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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023

The Trustee presents to the members its annual report and financial statements for the year ended 31 December
2023.

Scheme Information

The Yorkshire Building Society Pension Scheme (the “Scheme”) is governed by the Definitive Trust Deed, dated
1 April 2010, including subsequent amendments. A supplemental Definitive Trust Deed and Rules was signed on
5 December 2018 which consolidated the original Definitive Deed and Rules with all subsequent amending
deeds. No additional amendments were made to the Deed and Rules throughout this process or subsequently.

The Scheme is a registered pension scheme within the meaning of Section 153 of the Finance Act 2004 and
provides pensions and lump sum benefits on retirement and death for those past and present employees who
are members of the Scheme.

The Scheme provides both defined benefit (DB) and defined contribution (DC) pensions. The DB section is
closed to new employees and to future accrual whilst the DC section is open to new employees. Detailed
information about the Scheme is available to members at www.ybspensionscheme.co.uk.

The Trustee, YBS Pension Trustees Limited, is a Corporate Trustee. Trustee Directors are appointed and removed
from office by the Employer in accordance with the Trust Deed and the Trustee's Articles of Association. Under
the provisions of the Pensions Act 2004, at least one-third of the Trustee Directors must be nominated by
Scheme members. In accordance with these provisions, two member-nominated Trustee Directors are currently
appointed. The Trustee Directors have the responsibility for ensuring that the Scheme is properly run in
accordance with its governing documents and in the best interests of the members.

During the year, the Trustee Directors met regularly to review the management of the Scheme and to monitor
the performance of the Investment Managers, Administrators and Advisers. The dates of the Trustee Board
meetings and the number of Trustee Directors in attendance are shown below:

Date Attendance
20 March 2023 6 of 6
16 June 2023 6 of 6
26 September 2023 6 of 7
28 November 2023 6 of 7

The Trustee Directors also met on 11 May 2023 to review and revise the DB investment strategy, and on 4 July
and 25 October 2023 to review and agree amendments to the DC investment strategy.

In addition, the Trustee has established several subcommittees which meet regularly throughout the year in
between the Trustee Board meetings to progress specific areas of work in more detail. In 2023, the following
subcommittees met:

e Investment Governance Subcommittee (4 meetings)

e Governance and Operational Risk Subcommittee (4 meetings)
e Communications Subcommittee (4 meetings)

e GMP Working Party (6 meetings)

e TCFD Working Party (6 meetings)
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE’'S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)

Membership
The number of members as at the year-end was:
2023 2022
Active members Defined contribution 3,401 3,072
Deferred pensioners Defined benefit 1,463 1,546
Defined contribution 4,568 4,481
Pensioners Defined benefit 1,943 1,895

1375 10,994

Included within ‘pensioners’ are 122 spouse/child pensioners (2022: 111), 761 members with benefits insured with
the Pension Insurance Corporation (2022: 786), and 11 other annuitants (2022: 11).

Pension Increases

All pensions in payment were increased in accordance with the Rules of the Scheme. The Retail Price Index (RPI)
dependent increases for each section of the Scheme (up to a maximum of 5.0%) were as follows:

Date increase RPl increase and Minimum Maximum Average
applied reference date increase increase increase
applied applied applied

- . Anniversary dates 12.6% o o o

Barnsley Building Society throughout the year  (September 2022) 0% 5.0% 3.5%
Chelsea Building Societ 1 April 2023 13.4% 0% 5.0% 4.8%
9 y P (December 2022) ? e =27

Norwich & Peterborough 10.7% o o o
Building Society 1 September 2023 Uune 2023) 0% 5.0% 4.4%
Yorkshire Building Societ 1January 2023 14.2% 0% 5.0% 4.9%
g >0dely y (October 2022) ° S =7

Deferred pensions in excess of the Guaranteed Minimum Pension (GMP) are increased annually in line with the
cost of living up to a maximum of 5%. There were no discretionary increases during the year (2022: Nil).

Transfer Values

Cash equivalent transfer values paid to other approved pension arrangements are calculated and verified as
prescribed by Section 97 of the Pension Schemes Act 1993. No discretionary benefits are included.

Benefit/Scheme Changes
There were no benefit or Scheme changes during the year.
Financial Development of the Scheme

Changes in the Scheme’s net assets during the year were as follows:

£'000s
Net assets at 1 January 2023 829,526
Net withdrawals from dealings with members (20,882)
Net returns on investments 36,913
Net assets at 31 December 2023 845,557

The financial statements for the year have been prepared and audited in accordance with Sections 41(1) and (6)
of the Pensions Act 1995.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)
Enquiries
All enquiries about the Scheme and individual benefit entitlements should be addressed to the Scheme Trustee:

