to-day implementation

The Trustee has delegated responsibility for the selection, retention, and realisation of investments to
its underlying investment managers.

The Trustee expects the overall approach to climate-related financial risks and opportunities for each of
the Trust’'s investment managers to be consistent with the Financial Stability Board’s climate change
reporting framework. Disclosures consistent with the recommendations are also expected of appointed
investment managers. The Trustee works with their Investment Adviser to ensure that the investment
managers adopt a consistent approach.

The Investment Adviser provides advice to the Trustee on the investment strategy and investment
manager appointments. This includes advice on managing and monitoring investment-related risks,
such as ESG factors, stewardship and climate from a strategic asset allocation perspective and with the
appointed investment managers.

The Investment Adviser provides climate-related scenario analysis, advice and training on the selection
of climate-related metrics for the Trust to monitor. The Investment Adviser will assist the Trustee in
producing the Trust’s climate change report on an annual basis.

The Rolls Royce in-house pensions team engage with managers, supported by the Investment Adviser
e.g. on ESG integration. The in-house pensions team supports the governance and implementation of
the Trustee’s approach to managing climate-related risks. The effectiveness of the in-house pensions
team is assessed on an annual basis.

Time and resources spent on climate change-related matters

The Trustee Chair, with support from the in-house support team, is responsible for ensuring that
sufficient time is allocated for consideration and discussion of climate matters by the Trustee and its
advisers. The Trustee, as part of its regular meeting schedule, will allocate agenda time to climate
change topics, amongst other ESG topics. Climate change will form an explicit agenda item at least



annually for the Trustee when the Trustee’s annual climate change report is updated and the Trustee
consider the metrics output in advance of this statement being finalised. It will also be covered as part
of other agenda items as part of a wider discussion of investment strategy, or as part of the investment
manager appointment and review discussions. The topics covered at Trustee meetings over the year
included:

e June 2024: Discussion on climate metrics and continued appropriateness of the target.

e June2024: Questions raised to BlackRock in relation to significant carbon emitters and BlackRock’s
engagement

There are a number of workstreams that are to be completed regularly in order for the Trustee to fulfill
its responsibility for managing climate risks and opportunities. It is important to note that many of the
workstreams will cover wider ESG risks other than just climate change risk, as the Trustee does not
consider climate risks in isolation but holistically alongside the various other ESG risks the Trustee
may be facing.

Strategy

The Trustee’s approach to managing strategic climate change risks and
opportunities

Climate change timescales, risks and opportunities

The time horizons identified by the Trustee for the purposes of the scenario analysis are detailed
below.

Figure 3: Timeframes of short, medium and long-term horizons to identify relevant
climate-related risks and opportunities.

All members could be
impacted, regardless of asset
mix due to the importance of

an orderly transition and its
impact on subsequent
outcomes.

Older members transitioning
into de-risking retirement
Medium term 20 years phase, Younger members
invested in higher risk growth
phase.

Current young members in
early stages of career.

Short term 5 years

Long term 40 years

These time horizons have been chosen as they reference the expected lifetime of a new joiner. Further
detail is set out in the rationale section of the table above.
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As a long-term investor, the Trustee recognises the risks and opportunities arising from climate change
are diverse and continuously evolving. Climate change presents risks over the short, medium and long-
term, which the Trustee aims to better understand and mitigate where possible. The Trustee will
consider the following short, medium and long term drivers of risk going forwards.

Over the short term (5 years), transition risks (i.e. risks and opportunities relating to transitioning the
economy to emit lower levels of greenhouse gasses) are expected to dominate and may present
themselves through rapid market re-pricing risks as:

* Scenario pathways become clearer. For example a change, in the likelihood of a below 2°C
scenario occurring becoming higher and driving the transition risk to occur.

* Market awareness grows. For example, the implications of the physical impacts of climate
change become clearer to markets and impact asset valuations.

» If policy changes unexpectedly surprise markets. For example, if a carbon price or significant
regulatory requirements are introduced across key markets to which the Trust’s assets are
exposed.

* Market sentiment is shocked. For example, falls in markets could create a downward spiral
where economic sentiment worsens and asset values fall.

» Perceived or real increased pricing of greenhouse gas emissions.

»  Substitution of existing products and services with lower emission alternatives may impact funds
available to DC schemes.

» Litigation risk relating to dangerous warming becoming more prevalent.
* Increases in the energy/heat efficiency of buildings and infrastructure.

* Investments in transition aligned strategies may provide the Default Investment Option a partial
hedge against climate transition risks.

The ability of the Trustee and investment managers to consider these short-term changes can position
the Trust favourably, for example taking advantage of the climate transition by avoiding and reducing
investment in high-emitting carbon sensitive businesses that do not support the transition to a low carbon
economy (where available and appropriate).

Over the medium term (20 years), transition risks associated with the transition to a low carbon
economy are still likely to dominate, with the introduction of some physical risks. These include the
development of technology and low carbon solutions. Policy, legislation and regulation are likely to also
play a key role at the international, national and subnational level. Technology and policy changes are
likely to produce winners and losers both between and within sectors. Advancement of transition is likely
to have started to crystallise stranded asset risks over the medium term. The ability of the Trustee and
investment managers to understand these changes can position the Trust favourably, for example by
increasing investments in new emerging technologies. The Trustee seeks to select managers and
choose indices (where available and appropriate) that can identify potential emergence of low carbon
opportunities and the decline of some traditional sectors.
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Over the long term (40 years), physical risks are expected to come to the fore. This includes the impact
of natural catastrophes leading to physical damages through extreme weather events. Availability of
resources is expected to become more important if changes in weather patterns (e.g. temperature or
precipitation) affect the availability of natural resources such as water. A changing climate may directly
impact the viability of some assets or business models (for example, flood risk for real estate, or drought
/ fire risk for timberland assets). The ability of the Trustee and investment managers to understand these
changes can position the Trust favourably, for example by increasing investments in infrastructure
projects that display a high level of climate resilience (where available and appropriate).

One of the greatest impacts to the Trust from climate change is investment risk. The performance of the
Trust’'s investments is directly aligned to the value of the underlying assets, which are increasingly
impacted by climate-related risks and opportunities.

The Trustee ensures that the Trust’s investment strategy is well-diversified, and that the investment
managers have an appropriate understanding of both the companies and assets in which they invest in
and the risks to which they are exposed. The Trustee aims to, where possible and appropriate, seek to
maximise exposure to positive ESG factors within the Trust’'s Default Investment Option.

The Trustee monitors the carbon emissions of the Trust’s Default Investment Option and any popular
arrangements on an annual basis and how these change over time, where the information is available.
The carbon emissions for each of the component funds used in the Default Investment Option and the
BlackRock (10:80:10) Currency Hedged Global Equity Fund have been reported (where available) within
the “Metrics and Targets” section of this report.

There are significant opportunities for investing in companies and assets that may benefit as we
transition to a lower carbon environment.

The Trustee notes that a sustainable fund option is available within the self-select fund range for
members who wish to invest in a more sustainable way.

The Trustee expects the Trust's Investment Adviser, to provide support and consider potential
investment and implementation opportunities to reduce the Trust's exposure to climate-related risks
over time. However, the Trustee recognises a balance is needed to be maintained between meeting the
investment objectives of the Trust and considering these risks. Climate-related risks, but also
opportunities, will be monitored as part of future triennial investment strategy reviews for the Trust.

Climate change scenarios

The Trustee supports the goals of the Paris Agreement that aim deliver a well below 2°C temperature
increase above pre-industrial levels and pursing efforts to limit the increase to 1.5°C and believes that
climate-risk may impact long-term financial returns and considering climate-risk is in the best long-term
interests of members.

The Trustee undertook climate scenario analysis as at 31 December 2023 to test the resilience of the

investment strategy adopted by the Trustee. Climate change scenario analysis was undertaken on the
Trustee’s strategic asset allocation of the default arrangement to assess the potential implications of
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climate change under three modelled scenarios. Further details of the analysis completed and key
conclusions in regards to the default strategy are included in the Appendix.

The Trustee has reviewed the analysis and agreed not to undertake updated analysis this Trust year
as there have been no changes to the default strategy or significant improvements in methodology.
The Trustee is of the view that the analysis remains appropriate and relevant. The Trustee notes that
the next quantitative scenario analysis (conducted for year ending 31 December 2026 or sooner as
the Trustee feels suitable).

The Trustee notes that for this year, there is an additional popular arrangement, the BlackRock
(10:80:10) Currency Hedged Global Equity Fund due to an increase in assets invested . This fund was
part of the previous default strategy, prior to the TDF arrangement. The Trustee conducted scenario
analysis for it for year ending 31 December 2021, which is shown in Appendix 4 and remains
applicable. Assuming the fund remains a popular arrangement going forward, the Trustee will
undertake further analysis in the next cycle alongside other popular arrangements.