(For DB Benefits)
¢/o XPS Administration Limited
PO Box 562
Middlesbrough TS19JA

Email: ybs@xpsgroup.com

(For DC Benefits)
c/o FIL Life Insurance Limited (“Fidelity”)
Beech Gate
Millfield Lane
Lower Kingswood
Tadworth
Surrey KT20 6RP

pensions.service@fil.com

MoneyHelper

MoneyHelper provides pension guidance, money guidance and debt advice. These services were previously
provided by three separate government entities; The Money and Pensions Service (formerly The Pensions
Advisory Service), Pension Wise and the Money Advice Service. MoneyHelper can be contacted at:

MoneyHelper
Holborn Centre
120 Holborn
London ECIN 2TD

Tel: 0800 011 3797
Email: pensions.enquiries@moneyhelper.org.uk
Website: www.moneyhelper.org.uk

Pensions Ombudsman

If a member has a complaint against the Scheme that has not been resolved to his or her satisfaction through
the Scheme’s Dispute Procedure, the government appointed Pensions Ombudsman can investigate complaints
of injustice caused by bad administration, either by the Trustee or the Scheme’s Administrators, or disputes of
fact or law. The Pensions Ombudsman can be contacted at:

10 South Colonnade
Canary Wharf
London E14 4PU

Tel: 0800 917 4487
Email: enquiries@pensions-ombudsman.org.uk
Website: www.pensions-ombudsman.org.uk
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE’S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)
The Pensions Regulator (tPR)

The Pensions Regulator can intervene if they consider that a scheme's trustees, advisers, or the employer are
not carrying out their duties correctly. The address for the Pensions Regulator is:

Telecom House
125-135 Preston Road
Brighton BN1 6AF

Tel: 0345 600 0707
Email: customersupport@tpr.gov.uk
Website: www.thepensionsregulator.gov.uk

The Pension Scheme Registry

The Scheme is registered with the Pension Scheme Registry which is part of the Pensions Regulator's office. The
registration number is 10101681. The data held by the Registry is used by the Pension Tracing Service to assist
former members of schemes to trace their scheme benefits. The Pension Tracing Service can be contacted at:

The Pension Service
Post Handling Site A
Wolverhampton WV98 1AF

Tel: 0800 7310193
Website: www.gov.uk/find-pension-contact-details
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE’'S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)
INVESTMENT REPORT

The Trustee determines its investment strategy after taking advice from its Investment Advisers. It has delegated
the management of the investments to the Investment Managers listed on pages 2 and 3, and it has secured a
proportion of the liabilities through a bulk annuity (buy-in) contract with the Pension Insurance Corporation.

For the DB section, the Trustee has adopted a Liability Driven Investment (“LDI") strategy. LDI strategies typically
seek to reduce or partially hedge a DB pension scheme's interest rate and inflation risk. As at the 2023 year end,
the Scheme was 94% (2022: 98%) hedged against interest rate risk and 94% (2022: 98%) hedged against inflation
risk.

Statement of Investment Principles

A Statement of Investment Principles (“SIP”) has been produced as required under Section 35 of the Pensions
Act and includes specific references to:

e The Scheme's investment policy including the investment objectives, the exercising of voting rights, and
ESG issues;

e The investment strategy for the DB section;
e The fund range and 'Lifestyle’ strategies for the DC section; and
e The Trustee's policy with regard to risk.

A copy of the latest SIP has been included as an appendix to this Report. Members may also request a copy of
the SIP at any time and it is also available online at:
https://www.ybspensionscheme.co.uk/documents/ybs sip december 2023.pdf.

All investments made during the year were in accordance with the SIP.
Custodial Arrangements

The Custodians are responsible for the safekeeping of share certificates and other documentation relating to
the ownership of listed investments, settlement of trades, and income collection.

The Trustee is responsible for ensuring that the Scheme’s assets continue to be held securely. The Trustee has
delegated the selection and monitoring of its Custodians to the pooled fund managers with the exception of
the LDI and credit portfolios, where Northern Trust has been appointed as Custodian by the Trustee.

Investment Strategy

Defined Benefit Section

The investment strategy is disclosed on page 32.
Defined Contribution Section

The fund range is disclosed on page 35 and details of the Lifestyle strategies can be found in the SIP.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

TRUSTEE'S REPORT FOR THE YEAR ENDED 31 DECEMBER 2023 (continued)
INVESTMENT REPORT (continued)

Investment Performance

Defined Benefit Section

Investment Manager performance (before fees) for the year to 31 December 2023 was as follows:

1 year 3 years 5 years
Fund Benchmark Fund Benchmark Fund Benchmark
% % % p.a. % p.a. % p.a. % p.a.
AXA Investment Managers 8.75 - -9.79 - - -
BlackRock Investment 341 . 140 ) . .
Management @
Insight Investment 5.36 494 4151 190 2172 2196
Management
Nephila Capital 0.24 7.39 3.16 4.61 2.33 2.87

@ The Scheme made an initial investment with AXA in the second quarter of 2019. No fund benchmark has been agreed by
the Trustee.
@ The BlackRock Strategic Alternative Income Fund ("SAIF") invests in long term capital projects.