Risk Management

The Trustee recognises that climate-related risks can be financially material and that due consideration
of climate risk falls within the scope of the Trustee’s fiduciary duty. Given the long-term nature of the
Trust’s investments and the timeframe in which climate risks could materialise, a total portfolio approach
to risk management covering all sectors and all relevant asset classes has been taken, with specific
focus given to the Default Investment Option, the Target Date Funds, since ¢.82% of the total Trust
assets are invested in this investment strategy.

A summary of the investment managers’ voting statistics and a selection of significant votes cast over
the year are disclosed in the Trust’s Implementation Statement which is reviewed on an annual basis
by the Trustee and is available here https://www.rolls-roycepensions.com/SavingsTrust. The Trustee
has included climate change as a significant vote criteria.

The Trustee annually reviews Trust documentation including the SIP and risk register. The risk register
is used to identify, prioritise, manage and monitor risks associated with the Trust and the escalations of
risk are managed by internal controls in place. The Trustee manages risk by prioritising those risks that
it believes may be most financially material. These risks are identified in the SIP.

Governance

* The Trustee’s SIP is reviewed at least annually and sets out how ESG risks including climate
change are managed and monitored.

* The Trustee maintains arisk register to monitor and mitigate financially material risks to the Trust.
On at least an annual basis, the Trustee reviews the Trust’s risk register which includes reference
to ESG risks (including climate change) to ensure the assessment of the likelihood and impact
continue to remain appropriate for the Trust.
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The Trustee receives regular training on climate-related issues, including market updates. The
training allows the Trustee to better understand how climate-related risks and opportunities can
have an impact on the Trust.

The Trustee reviews climate change developments to identify risks and opportunities for the Trust
regularly. In particular, the Trustee reviews quarterly the ESG ratings for the funds, provided by
the Investment Adviser. The Trustee notes that the format of these ratings will change over the
next Trust year, to allow more detail on different components of ESG.

The Trustee reviews the advice and services provided by its advisers as part of the selection and
monitoring process.

Strategy

The Investment Adviser will take ESG risks and opportunities (including climate change) into
account as part of any wider strategic investment advice provided to the Trustee. This includes
highlighting the expected change in climate-risk exposure through proposed asset allocation
changes.

Climate scenario analysis for the Trust, focusing on the Default Investment Option and any other
popular arrangements will be reviewed at least every three years. A summary of the Trustee’s
latest quantitative climate scenario analysis has been included in this report and is the primary
tool to help the Trustee understand the materiality of climate-related risks that could impact the
Trust over time. The Trustee has also shown scenario analysis for the new popular arrangement,
that was conducted in 2022 when this fund was part of the default strategy.

The Trustee has set strategic objectives for its Investment Adviser which includes an expectation
that ESG risks and opportunities (including climate change) are given due consideration. An
assessment against these objectives is carried out by the Trustee annually.

Reporting

Annual reports of climate-related metrics and progress against climate-related targets are
reviewed by the Trustee. The Trustee may use the information to engage with the investment
managers and will take the information into account in triennial investment strategy reviews.

The Trustee produces an annual Implementation Statement which includes commentary on how
the investment managers choose to vote and engage on climate-related issues (among other ESG
issues), where applicable. Climate change is a key priority of the Trustee and hence voting
information if provided in line with this.

The Trustee recognises the challenges with various metrics, tools and modelling techniques used
to assess climate change risks. The Trustee aims to work with its investment adviser and
investment managers to improve its approach to assessing and managing risks over time.
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Manager selection, monitoring and retention

The Trustee, with advice from the Investment Adviser, will consider an investment manager’s firm-
wide and strategy-specific approach to managing climate-related risks and opportunities alongside
other ESG factors when either appointing a new manager, in the ongoing review of a manager’s
appointment, or as a factor when considering the termination of a manager’s appointment.

The Investment Adviser's Manager Research team reviews investment managers on the extent
of integration of ESG factors (including climate change) into their processes. A manager’s
stewardship process forms part of the rating assessment. This is considered at the firm level and
at the investment strategy/fund level. The ratings are presented in quarterly investment
performance reports and are reviewed by the Trustee. A downgraded ESG rating may (taking into
account other factors) lead to an investment manager being put ‘on watch’ or removed from the
Trust. The Trustee notes that the format of the ESG ratings are changing in the following Trust
year to be split into three areas: a strategy level integration indicator, a strategy level sustainability
dashboard and manager level sustainability assessment. This will allow the Trustee to see more
detail into how ESG is managed by their investment managers and make appropriate investment
decisions in light of this.

The Trustee will engage with managers where they are perceived to be lagging their peers in
terms of ESG integration or active ownership, including where this relates to climate change risks.

Stewardship

The Trustee engaged with BlackRock in relation to the Trust’'s Target Date Funds and BlackRock
(10:80:10) Currency Hedged Global Equity Fund, albeit at a higher level given the relative weight
of assets. The Trustee analysed the top contributors to its carbon footprint and is working with
BlackRock to understand how they engage with the underlying companies as well as developing
further integration.

The Trustee is comfortable with the progress made relative to the initial target but also appreciates

this milestone is part of a longer-term objective. The Trustee is mindful of ensuring that progress
can be sustained when setting out plans/discussions with BlackRock.
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Metrics

Key metrics for climate change related risks

This report presents climate metric analysis for the Trust’s Default Investment Option, the Target Date
Funds and BlackRock (10:80:10) Currency Hedged Global Equity Fund as at 31 December 2024.

Due to practical data availability, the Trust-level figures quoted in the report assume that companies not
covered by the analysis are represented within the range of companies that have been covered in the
analysis, the ‘pro-rata approach’ (i.e. it is not assumed that companies not covered have emissions of
0) in line with statutory guidance.

The Trustee recognises that the availability of accurate data for some asset classes is an industry-wide
issue and will look to engage with the investment managers to improve their climate reporting. In
particular, the Trustee notes that positions taken in derivatives present considerable reporting
challenges around its ESG and carbon profile.

Carbon risk metrics aid the assessment of potential climate-related risks to which the Trust is exposed,
and help to identify areas for further risk management, including engagement, monitoring, retention and
selection.

The Trustee has agreed to report on the following metrics:

Metric type Description

1. Absolute emissions: Total greenhouse gas (GHG) emissions: metric tons of CO2 and equivalents

Total greenhouse gas (tCO2e). Calculates an investor’s share of the total emissions for each

emissions company/holding. It seeks to answer what emissions the investor is
responsible for.

For sovereigns:

Total GHG emissions: metric tons of CO2 and equivalents (tCO2e). A measure
of how much emissions the investor is responsible for. It is calculated as an
investor’s share of the total emissions for each sovereign.

2a. Emissions tCO2e / $million invested. Total GHG Emissions figure normalised to take
intensity: Carbon account of the size of the investment made. It seeks to answer how carbon
Footprint intensive the portfolio is.

2b. Alternative tCO2e / $million revenue. Average exposure (weighted by portfolio allocation)
emissions intensity: to GHG emissions normalised by revenue. It seeks to answer how carbon
Weighted Average intensive the companies in the portfolio are.

Carbon Intensity

(“WACI”) For sovereigns:

Production - tCO2e/$million PPP-Adjusted GDP. A measure of how carbon
intensive the sovereign countries held in the portfolio are. Sovereign emissions
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are normalised by PPP-adjusted GDP to take into account the size of the
country’s economy.

Consumption - tCO2e/ capita. As above, normalised by the number of people
within the country.

3. Portfolio alignment: A measure of how many companies in a portfolio have submitted climate

% of portfolio with transition plans that have been approved by the Science Based Targets

Science Based Targets Initiative.

Initiative (SBTI)

4. Data quality The percentage of the portfolio which is either verified, reported, estimated or
unavailable.

Absolute emissions for corporate assets include various scopes of emissions:
— Scope 1 “direct” emissions: those from sources owned or controlled by the company (e.g. direct
combustion of fuel from vehicles); and

— Scope 2 “indirect” emissions: those caused by the generation of energy (e.g. electricity)
purchased by the company.

— Scope 3 "indirect” emissions: in this category go all the emissions associated, not with the
company itself, but that occur in the value chain of the reporting company, including both
upstream and downstream emissions.

Scope 3 emissions are included in this analysis but we note that Scope 3 data is estimated.

For sovereign emissions, the emissions are defined as those that relate to production (scope 1) and
consumption (scope 1, 2 and 3 minus exported emissions) in line with the Partnership for Carbon
Accounting of Financials (PCAF) guidance. Emissions include those from land use, land use change
and forestry (unless indicated otherwise).

e Production emissions: those attributable to emissions produced domestically and include
domestic consumption and exports; and

e Consumption emissions: these include production emissions, minus exported emissions, plus
imported emissions (emissions related to energy and non-energy imports from goods or
services from outside the country territory as a result of activities taken place in the country
territory).

The Trustee has selected to use % of portfolio with SBTi targets as a means to measure portfolio
alignment. SBTi provides a useful third-party indication as to whether companies’ decarbonisation
targets are credible or not. In addition, a non-emissions based metric (data quality) is shown.