The overall return for the DB section for the year was 1.09%. This is based on the growth of all funds, including
the value of the Scheme's bulk annuity contract with the Pension Insurance Corporation, and has been calculated
by the Scheme’s independent performance measurer, Portfolio Evaluation.

Defined Contribution Section

Investment performance for each of the DC Funds for the year to 31 December 2023 is shown below:

1 year 3 years 5 years

Fund Benchmark Fund Benchmark Fund Benchmark

% % % p.a. % p.a. % p.a. % p.a.

Cash Fund 4.4 4.6 1.7 2.0 1.1 1.3
Diversified Investment Fund 7.3 13.5 2.0 39 5.0 8.1
Emerging Markets Fund 0.9 3.5 -3.8 -3.0 2.9 3.6
International Equity Fund 14.5 14.7 6.9 7.1 10.3 10.6
Over 5-year Index Linked Gilt Fund 1.4 1.8 -13.6 -13.3 -53 -5.0
Pre-Retirement Fund 7.1 3.8 -10.5 -12.2 -2.3 -34
Shariah Equity Fund 26.9 27.5 10.8 1.2 16.3 17.1

Fund performance results include costs associated with administration and investment services provided by FIL
Life Insurance Limited (“Fidelity”). The benchmark performance results do not include these costs and so are
normally slightly higher.

Taskforce on Climate-Related Financial Disclosures (TCFD)

A TCFD report has been prepared for the year ended 31 December 2023 and is available online at
https://www.ybspensionscheme.co.uk/documents/YBS TCFD Report 31Dec2023.pdf.

Employer Related Investments

There were no employer related investments at the year-end or prior year end.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

REPORT ON ACTUARIAL LIABILITIES

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

The most recent full actuarial valuation of the Scheme was carried out as at 31 December 2022. This showed
that on that date the technical provisions were £613.9 million and the value of the assets was £626.0 million.
This gave a funding level of 102.0%.

The method and significant actuarial assumptions used to determine the technical provisions are as follows (all
assumptions adopted are set out in the Appendix to the Statement of Funding Principles dated 9 November
2023).

Method
The actuarial method to be used in the calculation of the technical provisions is the Projected Unit Method.
Significant actuarial assumptions

Discount interest rate: term-dependent rates set by reference to the fixed interest gilt curve (as derived by
WTW) at the valuation date plus an addition of 1% per annum to 31 December 2025 and then decreasing linearly
to 0.25% per annum from 31 December 2031.

Future Retail Prices Index (RPI) inflation: term-dependent 'breakeven’ rates of RPI inflation, derived using
WTW's nominal and index-linked gilt yield curves.

Future Consumer Prices (CPI) Index inflation: based on the RPI inflation assumption curve, less a margin of
1% per annum up to 2030, and nil thereafter.

Pension increases: set using the RPI and CPI inflation curves, with an assumption for inflation volatility of 1%
per annum, and allowance for the relevant minimum and maximum increase limits.

Pay increases: real pay increases of 1.25% per annum above the weighted average CPI inflation rate. Career
Average Revalued Earnings (CARE) revaluations are assumed to be in line with CPI inflation.

Mortality: for the period in retirement, standard tables S3PMA with a scaling factor of 83% for male members
and S3PFA with a scaling factor of 92% for female members, both projected from 2013 in line with the
Continuous Mortality Investigation’s core 2022 projection model using a long term trend rate for improvements
of 1.5% per annum, the default smoothing parameter of 7.0 and an initial addition to mortality improvements
of 0.25% per annum.

Schedule of Contributions and Recovery Plan requirements

As there were sufficient assets to cover the Scheme’s technical provisions at the 31 December 2022 valuation,
no recovery plan was required.

The latest Schedule of Contributions is dated 9 November 2023 and sets out that the Society will contribute
£1.0 million per year towards the cost of DC section expenses and life assurance premiums. Expenses (including
Pension Protection Levy invoices) for the DB section will be met directly from the resources of the Scheme.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

ACTUARY'S CERTIFICATE OF SCHEDULE OF CONTRIBUTIONS
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

STATEMENT OF TRUSTEE’'S RESPONSIBILITIES
The Trustee's responsibilities in respect of the financial statements

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

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

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

In discharging these responsibilities, the Trustee is responsible for selecting suitable accounting policies, to be
applied consistently, making any estimates and judgements on a prudent and reasonable basis, and for ensuring
that the financial statements are prepared on a going concern basis unless it is inappropriate to presume that
the Scheme will continue as a going concern.

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

The Trustee has a general responsibility for ensuring that accounting records are kept and for taking such steps
as are reasonably open to it to safeguard the assets of the Scheme and to prevent and detect fraud and other
irregularities, including the maintenance of an appropriate system of internal control.

The Trustee is also responsible for the maintenance and integrity of the YBS Pension Scheme website. Legislation
in the United Kingdom governing the preparation and dissemination of financial statements may differ from
legislation in other jurisdictions.