The Trustee recognises the challenges with various metrics, tools and modelling techniques used to
assess climate change risks. The Trustee aims to work with its Investment Adviser and investment
managers to continuously improve the approach to assessing and managing risks over time as more
data becomes available.
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Results

Figure 9: Climate-Related Metrics

31 December 2024 — Popular arrangements

Scope 1 and 2 emissions - Listed Equity and Corporate Bonds

Asset WACI Carbon Footprint Absolute Emissions All ti
°S€ Mandate tCO2e / $M sales tCO2e / $M invested tCO2e SBTi ocation

Class Weight
I';:;Jﬁ‘;'/ BlackRock Growth Fund  80.2 99.8% 303 99.6% 39,991 99.7% 44.2% 65.2%
BlackRock Growth Fund 99.8% 99.6% 39,991 99.7% 44.2% 65.2%
Listed  BlackRock Retirement 68.5 99.9% 26.1 99.7% 3.456 99.8% 46.0% 6.5%
Equity Fund
Corporatey | BlackRock Retirement 68.3 98.7% 26.4 95.9% 512 96.5% 39.3% 1.0%
Bond Fund

BlackRock Retirement Fund 99.7% 99.2% 3,968 99.3% 45.2%
Default BlackRock Target Date Fund| 790 | 99.8% 99.6% 43,958 99.6% 44.3% 72.7%

Listed BlackRock (10:80:10)
Equity Currency Hedged Global 113.4 99.7% 99.6% 7,191 99.6% 47.6% 6.2%
Equity

BlackRock (10:80:10) Currency 113.4 99.7% 56.9 99.6% 7.191 99.6% 47.6% 6.2%
Hedged Global Equity

Source: Mercer, using data from MSCI. All data is based on stocklists as at 31 December 2024, using metric calculations and data feeds as at 28 April 2025, or latest available. Allocation weights represent the actual asset allocation for that
mandate or, for mixed mandates, the actual allocation to listed equity or corporate bonds within the mixed mandate.*Allocation as a percentage of total Fund AUM.
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Scope 1 and 2 emissions - Listed Equity and Corporate Bonds

100% 0.2% 0.3% 0.3%

Source: Mercer, using data from MSCI. All data is based on stocklists as at 31 December 2024, using metric
calculations and data feeds as at 28 April 2025, or latest available.

80%
Scope 3 emissions for listed equities and corporate bonds are calculated using estimated data due to the lack of
availability or poor quality of reported data.
60%
B Unavailable
50.2%
A40% G855 Estimated
B Reported
20%
0%
BlackRock Growth Fund BlackRock Retirement BlackRock (10:80:10)
Fund Currency Hedged
Global Equity
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Production Emissions - Sovereign Bonds

Production Emissions Including LULUCF Production Emissions Excluding LULUCF

Sovereign Carbon Sovereign Carbon Allocation

Intensity Absolute Emissions Intensity Absolute Emissions Weight
(tCO2e / $M PPP-Adjusted (tCO2e) (tCO2e / $M PPP- (tCO2e)
Adjusted GDP

Sovereign BlackRock 150.1 97.0% 27,903 97.0% 158.0 97.0% 29,372 97.0% 9.2%
Bonds Retirement Fund

Total Sovereign Bonds 150.1 97.0% 27,903 97.0% 158.0 97.0% 29,372 97.0%

Source: Mercer, using data from MSCI. All data is based on stocklists as at 31 December 2024, using metric calculations and data feeds as at 28 April 2025, or latest available. Sovereign emissions data shown are consistent with the
Partnership for Carbon Accounting Financials (PCAF) definition of Scope 1 sovereign emissions, aligning with the UNFCCC definition of domestic territorial emissions, including emissions from exported goods and services. Emissions
data are presented including and excluding land use, land-use change and forestry (LULUCF).

Allocation weights represent the actual asset allocation for that mandate or, for mixed mandates, the actual allocation to listed equity or corporate bonds within the mixed mandate

Consumption Emissions - Sovereign Bonds

Sovereign Carbon Intensity Sovereign Carbon Intensity Absolute Emissions
Asset (tCO2e / $M PPP-Adjusted (tCO2e / capita) Allocation
Mandate (tCO2e) "
Class Weight

Sovereign BlackRock & 11.9 97.0% e &
Bonds  Retirement Eund* 194.9 97.0% 36,234 97.0% 9.2%

Total Sovereign Bonds 194.9 97.0% 97.0% 36,234 97.0%

Source: Mercer, using data from MSCI. All data is based on stocklists as at 31 December 2024, using metric calculations and data feeds as at 28 April 2025, or latest available.

Allocation weights represent the actual asset allocation for that mandate or, for mixed mandates, the actual allocation to listed equity or corporate bonds within the mixed mandate.

Scope 3 emissions — Listed Equity and Corporate Bonds

WACI Absolute Emissions
Asset tCO2e / $M revenue tCO2e / $M invested tCO2e Allocation
Mandate Weight

Class

20



BlackRock

E:;Eig Glgﬁ\r/]v(;h 236.4  99.8%  320.2  99.8% 83.6 99.6%  148.6  99.6% 105,844 99.7% 189,996  99.7% 65.2%

Ilélqstf?t?/ Igleét:frggecnli 238.0 99.9%  333.0 99.9% 88.0 99.7%  153.8  99.7% 11,200 99.8% 19,519 99.8% 6.5%
Corporate Blaf:kROCk

Bonds Retllzruer:réent 198.4 98.7% 236.5 98.7% 78.5 89.7% 92.2 89.7% 1,468 96.5% 1,692 96.5% 1.0%

B'aCkRof:'E sg’“reme”t 2330 | 99.7% |3207| 99.7% 08.4% |1466| 98.4% | 12674 | 99.3% | 21,245 | 99.3%
Default BlackRock | 5501 | 9980, |3202| 99.8% | 839 | 99.4% |1484| 99.4% |[118518| 99.6% |[211241| 99.6% 72.7%
Target Date Fund

BlackRock

(10:80:10)

Listed Currency
Equity Hedged
Global
Equity

BlackRock (10:80:10)
Currency Hedged Global 99.7% 99.7% 113.6 99.5% 99.5% 14,502 99.6% 36,049 99.6% 6.2%
Equit

Source: Mercer, using data from MSCI. All data is based on stocklists as at 31 December 2024, using metric calculations and data feeds as at 28 April 2025, or latest available. Allocation weights represent the actual asset allocation for that
mandate or, for mixed mandates, the actual allocation to listed equity or corporate bonds within the mixed mandate.

255.0 99.7% 528.4 99.7% 113.6 99.5% 289.3 99.5% 14,502 99.6% 36,049 99.6% 6.2%
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Analysis

The tables above show the funds that are used within the Default Investment Option and BlackRock
(10:80:10) Currency Hedged Global Equity Fund and are within the scope of this report.

Default Investment Option

The Trustee notes that the data from 2019 is more limited than subsequent years due to data availability
at the time. In addition, the Default Investment Option, including the underlying funds, changed in June
2023, making it difficult to compare the 2019 data to later periods. As a result of this, the Trustee has
shown data in the tables below for 2019 (baseline), 2023 (post default strategy changes) and then 2024
to show how the data has changed over time. Whilst the 2019 data may be harder to compare, 2023
and 2024 data (where the strategy was consistent) is a better comparison.

As at 31 December 2023 and 31 December 2024, the Default Investment Option was the Target Date
Funds. The BlackRock Growth Fund held the largest allocation of DC Section assets and it is the largest
contributor to total absolute emissions (for Scope 1, 2 and 3 emissions) and the largest contributor to
carbon footprint and WACI (for Scope 1 and 2 emissions) across both years considered.

The tables below provide a summary of how metrics have changed over time. The percentages show
the year on year comparison.

Scope 1 and 2 emissions — Listed Equity and Corporate Bonds (Default)

31 December 31 December 31 December

2019 2023 2024

-wact 85.2 80.2
(tCO2e / $M sales) (c.-49.0%) (c.-5.9%)
Carbon footprint (tCO2e / $M invested) 89.4 37.6 29.8

(c.-57.9%) (c.-20.7%)

Absolute emissions (tCO2e) n/a 41,789 43,958
(c.+5.2%)

SBTi Alignment n/a 41.5% 44.3%
(c.+2.8%)

Metrics have improved over time for scope 1 and 2 emissions in listed equities and corporate bonds,
with a significant change seen between 2019 and 2023 due to the new default strategy being
implemented. The exception is absolute emissions which increased between December 2023 and
December 2024, largely due to an increase in asset values. The figures in brackets reflect the changes
from the previous column with the majority showing positive progress.

Scope 3 emissions — Listed Equity and Corporate Bonds (Default)

31 31 December 31 December 2024
December 2023

2019
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WACI (tCO2e/ $M sales) n/a 241.7 /321.5 236.1/320.2
Upstream/Downstream

(C.-2.3% / ¢.-0.4%)

Carbon footprint (tCO2e / $M n/a 100.6/173.9 83.9/148.4
invested) Upstream/Downstream

(C.-16.6% / C.-14.7%)

Absolute emissions (tCO2e) n/a 105,986 /183,870 | 118,518/211,241
Upstream/Downstream
(c.-14.9% / c.-14.7%)

Whilst the Scope 3 data suggests a positive trajectory it should be noted that these emissions are
calculated solely using estimated data. A clearer picture will be available over time, when reported data
is more readily available.

Scope 1 and 2 emissions — Sovereign Bonds (Default)

31 December 31 December 31 December
2019 PAOVA] 2024

Production Emissions (including LULUCF)

Sovereign Carbon Intensity 150.1
(tCO2e / $M PPP-Adjusted GDP)

(C.-2.7%)

Absolute Emissions n/a 18,523 27,903
(tCO2e)

(c.-51.4%)

Consumption Emissions

Sovereign Carbon Intensity 194.9
(tCO2e / $M PPP-Adjusted GDP)

(c.-0.3%)
Sovereign Carbon Intensity n/a n/a 11.9
(tCO2e / capita)
Absolute Emissions n/a 24,032 36,234
(tCO2e)

(c.-50.8%)

While absolute emissions have increased per the table above, carbon intensity has remained broadly
constant since 31 December 2023. The increase in emissions is due to the increase in asset value and
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supported by better coverage in the year to 31 December 2024. Please note that the data not directly
comparable due to change in methodologies in relation to the availability covering sovereigns.

BlackRock (10:80:10) Currency Hedged Global Equity Fund

This Fund has been classified as a popular arrangement for the first time as at 31 December 2024. The
Trustee will report this fund against the same metrics used for the Default Investment Option to see
change over time, noting that this is not included in the Trustee’s overall target (which refers to the
Default only).
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Climate Change-Related Disclosures Rolls-Royce Retirement Savings Trust

Targets

The Trustee will keep the following target under review to ensure it remains appropriate and relevant,
taking into account any changes to the investment strategy of the Trust, the availability of data and wider
market developments.

The Trustee has set a target to reduce greenhouse gas emissions by 50% or more by 2030, as
measured by WACI with a 31 December 2019 baseline — and fully (i.e. to net zero) by 2050. This
is for all listed equity and corporate bond mandates within the Trust’s default investment arrangement
and includes Scope 1 and 2 emissions only.

The Trustee will review its targets at least annually and include Scope 3 emissions, when the available
data has improved. The Trustee will exclude sovereigns from the target at this stage due to the limited
impact the Trustee can have.

The Trustee notes that the assets covered by the target have changed following the implementation of
the strategy changes in 2023. The Trustee reviewed the appropriateness of the target following the
change to the Default Investment Option to the Target Date Funds — and concluded that the current
target remained appropriate noting that there will be changes in the decarbonisation curve as a result
of these changes. The Trustee notes that the target now covers ¢.82% of Trust assets (previously
¢.51% before the new Default)

A summary of the progress to date against the target is shown in the table below for the five year-period;
31 December 2019 to 31 December 2024.

It should be noted that the target applies for the assets where WACI data is reportable and that any
improvement in the consistency, comparability and quality of climate related data is likely to have an
impact on the Trust’s climate metrics.

Figure 10: Progress to date towards target

WACI Baseline Change

(2019 — 2024)

(tCO2e/$m 31 December 31 December 31 December 31 December
revenue) 2019 2022 2023 2024

Listed Equities
and Corporate
Bonds — scope
1&2
(Default
Investment)

167.0 127.4 85.2 79.0 -52.7%
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Climate Change-Related Disclosures Rolls-Royce Retirement Savings Trust

WACI (tCO2e / $M sales) for listed equities and corporate bonds, relative to
the 2020 Baseline (31 Dec 2019)

WACLI, December 2019 Haselingl%] -

REFFEEEE

N . - WACI reduction ahead of
b curve

30%
208

10%

0%

2020
2021
2022
2023
2024
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2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050

Decarbonisation pathway B B Decarbonisation progress ahead/behind relative to pathway

Source: Mercer, using data from MSCI. The most recent data is based on stocklists as at 31 December 2024, using metric calculations and
data feeds as at 28 April 2025, or latest available. Prior data corresponds to stocklists from prior years and is taken from previous Mercer
reports.

A wide range of factors will affect whether the Trustee achieves its target and the Trustee has varying
degrees of control over these factors. For example, the quality and availability of data means that the
guoted greenhouse gas emissions are likely to change.

We note that the Trustee has made significant progress and has now surpassed its 50% reduction
target. The fall of ¢.52.7% in greenhouse gas emissions (based on WACI) over the past five years is
driven by a number of factors including:

- Areduction in year-on-year WACI based on the previous default strategy as the underlying
funds became less carbon intensive over time

- A change in the default investment strategy to the Target Date Funds which are significantly
less carbon intensive on a like-for-like basis across asset classes.

- Areduction in year-on-year WACI for the new Target Date Funds

- Supportive engagement from BlackRock who are aligned with the Trustee objectives.

- We also note that other factors could be driving the reduction (e.g. high inflation) and hence
the Trustee will continue to monitor progress against the target in light of other economic
factors.

Ultimately achieving the desired level of decarbonisation will depend on global economies overall
successfully decarbonising. Notwithstanding that there are factors outside of the Trustee’s control, the
Trustee’s intention is to continue to meet its targets and it engages with its investment managers to
make clear its requirements.

Actions and next steps

The Trustee, with support from Mercer, will continue to work with the underlying investment manager
to determine an appropriate decarbonisation plan that covers the following principles:
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Climate Change-Related Disclosures Rolls-Royce Retirement Savings Trust

Stewardship: Work with investment managers to target the top contributors to WACI including
companies in the Utilities, Materials and Energy sectors.

- Understand drivers for change over time through attribution analysis.

Discuss with investment managers what engagement they are having with underlying
companies.

The Trustee will continue to monitor the Trust’s position vs the initial 50% reduction target to ensure
that this can be maintained over time. Once determined, the Trustee will consider subsequent targets.
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Appendix 1: Prior year metrics

a) 31 December 2023 — Default Investment Option (Target Date Funds, from June 2023)

Scope 1 and 2 emissions - Listed Equity and Corporate Bonds

Asset WACI Carbon Footprint Absolute Emissions All i
SS€ Mandate tCO2e / $M sales tCO2e / $M invested tCO2e SBTi ocation

1 *
Class e
Listed RN NER CTowi 86.6 99.6% 38.2 99.7% 38,235 99.7% 41.5% 65.2%
Equity Fund

BlackRock Growth Fund 99.6% 99.7% 38,235 99.7% 41.5% 65.2%
Essel - EREROE RETEmE 72.1 99.6% 335 99.8% 3,114 99.8% 43.6% 6.1%
Equity Fund

CPETEE | RN [REEmE 73.2 98.9% 24.9 80.6% 416 80.6% 34.9% 1.1%
Bond Fund**

BlackRock Retirement Fund 99.5% 96.8% 3,554 96.8% 42.3%
Default BlackRock Target Date Fund| 852 |  99.6% 99.4% 41,789 99.4% 41.5% 72.4%

Source: MSCI and Mercer. All data as at 31 December 2023. Allocation weights represent the actual asset allocation for that mandate or, for Mixed Mandates, the actual allocation to Listed
Equity or Corporate Bonds within the mixed mandate.

*Allocation as a percentage of total Fund AUM. **Percentages considering the respective asset class allocation. For BlackRock Growth Fund these represent a ¢.98.9% fund allocation to
Equity portion. The remainder of ¢.1.1% of the funds is allocated to Corporate Bonds and Sovereign Bonds, which is not included in the analysis due to low allocation. For BlackRock
Retirement Fund these represent a ¢.38.4% fund allocation to Equity portion, ¢.6.9% allocation to Corporate Bonds and ¢.51.1% allocation to Sovereign Bonds. The remainder of the funds is
allocated to asset classes not covered by the analysis.
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Scope 1 and 2 emissions - Listed Equity and Corporate Bonds

100% 0 3y - 0.3%

o9 Source: MSCI and Mercer. Data as at 31 December 2023. Data Quality is presented for: BlackRock Growth Fund and
BlackRock Retirement Fund (Equity Portion ¢.38.4% and Corporate Bond Portion ¢.6.9%).

Please note that:

1) The 0.3% in BlackRock Growth Fund and the BlackRock Retirement Fund in the chart refers to Unavailable data.

2) Scope 3 data quality is 100% estimated.