The Trustee's responsibilities in respect of contributions

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

The Trustee is also responsible for keeping records in respect of contributions received in respect of any active
member of the Scheme and for adopting risk-based processes to monitor whether contributions that fall due
to be paid are paid into the Scheme in accordance with the Schedule of Contributions.

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 to members.

Approval

The Trustee's Report, which includes the Investment Report, the Report on Actuarial Liabilities, the Statement of
Trustee’s Responsibilities, the Governance Statement, and the Implementation Statement was approved by the
Trustee on:

For and on behalf of the Trustee

Inder Dhingra 29 July 2024

Inderpreet Dhingra, Chairman Date
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Independent auditors’ report to the
trustee of Yorkshire Building Society
Pension Scheme

Report on the audit of the financial statements

Opinion

In our opinion, Yorkshire Building Society Pension Scheme’s financial statements:

e show a true and fair view of the financial transactions of the scheme during the year ended 31 December 2023, and of the
amount and disposition at that date of its assets and liabilities, other than liabilities to pay pensions and benefits after the
end of the year;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republic of Ireland”, and applicable law); and

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

We have audited the financial statements, included within the Report and Financial Statements, which comprise: the
Statement of Net assets (Available for Benefits) as at 31 December 2023; the Fund Account for the year then ended; and the
notes to the financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We remained independent of the scheme in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

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

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

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the scheme’s
ability to continue as a going concern.

Our responsibilities and the responsibilities of the trustee with respect to going concern are described in the relevant sections
of this report.

Page 14



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Reporting on other information

The other information comprises all of the information in the Report and Financial Statements other than the financial
statements, our auditors’ report thereon and our auditors’ statement about contributions. The trustee is responsible for the
other information. Our opinion on the financial statements does not cover the other information and, accordingly, we do not
express an audit opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. 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 based
on these responsibilities.

Responsibilities for the financial statements and the audit

Responsibilities of the trustee for the financial statements

As explained more fully in the statement of trustee’s responsibilities, the trustee is responsible for ensuring that the financial
statements are prepared in accordance with the applicable framework and for being satisfied that they show a true and fair
view. The trustee is also responsible for such internal control as it determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

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

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.

Based on our understanding of the scheme and its environment, we identified that the principal risks of non-compliance with
laws and regulations related to the administration of the scheme in accordance with the Pensions Acts 1995 and 2004 and
regulations made under them, and codes of practice issued by the Pensions Regulator; and we considered the extent to
which non-compliance might have a material effect on the financial statements. We also considered the direct impact of these
laws and regulations on the financial statements. We evaluated incentives and opportunities for fraudulent manipulation of the
financial statements, including the risk of override of controls, by the trustee and those responsible for, or involved in, the
preparation of the underlying accounting records and financial statements, and determined that the principal risks were
related to posting inappropriate journals to conceal misappropriation of assets. Audit procedures performed by the
engagement team included:

e Testing journal entries where we identified particular fraud risk criteria.

e Obtaining independent confirmations of material investment valuations and cash balances at the year-end.

¢ Reviewing meeting minutes, any correspondence with the Pensions Regulator, and significant contracts and agreements.

e Holding discussions with the trustee to identify significant or unusual transactions and known or suspected instances of
fraud or non-compliance with applicable laws and regulations.

e Assessing financial statement disclosures, and agreeing these to supporting evidence, for compliance with the Pensions
Acts 1995 and 2004 and regulations made under them.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion.

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 auditors’ report.

Use of this report

This report, including the opinion, has been prepared for and only for the trustee as a body in accordance with section 41 of
the Pensions Act 1995 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

PwC

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Leeds

29 July 2024
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

FUND ACCOUNT
For the year ended 31 December 2023
Note 2023 2023 2023 2022 2022 2022
Defined Defined Total Defined Defined Total
Benefit Contribution Benefit Contribution
Section Section Section Section
£'000s £'000s £'000s £'000s £'000s £'000s
CONTRIBUTIONS AND BENEFITS
Employer contributions 5 1,000 15,886 16,886 900 14,153 15,053
Employee contributions 5 - 2,482 2,482 - 2,531 2,531
Total contributions 5 1,000 18,368 19,368 900 16,684 17,584
Transfers in 6 - 864 864 - 585 585
Other income 7 - 517 517 - 668 668
1,000 19,749 20,749 900 17,937 18,837
Benefits paid or payable 8 (23,573) (2,346) (25,919) (22,657) (2,371  (25,022)
Payments to and on account of leavers 9 (3,752) (8,852) (12,604) (11,994) (9,173) (21,167)
Other payments 10 (561) - (561) (5471 - (541)
Administrative expenses 1 (2,547) - (2,547) (2,129) - (2,129)
(30,433) (11,198) (41,631) (37,315) (1,544)  (48,859)
NET (WITHDRAWALS)/ADDITIONS
FROM DEALINGS WITH MEMBERS (29,433) 8,551 (20,882) (36,415) 6,393 (30,022)
RETURNS ON INVESTMENTS
Investment income 12 17,860 - 17,860 22,734 - 22,734
Change in market value of investments 14 (2,707) 22,236 19,529  (430,510) (26,020) (456,530)
Investment management expenses 13 (476) - (476) (772) - (772)
NET RETURNS ON INVESTMENTS 14,677 22,236 36,913  (408,548) (26,020) (434,568)
NET (DECREASE)/INCREASE
IN THE FUND (14,756) 30,787 16,031  (444,963) (19,627) (464,590)
OPENING NET ASSETS 626,588 202,938 829,526 1,071,551 222,565 1,294,116
CLOSING NET ASSETS 611,832 233,725 845,557 626,588 202,938 829,526