80%

60%

® Unavailable

95.0%

Estimated
® Reported

40%

20%

0%
BlackRock Growth Fund BlackRock Retirement Fund
Data Quality

Production Emissions - Sovereign Bonds

Sovereign Carbon Intensity Absolute Emissions .
Asset Mandate (tCO2e / $M PPP-Adjusted GDP) (tCO2e) Allocation
Class - - Weight*
Sovereign

Bonds BlackRock Retirement Fund** 149.7 94.2% 18,523 94.2% 8.1%

Total Sovereign Bonds 149.7 94.2% 18,523 94.2%

Source: MSCI and Mercer. All data as at 31 December 2023. Allocation weights represent the actual asset allocation for that mandate or, for Mixed Mandates, the actual allocation to Sovereign Bonds within the mixed mandate.
Production Emission comprise of Scope 1 Emissions.*Allocation as a percentage of total Fund AUM. **Percentages considering the respective asset class allocation. For BlackRock Growth Fund these represent a ¢.98.9%
fund allocation to Equity portion. The remainder of ¢.1.1% of the funds is allocated to Corporate Bonds and Sovereign Bonds, which is not included in the analysis due to low allocation. For BlackRock Retirement Fund these
represent a ¢.38.4% fund allocation to Equity portion, ¢.6.9% allocation to Corporate Bonds and ¢.51.1% allocation to Sovereign Bonds. The remainder of the funds is allocated to asset classes not covered by the analysis.

Consumption Emissions - Sovereign Bonds

Sovereign Carbon Intensity Absolute Emissions _
Asset Mandate (tCO2e / $M PPP-Adjusted GDP) (tCO2e) A\'/{/%?gmn

Class - -
S%":;ﬁ'sgn BlackRock Retirement Fund** 194.3 94.2% 24,032 94.2% 8.1%

Total Sovereign Bonds 149.7 194.3 94.2% 24,032 94.2%

29



Source: MSCI and Mercer. All data as at 31 December 2023. Allocation weights represent the actual asset allocation for that mandate or, for Mixed Mandates, the actual allocation to Sovereign Bonds within the mixed mandate.
Consumption Emissions comprise of Scope 1, 2 & 3 Emissions..*Allocation as a percentage of total Fund AUM. **Percentages considering the respective asset class allocation. For BlackRock Growth Fund these represent a
€.98.9% fund allocation to Equity portion. The remainder of ¢.1.1% of the funds is allocated to Corporate Bonds and Sovereign Bonds, which is not included in the analysis due to low allocation. For BlackRock Retirement Fund
these represent a ¢.38.4% fund allocation to Equity portion, ¢.6.9% allocation to Corporate Bonds and c.51.1% allocation to Sovereign Bonds. The remainder of the funds is allocated to asset classes not covered by the
analysis.

Scope 3 emissions — Listed Equity and Corporate Bonds

WACI Carbon Footprint Absolute Emissions
Asset Mandate tCO2e / $M revenue tCO2e / $M invested tCO2e Allocation

Weight*

Class

Listed BlackRock

Equty ~ Gfowth 2420 99.7% 3218  99.7% 1003 99.5% 1742 995% 95194 997% 166031 99.7% 65.2%
Fund**

B'aCkRI‘:’Sr': dGrOWth 242.0| 99.7% |321.8| 99.7% |100.3| 99.5% |1742| 995% |95194| 99.7% |166,031| 99.7% 65.2%

Listed BlackRock

Equty Retirement 2450 99.8% 3269 99.8% 1066 99.5% 1819 995% 9399  997% 15981  99.7% 6.1%
Fund**

Corporate BlackRock

Bé’nds Retirement 202.3 98.3% 2758 98.3% 81.6 80.4% 97.4 80.4% 1,331 805% 1,650  80.5% 1.1%
Fund**

B'aCkRo'f:'f”ije“reme”t 2386 | 995% [319.2| 995% |[103.4| 96.6% |171.2| 96.6% - 96.8% |17.839 | 96.8%

Default BlackRock | 5 ) 2| 99700 [3215| 99.7% |100.6| 99.2% |173.9| 99.29% [105086| 99.4% [183.870| 99.4% | 72.4%
Target Date Fund
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Appendix 2: Default

Investment Option, Fund
Allocations & Strategic Asset

Allocation

Current Default Investment Option: Target Date Fund (from June 2023)

Target Date Fund

Allocation

100%
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0%

30292827 2625242322212019181716151413121110 9 8 7 6 5 4 3 2
Years to Target Retirement Age

= BlackRock Growth Fund = BlackRock Retirement Fund

Previous Default Investment Option: Drawdown Lifestyle (up to June 2023)

ASSET ALLOCATION (%)

1000 I
900 + I
BOO I
700 +
600
A0 D
300 4
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00 + . . . . .

180 29 28 27 26 25 24 235 X2 N
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M BlackRock Institutional Sterling Liquidity B Aviva Diversified Growth
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| GIM Diversified
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Default component funds
Fund Allocations — 31 December 2024

Asset Value (EM) % of Trust assets

BlackRock Target Date Funds 1,328.9 82.1
BlackRock (10:80:10) Currency Hedged Global Equity 101.0 6.2
BlackRock Institutional Sterling Liquidity 18.0 1.1
Aviva Diversified Growth (50:50 LGIM 16.0 1.0
Diversified/Insight BOF)

LGIM Diversified 4.2 0.3
LGIM Retirement Income Multi-Asset 5.2 0.3
LGIM Future World Annuity Aware 6.1 0.4
BlackRock UK Equity Index 24.3 15
BlackRock US Equity Index 28.7 1.8
BlackRock European Equity Index 4.0 0.2
BlackRock Japanese Equity Index 2.2 0.1
BlackRock Pacific Rim Equity Index 15 0.1
BlackRock Emerging Markets Equity 2.8 0.2
HSBC Islamic Global Equity Index 53.5 3.3
LGIM FTSE4Good Equity Fund 14.1 0.9
BlackRock Over 5 Year Index-Linked Gilt Index 5.2 0.3
BlackRock Over 15 Year Gilt Index 0.4 0.0
BlackRock Corporate Bond All Stocks Index 0.7 0.0
LGIM Future World Global Equity 1.7 0.1
TOTAL 1,618.3 100.0

*Previously named the LGIM Ethical Global Equity Index
Source: Aviva and Mercer.

Figures may not sum to total due to rounding.
Valuations include AVC assets.

Institutional Sterling Liquidity includes cash.
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Strategic Asset Allocation — 31 December 2023

Modelling Asset Class BlackRock Growth BlackRock
Retirement

ACS World ex UK Equity Tracker Fund MSCI World Equity 11.0%

ACS World ESG Equity Tracker Fund 32.9% 32.0%
ACS World ESG Screened Equity Tracker Fund MSCI ACWI ESG 32.9% -
ACS World Small Cap ESG Screened Equity Tracker Fund 9.6% 3.2%
iShares Emerging Markets Index Fund Emerging Markets Equity 8.1% 2.6%
ACS UK Equity Tracker Fund UK Equity 0.5% -
iShares Overseas Government Bond Index Fund Global Sovereign Bonds - 20.2%
iShares UK Gilts All Stocks Index Fund - 12.6%
iShares Up to 10 Years Gilts Index Fund UK Sovereign Bonds - 3.7%
iShares Up to 10 Years Index Linked Gilt Index Fund - 15.5%
iShares ESG Overseas Corporate Bond Index Fund Global Investment Grade Credit - 4.3%
iShares Sterling Corporate Bond Index Fund UK Investment Grade Credit - 3.5%
iShares Enviroment & Low Carbon Tilt Real Estate Index Global Real Estate 5.1% 1.0%
Fund

iShares Diversified Commodity Swap UCITS ETF Cash - 1.5%

Source: SAA as at 31 December 2023
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Appendix 3: 2023 Scenario
Analysis (Default Strategy)

Climate change scenario analysis has been undertaken on the strategic asset allocation of the Trust’'s
Default Investment Option, the Target Date Funds, to test the resilience of the investment strategy and
assess the potential implications of climate change under three core scenarios (“Rapid”, “Orderly” and
“Failed” Transitions) and over three time periods (5, 20 and 40 years).

* A Rapid / Disorderly Transition — Average temperature increase of 1.5°C by 2100 (relative to
pre-industrial average). This scenario assumes sudden downward re-pricing across assets in
2025. This could be driven by a change in policy, consideration of stranded assets or expected
costs. The shock is partially sentiment driven and so is followed by a partial recovery. Physical
damages are most limited under this scenario.

* An Orderly Transition - Average temperature increase is less than 2.0°C by 2100. Political and
social organizations to act quickly and predictably to implement the recommendations of the
Paris Agreement to limit global warming to below 2°C. Transition impacts do occur but are
relatively muted across the broad market.

* A Failed Transition — Average temperature increase above 4°C by 2100. The world fails to co-
ordinate a transition to a low carbon economy and global warming exceeds 4°C above pre-
industrial levels by 2100. Physical climate impacts cause large reductions in economic
productivity and increasing impacts from extreme weather events. These are reflected in
repricing events in the late 2020s and late 2030s.

The analysis is based on scenarios developed by Mercer working with Ortec Finance. These
scenarios were selected by the Trustee to test a broad range of feasible outcomes and the Trust’s
exposure to both transition and physical risks

At a market level, transition risks are reasonably priced in, however, longer term physical risks are more
likely to be mispriced. Transition risks remain at sector level and at the market level due to the potential
for more extreme transition scenarios to occur. We express this view by modelling scenarios relative to
a baseline scenario. Mercer’s baseline assumes a composite scenario with the following weightings
priced in: 40% Orderly Transition, 10% Rapid Transition, 10% Failed Transition, the remaining 40%
represents low impact scenarios and the potential for the transition to have an overall positive impact.

One way to illustrate scenarios is by plotting the transition risk against the physical risk. This is shown

in the chart below, which builds upon the Climate Scenarios Framework developed by the Network for
Greening the Financial System.
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Figure 4: Summary of climate change scenario analysis
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Climate scenario analysis is an ever evolving space and, as such, the scenarios modelled and reported
may be subject to review in future periods. Appendix 5 of this report summarises the key assumptions
and limitations of the climate scenario modelling. It is important to note that the modelling may
understate the true level of risk due to the uncertainty around the future economic impacts of climate
change.

The chosen scenarios help the Trustee understand the resilience of the Trust's Default Investment
Option to different potential warming pathways covering eventual temperature increases over different
timeframes. While a lower warming pathway (sub-2°C scenario) is one which governments, businesses
and society should aim for, there is a possibility that a failure to reduce greenhouse gas emissions
quickly enough could set off irreversible feedback loops that significantly warms the planet (4°C
scenario).

The Trustee notes that the modelling may understate the true level of risk and uncertainty is likely to be
greater for higher warming scenarios, in particular due to the difficulty in being able to accurately predict
the future. Please note, climate-related scenario analysis is an ever evolving space and as such the
scenarios modelled may be subject to review in future periods.

The scenario analysis is based on the asset allocation of the Target Date Fund (set out in Appendix 2)
which varies as members approach retirement. The scenario analysis has been conducted for the
following member cohorts:

- Members who are 40 years from retirement
- Members who are 35 years to retirement, who might be described as the average member.

Whilst both of these members will be invested in a similar way at outset, their paths and projected
outcomes will be different in 10 years as the latter enters the glidepath.

We have assumed a starting asset value of £100 with no contributions. This will allow an assessment
of the climate impact upon investment returns.
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The charts below represent the output of the Trustee’s quantitative analysis of the Default Investment
Option. The charts represent projections of annualised returns and asset values from an analysis date
of 31 December 2023 over a period of 40 years.

Figure 5: Annualised Returns

Target Date Funds (40 years to retirement)
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Our analysis has considered “stress tests”. In this analysis repricing shocks are included within
scenarios. Our rapid transition includes a shock around 2025 pricing in (and over reacting to a degree)
to transition costs.
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Figure 6: Asset Projection (40 years to retirement)
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5 Years — Over this time period, transition risk dominates. The Rapid Transition is
the most impactful scenario. Under this scenario there is a shock to asset values of
about 9.1% in year 2 followed by a recovery in the following year. Overall, projected
asset values at this time point are reduced by 5.5% in the Rapid Transition. This will
impact younger members and average aged members equally, mainly through equity
exposure which will bear the majority of the impact.

20 years — As longer term physical damages begin to be priced in, the Failed
Transition becomes the most impactful scenario. Failed Transition reduces the asset
value by 41.6%.

40 years — Over the long term, physical damages are the dominant driver and the
Failed Transition is by far the worst scenario. Failed Transition reduces the asset
value by 50.3%. In addition, we see the additional warming and hence damage in
the Orderly Transition (compared to the Rapid Transition) meaning it becomes a
more negative scenario.
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Figure 7: Asset Projection (25 years to retirement)
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5 Years — Over this time period, transition risk dominates. The Rapid Transition is
the most impactful scenario. Overall, projected asset values at this time point are
reduced by 5.5% in the Rapid Transition.

20 years — As longer term physical damages begin to be priced in, the Failed
Transition becomes the most impactful scenario. Failed Transition reduces the
asset value by 35.3%. The average member will be somewhat protected in this
scenario compared to younger members.

40 years — Over the long term, physical damages are the dominant driver and the
Failed Transition is by far the worst scenario. Failed Transition reduces the asset
value by 41.4%. The average member will be impacted significantly at the point they
might be seeking to crystallise benefits.

Our analysis illustrates that a failed transition is by far the worst in terms of long term returns. This
supports the view that long term investors collectively trying to bring about an effective and orderly

transition is aligned to their fiduciary duty to seek the best return within risk, liquidity and complexity
restraints.
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Figure 8: Climate stress testing
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more likely than neat, annual averages. This
means that longer-term impacts, including
transition impacts and particularly physical
damages, could impact portfolios earlier than
they occur. Our analysis has considered this
through what we call “stress tests”. In this
analysis repricing shocks are included within
scenarios.

Our rapid transition includes a shock around
2025 pricing in (and over-reacting to a degree) to
transition costs, see blue box. Our failed
W s e 7 s o mom o obowos e u o o transitionincludes shocks towards the end of the
Years 2020s and 2030s pricing in future damage, see
orderlyTransition— nink box. While the exact timing of such shocks
is unknowable, considering such shocks is
important to risk analysis.

Key conclusions

A successful transition remains imperative: Over the long term, for nearly all investors, a
successful transition leads to enhanced projected returns when compared to scenarios
associated with higher temperature outcomes due to lower physical damages. In some cases,
a rapid transition leads to better overall outcomes over the long term, accounting for the
negative impact over the short term.

Sustainable allocations protect against transition risk, growth assets are highly
vulnerable to physical risk: Asset class returns vary significantly by scenario depending on
their respective exposure to transition and physical risks.

Sector exposure is key: Differences in return impact are most visible at an industry-sector
level, with significant divergence between scenarios. Oil and gas, fossil fuel-based utilities and
renewables are most impacted by the transition.

Investors should be aware of future pricing shocks: As markets react to new information,
as a result of changing physical and policy / transition risks, investors will be vulnerable to rapid
repricing shocks. Exploring the potential impact that repricing events can have on investment
strategy and positioning portfolios ahead of time is critical.
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Appendix 4: 2022 Scenario
Analysis (BlackRock 10:80:10
Currency Hedged Global
Equity Fund)

Climate change scenario analysis has been undertaken on the strategic asset allocation of the
BlackRock (10:80:10) currency hedged global equity fund to test the resilience of the fund and assess
the potential implications of climate change under three core scenarios (“Rapid”, “Orderly” and “Failed”
Transitions) and over three time periods (5, 20 and 40 years).

* A Rapid / Disorderly Transition — Average temperature increase of 1.5°C by 2100. Sudden
divestments across multiple securities in 2025 to align portfolios to the Paris Agreement goals
which have disruptive effects on financial markets with sudden repricing followed by stranded
assets and a sentiment shock. Following this shock there is a partial recovery.

* An Orderly Transition - Average temperature increase of less than 2.0°C by 2100. Political and
social organizations to act quickly and predictably to implement the recommendations of the
Paris Agreement to limit global warming to below 2°C. Transition impacts do occur but are
relatively muted across the broad market.

* A Failed Transition — Average temperature increase above 4°C by 2100. The world fails to co-
ordinate a transition to a low carbon economy and global warming exceeds 4°C above pre-
industrial levels by 2100. Physical climate impacts cause large reductions in economic
productivity and increasing impacts from extreme weather events. These are reflected in
repricing events in the late 2020s and late 2030s.

The analysis is based on scenarios developed by Mercer working with Ortec Finance. These
scenarios were selected by the Trustee to test a broad range of feasible outcomes and the Trust’s
exposure to both transition and physical risks

At a market level, transition risks are reasonably priced in, however, longer term physical risks are more
likely to be mispriced. Transition risks remain at sector level and at the market level due to the potential
for more extreme transition scenarios to occur. We express this view by modelling scenarios relative to
a baseline scenario. Mercer’'s baseline assumes a composite scenario with the following weightings
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priced in: 40% Orderly Transition, 10% Rapid Transition, 10% Failed Transition, the remaining 40%
represents low impact scenarios and the potential for the transition to have an overall positive impact.

One way to illustrate scenarios is by plotting the transition risk against the physical risk. This is shown
in the chart below, which builds upon the Climate Scenarios Framework developed by the Network for
Greening the Financial System.

Summary of climate change scenario analysis

Disorderly
Transition

Delayed and sudden
response is disruptive but

Too Little Too Late

)

E meets climate goals

OF | - e
5 |

7 Torde.,:.'y Failed

® ransiion | es

= Transition

Emission reductions start
immediately to meet climate
goals

Emissions increase and
climate goals are not met

Warming and physical risks

Climate scenario analysis is an evolving space and, as such, the scenarios modelled and reported may
be subject to review in future periods. Appendix 5 of this report summarises the key assumptions and
limitations of the climate scenario modelling. It is important to note that the modelling may understate
the true level of risk due to the uncertainty around the future economic impacts of climate change.