The notes on pages 19 to 37 form part of these financial statements.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

STATEMENT OF NET ASSETS (AVAILABLE FOR BENEFITS)
At 31 December 2023

Note 2023 2023 2023 2022 2022 2022
Defined Defined Total Defined Defined Total
Benefit Contribution Benefit Contribution
Section Section Section Section
£'000s £'000s £'000s £'000s £'000s £'000s
INVESTMENT ASSETS 14
Bonds 637,451 - 637,451 654,883 - 654,883
Pooled investment vehicles 15 79,409 231,958 311,367 86,688 201,121 287,809
Derivatives 16 56,065 - 56,065 69,953 - 69,953
Insurance policies 17 158,500 - 158,500 163,500 - 163,500
AVC investments 18 356 - 356 602 - 602
Cash and cash equivalents 19 13,845 - 13,845 9,039 - 9,039
Other investment balances 20 11,892 - 11,892 20,572 - 20,572
957,518 231,958 1,189,476 1,005,237 201,121 1,206,358
INVESTMENT LIABILITIES
Derivatives 16 (55,962) - (55,962) (65,412) - (65,412)
Other investment balances 20 (296,782) - (296,782) (322,594) - (322,594)
(352,744) - (352,744) (388,006) - (388,006)
TOTAL NET INVESTMENTS 604,774 231,958 836,732 617,231 201,121 818,352
CURRENT ASSETS 24 8,063 2,539 10,602 10,342 1,817 12,159
CURRENT LIABILITIES 25 (1,005) (772) (1,777) (985) - (985)
TOTAL NET ASSETS
AVAILABLE FOR BENEFITS 611,832 233,725 845,557 626,588 202,938 829,526

The notes on pages 19 to 37 form part of these financial statements.

The financial statements summarise the transactions of the Scheme and deal with the net assets at the disposal of the
Trustee. They do not take account of obligations to pay pensions and benefits which fall due after the end of the Scheme
year. The actuarial position of the Scheme, which takes into account such obligations for the defined benefit section, is
dealt with in the Report on Actuarial Liabilities on page 11 of the Annual Report, and these financial statements should be
read in conjunction with this report.

The financial statements on pages 17 to 37 were approved by the Trustee on 29 July 2024
and signed on their behalf by:

Inder Dhingra Caroline Cheetham

Inderpreet Dhingra, Chairman Secretary to the Trustee
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2023

1.

GENERAL INFORMATION

The Scheme is an occupational pension scheme governed by the consolidated Trust Deed, dated
5 December 2018, and provides defined benefit and defined contribution pensions for the beneficial
members of the Scheme who are eligible employees of the Yorkshire Building Society. The benefits are
payable to members in accordance with the Scheme Rules.

The Scheme is a registered pension scheme under Chapter 2, Part 4 of the Finance Act 2004. This means
that contributions by employers and employees are normally eligible for tax relief. Income and capital
gains earned by the Scheme receive preferential tax treatment.

BASIS OF PREPARATION

The individual financial statements of the Yorkshire Building Society Pension Scheme have been
prepared in accordance with the Occupational Pension Schemes (Requirement to obtain Audited
Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting Standard (FRS) 102
- The Financial Reporting Standard applicable in the UK and Republic of Ireland issued by the Financial
Reporting Council (“FRS 102") and the guidance set out in the Statement of Recommended Practice
“Financial Reports of Pension Schemes” (revised June 2018) (“the SORP").

The financial statements have been prepared on the going concern basis. At the date of signing these
financial statements, the Trustee believes that due to the structure of the investments held, the Scheme
is able to cover its related outgoings until at least twelve months from the date that these financial
statements were signed. As a result, and together with the relatively strong position of the Principal
Employer, the Trustee considers the preparation of the financial statements on a going concern basis
to be appropriate.

IDENTIFICATION OF THE FINANCIAL STATEMENTS

The Scheme is established as a trust under English law. The address for enquiries to the Scheme is
Yorkshire House, Yorkshire Drive, Bradford BD5 8LJ.

ACCOUNTING POLICIES

The significant accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Accounting Convention

The financial statements are prepared on an accruals basis. The Scheme’s functional and
presentational currency is Pounds Sterling.