The chosen scenarios help the Trustee understand the resilience of the Trust's Default Investment
Option to different potential warming pathways covering eventual temperature increases over different
timeframes. While a lower warming pathway (sub-2°C scenario) is one which governments, businesses
and society should aim for, there is a possibility that a failure to reduce greenhouse gas emissions
quickly enough could set off irreversible feedback loops that significantly warms the planet (4°C
scenario).

The Trustee notes that the modelling may understate the true level of risk and uncertainty is likely to be
greater for higher warming scenarios, in particular due to the difficulty in being able to accurately predict
the future. Please note, climate-related scenario analysis is an r evolving space and as such the
scenarios modelled may be subject to review in future periods.

The scenario analysis is based on the allocations below. We have assumed a starting asset value of
£100 with no contributions. This will allow an assessment of the climate impact upon investment
returns.
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obal Equi
Currency Hedged
Portfolio (Current

US Equity 27.12%
UK Equity 10.01%
Europe Equity 26.58%
Japan Equity 13.11%
Developed Asia Ex-Japan Equity 13.18%
Emerging Markets Equity 10.00%

The charts below represent the output of the Trustee’s quantitative analysis of the Default Investment
Option. The charts represent projections of annualised returns and asset values from an analysis date
of 31 December 2021 over a period of 40 years.

Annualised Returns

Annualised Returns

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39

Years
Baseline = == == Failed Transition —— Rapid Transition Orderly Transition

Note: Annualised refums at Year X are the annualised refurns for each year up to and including Year X

Our analysis has considered “stress tests”. In this analysis repricing shocks are included within
scenarios. Our rapid transition includes a shock around 2025 pricing in (and over reacting to a degree)
to transition costs.
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5 Years — Over the short term transition risk dominates and the market shock in the rapid transition causes a deterioration of

£16 (12%) in value at year 5 (compared to the baseline). This is driven by the transition shock impacting the economy and
investment markets causing losses in equity and growth assets in particular. The timing of any shock or recovery is
uncertain.

20 years — Physical impacts and, to a lesser extent, transition risks are evident over the medium term. The failed and rapid
transitions show a deterioration of around £99 and £34 over 20 years respectively.

40 years — Over the long term the failed transition is the worst scenario potentially reducing the value of the current portfolio

by 40%.
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Our analysis illustrates that a failed transition is by far the worst in terms of long term returns. This
supports the view that long term investors collectively trying to bring about an effective and orderly
transition is aligned to their fiduciary duty to seek the best return within risk, liquidity and complexity
restraints.

Key conclusions

A successful transition remains imperative: Over the long term, for nearly all investors, a
successful transition leads to enhanced projected returns when compared to scenarios
associated with higher temperature outcomes due to lower physical damages. In some cases,
a rapid transition leads to better overall outcomes over the long term, accounting for the
negative impact over the short term.

Sustainable allocations protect against transition risk, growth assets are highly
vulnerable to physical risk: Asset class returns vary significantly by scenario depending on
their respective exposure to transition and physical risks.

Sector exposure is key: Differences in return impact are most visible at an industry-sector
level, with significant divergence between scenarios. Oil and gas, fossil fuel-based utilities and
renewables are most impacted by the transition.

Investors should be aware of future pricing shocks: As markets react to new information,
as a result of changing physical and policy / transition risks, investors will be vulnerable to rapid
repricing shocks. Exploring the potential impact that repricing events can have on investment
strategy and positioning portfolios ahead of time is critical.
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Appendix 5: Modelling
assumptions

Analysis is shown as at 31 December 2023 (appendix 3) and 31 December 2021 (appendix 4). The assumptions are
based on Mercer's Stochastic scenarios. Our scenarios do not assume any differences between geographies
regarding Developed Equity returns.

Climate scenario modelling is a complex process and the Trustee is aware of the modelling limitations. In
particular:

» The further into the future you go, the less reliable any quantitative modelling will be.

» Looking at average asset class returns over multi-decade timeframes leads to invariably small impacts. The
results are potentially significantly underestimated.

» There is a reasonable likelihood that physical impacts are grossly underestimated. Feedback loops or ‘tipping
points’, like permafrost melting, are challenging to model particularly around the timing of such an event and the
speed at which it could accelerate.

» Financial stability and insurance ‘breakdown’ is not modelled. A systemic failure may be caused by either an
‘uninsurable’ 4°C physical environment, or due to the scale of mitigation and adaption required to avoid material
warming of the planet.

» Most adaptation costs and social factors are not priced into the models. These include population health and
climate-related migration.

Mercer’s UK Capital Market Assumptions:

31/12/2023
Asset Class

5Years 20 Years 40 Years
MSCI World Equity 8.6% 9.6% 8.4%

Emerging Markets Equity 10.7% 11.6% 10.3%

Global Real Estate 7.2% 8.1% 6.9%

Modelling Assumptions — Cumulative Impacts (relative to baseline) for:

Failed Transition Limited Transition Rapid Transition
31/12/2023

flsset Class 5 Years = - 5 Years e e 5 Years <l w2 5 Years e e

Years Years Years Years Years Years Years Years
MSCI World Equity 21% -458% -57.1% -06% -18.4% -27.5% -8.7% -14% 7.1% -09% 15% -56%
UK Equity -19% -357% -46.3% -02% -143% -21.0% -7.8% -1.8% 42% -08% 08% -42%
Emerging Markets Equity -21% -38.6% -52.7% -0.6% -19.9% -206% -9.0% -34% 50% 02% 1.8% -5.4%
MSCI ACWI ESG Equity 27% -457% -57.7% -10% -18.9% -28.1% -56% 24% 115% -08% 1.8% -4.9%
UK Investment Grade Credit -03% -02% -12% 00% 0.1% 04% -16% -20% -1.5% 00% 03% 02%

[ELLERRIEE CRIRSIELEARELY -0.2% -0.1% -1.8% -01% -03% -12% -19% -1.7% -16% 00% 05% -0.9%

Global Sovereign Bonds 01% -01% -1.7% 01% 00% -1.1% -05% 03% 08% 00% 03% -12%

UK Sovereign Bonds 01% 02% -01% 01% -01% 07% -04% -01% 04% 00% 02% 02% 45

Cash 0.1% -04% -31% -02% -02% -15% -02% 06% 11% 00% 02% -1.7%

Global Real Estate -3.9% -38.8% -506% -1.9% -15.9% -235% -06% 55% 13.6% -06% 1.6% -26%



Failed Transition Rapid Transition

311272021

Asset Class
10 Years 30 Years 10 Years 30 Years 10 Years 30 Years

-48% -34.6% A1.7% 12.4% 1.8% 2.2%
5.0% -28.5% -8.2% 7.8% -0.5% 0.2%
47% -31.8% 12.0% -11.9% 0.3% 0.9%
6.0% -36.7% -10.5% -9.5% 1.9% 3.5%
5.8% -39.8% -12.3% -12.5% 0.1% 0.2%
Emerging Markets Equi 5.8% -41.3% -10.3% -10.5% 11% 1.3%

Modelling Assumption — Narratives (2021 and 2023 analysis)

Investment and Failed Transition

Funding Climate

Rapid Transition Orderly Transition

Scenario
Analysis
Assumptions

Summary Sudden divestments in 2025 to Political and social The world fails to meet the Paris
align portfolios to the Paris organizations act quickly Agreement goals and global
Agreement goals have disruptive  and predictably to warming reaches 4.3°C above
effects on financial markets with implement the pre-industrial levels by 2100.
sudden repricing followed by recommendations of the Physical climate impacts cause
stranded assets and a sentiment Paris Agreement to limit large reductions in economic
shock. global warming to below productivity and increasing
2°C above pre-industrial impacts from extreme weather
levels by 2100. events.
Cumulative 416 GtCO2e 810 GtCO2e 5,127 GtCO2e
emissions
to 2100

Key policy and
technology
assumptions

An ambitious policy regime is pursued to encourage greater
decarbonisation of the electricity sector and to reduce emissions
across all sectors of the economy.

Higher carbon prices, larger investment in energy efficiency and
faster phase out of coal-fired power generation under a ‘Rapid’
transition.

Existing policy regimes are
continued with the same level of
ambition.

Financial climate

Pricing in of transition and

Pricing in of transition and

Physical risks are priced in two

modelling physical risks of the coming 40 physical risks until 2050 different periods: 2026-2030
years occurs within one year in takes place over the first 4 (risks of first 40 years) and 2036-
2025. As a result of this years. 2040 (risks of 40-80 years).
aggressive market correction, a
confidence shock to the financial
system takes place in the same
year.

Physical risk Physical risks are regionally differentiated, consider variation in expected temperature increase per

impact on GDP

region and increase dramatically with rising average global temperature. Physical risks are built up

from:

Gradual physical impacts associated with rising temperature (agricultural, labour, and industrial

productivity losses)

Economic impacts from climate-related extreme weather events
Current modelling does not capture environmental tipping points or knock-on effects (e.g., migration

and conflict).

Physical risk
impact on
inflation

Gradual physical impact (supply
shocks) on inflation included
through damages to agriculture
and change in food prices. Total
impact on a Global CPI Index is
+2% in 2100.