(b) Contributions

Employee normal contributions, including Additional Voluntary Contributions (AVCs), are
accounted for when they are deducted from pay by the employer, except for the first
contribution due where the employee has been auto-enrolled by the employer, which is
accounted for when received by the Scheme.

Employer normal contributions which are expressed as a rate of salary are accounted for on
the same basis as the employees’ contributions in accordance with the Schedule of
Contributions in force during the year. Salary sacrifice contributions are accounted for when
they are deducted from pay by the employer.

Other contributions are recognised on the due dates in accordance with the Schedule of
Contributions or on receipt, if earlier, with the agreement of the employer and Trustee.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
ACCOUNTING POLICIES (continued)

4.

(c)

(d)

(e)

®

Payments to Members
Pensions in payment are accounted for in the period to which they relate.

Benefits are accounted for in the period in which the member notifies the Trustee of their
decision on the type or amount of benefit to be taken or, if there is no member choice, on the
date of retirement or leaving.

Individual transfers in or out are accounted for when the member liability is accepted or
discharged which is normally when the transfer is paid or received.

Where the Trustee is required to settle tax liabilities on behalf of a member (such as when
lifetime or annual allowances are exceeded) with a consequent reduction in that member’s
benefits, this is shown separately within benefits paid.

Member opt-outs are accounted for when the Scheme is notified of the opt-out.
Expenses

Scheme expenses, including life assurance premiums, are accounted for on an accruals basis
within the DB section of the Scheme as, under the Schedule of Contributions, the Scheme
receives an Employer’s Contribution towards the costs of these expenses into the DB section.

Investment Income

Income from bonds, other interest receivable or payable and annuity income is taken into
account on an accruals basis and includes interest bought and sold on investment purchases
and sales.

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

Income arising on the underlying investments of accumulation funds is reflected within the
change in market value.

Receipts or payments under swap contracts, representing the difference between the swapped
cash flows, are included in investment income.

Investments
Investments are included at fair value as follows:

Quoted securities in active markets are usually valued at the current bid prices at the reporting
date.

Accrued interest is excluded from the market value of bonds and is included in investment
income receivable.

Unitised pooled investment vehicles have been valued at the latest available bid price or single
price provided by the pooled investment manager. Where the latest available price is after the
year end, this will be used if it is considered to be the closest price to the year-end date for
funds which are not priced on a daily basis. Shares in other pooled arrangements have been
valued at the latest available net asset value (NAV), determined in accordance with fair value
principles, provided by the pooled investment manager.

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

Exchange traded futures are valued as the sum of the daily mark-to-market which is a
calculated difference between the settlement prices at the reporting date and the inception
date.
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
ACCOUNTING POLICIES (continued)

4.

M

(9)

(h)

Investments (continued)

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

The Pension Insurance Corporation (PIC) insurance policy in the name of the Scheme has been
valued in line with the Scheme Actuary’s best estimate solvency assumptions at the reporting
date. Other smaller annuity policies in the name of the Scheme would have been valued on
the same basis and although these remain assets of the Trustee, these policies have been
determined to be immaterial and therefore are not included in these financial statements.

AVC investments are included at the valuations advised by the Scheme’s AVC Providers.

Repurchase agreements are shown by recognising the cash received as an asset and the
obligation to pay it back as a payable amount. The Scheme continues to recognise and value
the securities that are delivered out as collateral and includes them in the financial statements.

Foreign Currency Translation

Foreign currency transactions are recorded in sterling at the spot exchange rate at the date of
the transaction. Monetary items denominated in foreign currencies are translated into sterling,
the Scheme’s functional and presentational currency, using the closing exchange rates at the
year-end.

Critical Accounting Estimates and Judgements

The preparation of the financial statements requires the Trustee to make judgements,
estimates, and assumptions that affect the amounts reported for assets and liabilities as at the
balance sheet date, and the amounts reported for revenues and expenses during the year.
However, the nature of estimation means that actual outcomes could differ from those
estimates. The Trustee confirms that no judgements have had a significant effect on amounts
recognised in the financial statements but note estimation uncertainty in the valuation of
annuity policies, as disclosed in Note 17. There is also estimation in the valuation of level
3 pooled investment vehicles, as shown in note 21.

CONTRIBUTIONS 2023

Defined Defined Total
Benefit  Contribution

Section Section
£'000s £'000s £'000s

Employer contributions

Normal

15,886 15,886

Additional 1,000 - 1,000

1,000 15,886 16,886

Employee contributions
Normal - 132 132
Additional voluntary - 2,350 2,350

- 2,482 2,482

1,000 18,368 19,368
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

5.

CONTRIBUTIONS (continued) 2022
Defined Defined Total
Benefit ~ Contribution
Section Section
£'000s £'000s £'000s
Employer contributions
Normal - 14,153 14,153
Additional 900 - 900
900 14,153 15,053
Employee contributions
Normal - 95 95
Additional voluntary - 2,436 2,436
- 2,531 2,531
900 16,684 17,584

As there were sufficient assets to cover the Scheme'’s technical provisions as at the 31 December 2022
valuation, no deficit funding contributions are currently payable to the Scheme.

The Schedule of Contributions certified by the Scheme Actuary on 9 November 2023 requires the
Sponsoring Employer to pay the Scheme £1.0 million by 31 December each year towards the cost of
Scheme expenses (including life assurance premiums) for the DC section. Under the prior Schedule of
Contributions certified on 30 June 2020, this contribution was £0.9 million. These contributions are
shown in the DB section due to way the Scheme was set up historically and are paid into the Trustee's
bank account managed by the Scheme’s DB Administrator. This account is then used by the Trustee to
settle all Scheme expenses for both DB and DC sections.

For the current year to 31 December 2023, total contributions include £7.1 million (2022: £6.0 million)
received under salary sacrifice arrangements.

TRANSFERS IN 2023
Defined Defined Total
Benefit Contribution
Section Section
£'000s £'000s £'000s
Individual transfers in from other schemes - 864 864
2022
Individual transfers in from other schemes - 585 585
OTHER INCOME 2023
Defined Defined Total
Benefit Contribution
Section Section
£'000s £'000s £'000s
Other income - 1 1
Claims on term insurance policies - 516 516
- 517 517
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
7. OTHER INCOME (continued)

Claims on term insurance policies

8. BENEFITS PAID OR PAYABLE

Pensions

Commutation of pensions and lump sum
retirement benefits

Lump sum death benefits

Refunds of contributions on death

Taxation where lifetime or annual allowance
exceeded

Pensions

Commutation of pensions and lump sum
retirement benefits

Purchase of annuities

Lump sum death benefits

Refunds of contributions on death

9. PAYMENTS TO AND ON ACCOUNT OF LEAVERS

Refunds of contributions
Individual transfers out to other schemes

Refunds of contributions
Individual transfers out to other schemes
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2022
Defined Defined Total
Benefit Contribution
Section Section
£'000s £'000s £'000s
- 668 668
2023
Defined Defined Total
Benefit Contribution
Section Section
£'000s £'000s £'000s
21,433 - 21,433
2,111 1,379 3,490
- 516 516
29 396 425
- 55 55
23,573 2,346 25,919
2022
20,391 - 20,391
2,229 1,388 3,617
- 96 96
- 674 674
31 213 244
22,651 2,371 25,022
2023
Defined Defined Total
Benefit Contribution
Section Section
£'000s £'000s £'000s
- 2 2
3,752 8,850 12,602
3,752 8,852 12,604
2022
- 10 10
11,994 9,163 21,157
11,994 9,173 21,167




YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)

For the year ended 31 December 2023
10. OTHER PAYMENTS

Premiums on term insurance policies

Premiums on term insurance policies

11. ADMINISTRATIVE EXPENSES

Actuarial fees
Administration expenses
Audit fees

Legal fees
Miscellaneous expenses
PPF levy

Trustee fees & expenses
Other fees

Actuarial fees
Administration expenses
Audit fees

Legal fees
Miscellaneous expenses
PPF levy

Trustee fees & expenses
Other fees

2023

Defined Defined Total
Benefit Contribution
Section Section

£'000s £'000s £'000s

561 - 561
2022

541 - 541
2023

Defined Defined Total
Benefit Contribution
Section Section

£'000s £'000s £'000s

1,602 - 1,602

413 - 413

73 - 73

181 - 181

2 - 2

60 - 60

126 - 126

90 - 90

2,547 - 2,547
2022

1,277 - 1,277

319 - 319

52 - 52

194 - 194

2 - 2

66 - 66

123 - 123

96 - 96

2,129 - 2,129
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

12. INVESTMENT INCOME 2023
Defined Defined Total

Benefit Contribution

Section Section
£'000s £'000s £'000s
Income from bonds 16,606 - 16,606
Income from pooled investment vehicles 4,209 - 4,209
Interest on cash deposits 344 - 344
Net receipts from swaps 730 - 730
Annuity income 9,344 - 9,344
Interest on repurchase agreements (13,373) - (13,373)
17,860 - 17,860

2022
Income from bonds 15,416 - 15,416
Income from pooled investment vehicles 4,347 - 4,347
Interest on cash deposits 289 - 289
Net payments from swaps (722) - (722)
Annuity income 9,156 - 9,156
Interest on repurchase agreements (5,752) - (5,752)
22,734 - 22,734

13. INVESTMENT MANAGEMENT EXPENSES 2023
Defined Defined Total

Benefit ~ Contribution

Section Section
£'000s £'000s £'000s
Administration, management & custody 476 - 476

2022
Administration, management & custody 772 - 772
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
14. RECONCILIATION OF INVESTMENTS