No explicit modelling of
physical risk impact on
inflation (supply-side
shocks). Impact on inflation
follows historical

Severe gradual physical impact
(supply shocks) on inflation
included through damages to
agriculture and change in food
prices. Total impact on a Global
CPI Index is +15% in 2100.
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Investment and Rapid Transition Orderly Transition
Funding Climate

Scenario

Analysis

Assumptions
relationship between GDP
and CPL.

Failed Transition

Source: Mercer and Ortec. Climate scenarios as at December 2021 and 2023.
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Appendix 6: Climate Change
Glossary

Carbon footprint: The amount of carbon dioxide (or other greenhouse gasses) released into the
atmosphere as a result of the activities of a particular individual, organization or community. Carbon
footprint is calculated for each company as (Scope 1 and 2 carbon emissions / $m investments). See
also Scope 1, 2, 3 emissions and Weighted Average Carbon Intensity (WACI).

Carbon intensity: The amount of emissions of carbon dioxide (or other greenhouse gasses) released
per unit of another variable such as revenue, gross domestic product (GDP), per $1million invested etc.
See also Weighted Average Carbon Intensity (WACI).

Carbon price: The price for avoided or released carbon dioxide (CO2) or CO2-equivalent emissions.
This may refer to the rate of a carbon tax, or the price of emission permits. In many models that are
used to assess the economic costs of mitigation, carbon prices are used as a proxy to represent the
level of effort in mitigation policies.

Carbon neutrality: Achieved by offsetting emissions by paying for credits (usually certified via new
forestry equivalents that provide carbon removal). Carbon neutrality is similar to net zero targeting —
the latter requires actual emissions reductions to meet targets though (rather than purchasing offsets).
See also Net Zero CO2 emissions.

Consumption emissions: Mapped to Scope 1 + Scope 2 + Scope 3 — Exported emissions

Decarbonisation: The process by which countries, individuals or other entities aim to achieve zero
fossil carbon existence. Typically refers to a reduction of the carbon emissions associated with
electricity, industry and transport.

Global warming: The estimated increase in global mean surface temperature expressed relative to
pre-industrial levels unless otherwise specified. See also Pre-industrial.

Greenhouse gases: Gases in the planet’s atmosphere which trap heat. They let sunlight pass
through the atmosphere but prevent heat from leaving the atmosphere. Greenhouse gases include:
Carbon Dioxide (CO2), Methane (CH4), Nitrous Oxide (N20), Hydrofluorocarbons (HFCs),
Perfluorocarbons (PFCs), Sulphur Hexafluoride (SF6), Nitrogen Trifluoride (NF3).

Inevitable policy response: A scenario that expects an acceleration of climate-related policy

announcements in 2023-2025, which has been supported by the Principles for Responsible
Investment (PRI).
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Mitigation (of climate change): A human intervention to reduce emissions or enhance the sinks of
greenhouse gases.

Mitigation strategies: In climate policy, mitigation strategies are technologies, processes or practices
that contribute to mitigation, for example, renewable energy (RE) technologies, waste minimization
processes and public transport commuting practices.

Net zero CO2 emissions: Net zero carbon dioxide (CO2) emissions are achieved when CO2
emissions are balanced globally by CO2 removals over a specified period. The term “net zero” is also
typically associated with the 2050 date or earlier, as this is aligned with the scientific recommendations
to achieve a 1.5°C scenario. See also Carbon neutrality (which differs slightly).

Paris Agreement: The Paris Agreement under the United Nations Framework Convention on Climate
Change (UNFCCC) was adopted on December 2015 in Paris, at the 21st session of the Conference of
the Parties (COP) to the UNFCCC. The agreement, adopted by 196 Parties to the UNFCCC, entered
into force on 4 November 2016 and as of May 2018 had 195 Signatories and was ratified by 177
Parties. One of the goals of the Paris Agreement is “Holding the increase in the global average
temperature to well below 2°C above pre-industrial levels and pursuing efforts to limit the temperature
increase to 1.5°C above pre-industrial levels”, recognising that this would significantly reduce the risks
and impacts of climate change. Additionally, the Agreement aims to strengthen the ability of countries
to deal with the impacts of climate change.

Physical risks: Dangers or perils related to the physical or natural environment that pose a threat to
physical assets e.g. buildings, equipment and people. Mercer’s scenario analysis grouped these into
the impact of natural catastrophes (for instance sea level rise, flooding, wildfires, and hurricanes) and
resource availability (particularly water). See also Transition risks.

Pre-industrial: The multi-century period prior to the onset of large-scale industrial activity around
1750. The reference period 1850-1900 is used to approximate pre-industrial global mean surface
temperature.

Principles for Responsible Investment (PRI): Non-profit organisation which encourages investors to
use responsible investment to enhance returns and better manage risks. It engages with global
policymakers and is supported by, not but part of, the United Nations. It has six Principles for
Responsible Investment that offer a menu of possible actions for incorporating ESG issues into
investment practice.

Production emissions: mapped to Scope 1 emissions. The definition of Production emissions follows
the territorial emissions approach adopted by the United Nations Framework Convention on Climate
Change (UNFCCC) for annual national inventories. Production emissions are presented including land
use, land-use change and forestry (LULUCF) emissions.

49



Resilience: The capacity of social, economic and environmental systems to cope with a hazardous
event or trend or disturbance, responding or reorganising in ways that maintain their essential
function, identity and structure while also maintaining the capacity for adaptation, learning and
transformation.

Scope 1, 2, 3 emissions: Scope 1 emissions are direct emissions from owned or controlled sources.
Scope 2 emissions are indirect emissions from the generation of purchased energy. Scope 3
emissions are all indirect emissions (not included in scope 2) that occur in the value chain of the
reporting company, including both upstream and downstream emissions.

Stranded assets: Assets exposed to devaluations or conversion to “liabilities” because of
unanticipated changes in their initially expected revenues due to innovations and/or evolutions of the
business context, including changes in public regulations at the domestic and international levels.

Transition risks: Risks from policy changes, reputational impacts and shifts in market preferences,
norms and technology as the economy moves to a low carbon approach. See also Physical risks.

Weighted average carbon intensity (WACI): The carbon intensity of a portfolio, weighted by the
proportion of each constituent in the portfolio. Carbon intensity is calculated for each company as
(Scope 1 and 2 carbon emissions / $m revenue). See also Carbon footprint.
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Appendix 7. Important notices
from data providers

Mercer

Past performance does not guarantee future results. Information contained herein has been obtained from a
range of third-party sources. While the information is believed to be reliable, Mercer has not sought to verify it
independently. As such, Mercer makes no representations or warranties as to the accuracy of the information
presented and takes no responsibility or liability (including for indirect, consequential or incidental damages), for
any error, omission or inaccuracy in the data supplied by any third party. The information does not constitute an
offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or
products or constitute a solicitation on behalf of any of the investment managers, their affiliates, products or
strategies that Mercer may evaluate or recommend. This does not offer any advice regarding current or future
applicable laws or regulations. Mercer does not provide legal advice. You should contact your legal adviser
before making any decisions with legal and/or regulatory implications.

Mercer Limited is authorised and regulated by the Financial Conduct Authority. Registered in England and Wales
No. 984275. Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU.

MSCI
In addition, some of the underlying data has been provided by MSCI which is ©2025 MSCI ESG Research LLC.
Reproduced by permission.

Although information providers, including without limitation, MSCI Inc., MSCI Inc., MSCI ESG Research LLC, or
their affiliates (“MSCI”), or information providers (together the “MSCI Parties”), obtain information from sources
they consider reliable, none of the MSCI Parties warrants or guarantees the originality, accuracy and/or
completeness of any data herein. None of the ESG Parties makes any express or implied warranties of any kind,
and the MSCI Parties hereby expressly disclaim all warranties of merchantability and fitness for a particular
purpose, with respect to any data herein. None of the MSCI Parties shall have any liability for any errors or
omissions in connection with any data herein. Further, without limiting any of the foregoing, in no event shall any
of the MSCI Parties have any liability for any direct, indirect, special, punitive, consequential or any other
damages (including lost profits) even if notified of the possibility of such damages.

Ortec Finance

Mercer has entered into a global agreement with Ortec Finance regarding the use of their climate scenarios by
Mercer’s clients.

Climate scenarios have been prepared with care using the best available data. The scenarios may contain
information provided by third parties or derived from third party data and/or data that may have been categorized
or otherwise reported based upon client direction. The scenarios are for information purposes and are not to be
construed as investment advice. Ortec Finance assumes no responsibility for the accuracy, timeliness or
completeness of any such information. Ortec Finance accepts no liability for the consequences of investment
decisions made in relation on information in this report. The scenarios are copyright of Ortec Finance. You may
not, except with our express written permission, distribute or commercially exploit the content. All Ortec Finance
services and activities are governed by its general terms and conditions which may be consulted on
www.ortecfinance.com and shall be forwarded free of charge upon request.
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