Value at  Purchases at Sales Change in Value at
01.01.2023 cost and proceeds and market value 31.12.2023

derivative derivative

payments receipts
Defined Benefit Section £'000s £'000s £'000s £'000s £'000s
Bonds 654,883 94,374 (116,761) 4,955 637,451
Pooled investment vehicles 86,688 135,409 (141,017) (1,677) 79,409
Derivatives 4,541 15,461 (18,983) (916) 103
Insurance policies 163,500 - - (5,000) 158,500
AVC investments 602 19 (307) 42 356
910,214 245,263 (277,068) (2,590) 875,819
Cash and cash equivalents 9,039 (102) 13,845
Other investment balances (302,022) (15) (284,890)
617,231 (2,707) 604,774
Value at  Purchases at Sales Changein Value at
01.01.2023 cost proceeds market value 31.12.2023

Defined Contribution Section

Pooled investment vehicles 201,121 27,327 (18,726) 22,236 231,958

The change in market value of cash and cash equivalents, and other investment balances relates to foreign
exchange losses on overseas currency assets.

Transaction costs are included in the cost of purchases and deducted from sale proceeds. Direct
transaction costs include costs charged to the Scheme such as fees, commissions and stamp duty. For the
year to 31 December 2023, broker commissions on exchange-traded derivatives were £13,331.

In addition to the direct transaction costs, indirect costs are incurred through the bid-offer spread on
investments within pooled investment vehicles and charges made within those vehicles.

The investments purchased by the DC section are allocated to provide benefits to the individuals on
whose behalf corresponding contributions are paid. These investments are held by the Investment
Manager on a pooled basis for the Trustee and the Scheme’s Administrator for the DC section allocates
investment units to members. The Trustee may also hold investment units representing the value of
employer contributions that have been retained by the Scheme that relate to members leaving the
Scheme prior to vesting.

All of the DC section assets are allocated to members (2022: all).
15. POOLED INVESTMENT VEHICLES

The Scheme's investments in pooled investment vehicles at the year-end comprised:

2023 2022

Defined Benefit Section £'000s £'000s
Strategic alternative income 67,238 68,798
Bonds 1,762 5,867
Cash 10,409 12,023
79,409 86,688
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

15.

16.

POOLED INVESTMENT VEHICLES (continued)

2023 2022

Defined Contribution Section £'000s £'000s
Equities 120,163 103,938
Diversified 89,380 77,598
Bonds 13,925 12,651
Cash 8,490 6,934
231,958 201,121

DERIVATIVES
Objectives and policies

The Trustee has authorised the use of derivatives by its Investment Managers as part of its investment
strategy for the Scheme as follows.

Swaps: the Trustee's aim is to match as far as possible the fixed income portfolio with the Scheme’s long
term liabilities, in particular in relation to their sensitivities to interest rate movements. Due to the lack of
available long dated bonds, the Trustee has entered into over-the-counter (OTC) interest rate swaps that
extend the duration of the fixed income portfolio to better match the long term liabilities of the Scheme.

Futures: the Trustee enters into exchange-traded (index based) futures contracts in order to increase or
decrease the Scheme's economic exposure to certain markets including UK Gilts and Global Equity.

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

At the year-end the Scheme held the following derivatives:

2023 2023 2022 2022
Asset Liability Asset Liability
£'000s £'000s £'000s £'000s
Swaps 54,623 51,525 64,654 63,703
Futures 1,302 4,395 5,299 1,410
Forward Foreign Exchange Contracts 140 42 - 299
56,065 55,962 69,953 65,412

Net derivatives 103 4,541
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
16. DERIVATIVES (continued)

Swaps
Nature Expiration Notional principal Asset Liability
£'000s £'000s £'000s
Interest rate swaps (OTC) 0-10 years 44,250 2,586 3,644
Interest rate swaps (OTC) 10-20 years 97,775 11,531 6,956
Interest rate swaps (OTC) 20-30 years 120,752 11,101 10,671
Interest rate swaps (OTC) 30-40 years 125,474 26,253 19,063
Interest rate swaps (OTC) 40-50 years 36,712 3,152 11,191
Total 2023 424,963 54,623 51,525
Total 2022 530,119 64,654 63,703

Included in bonds is collateral of £6.1 million (2022 restated: £9.9 million) which has been pledged to
counterparties.

At the year-end, the Scheme held £9.5 million (2022 restated: £10.5 million) of collateral belonging to
counterparties comprising cash of £4.1 million (2022: £3.2 million) and bonds of £5.4 million (2022
restated: £7.3 million); this collateral is not reported within the Scheme’s net assets.

The collateral amounts for 2022 have been restated as the amounts previously reported were incorrectly

calculated.

Futures

Nature Expiration Economic Asset Liability
exposure £'000s £'000s

£'000s

UK Long Gilt Future 26 March 2024 (66,255) - 3,547

UK Long Gilt Future 26 March 2024 18,066 936 -

Euro Bund Future 07 March 2024 (6,086) - 133

US 10 YR Note CBT 19 March 2024 (22,336) - 715

MSCI World Index Future 15 March 2024 34,959 366 -

Total 2023 (41,652) 1,302 4,395

Total 2022 55,039 5,299 1,410

Included within cash deposits is £6.8 million (2022 restated: £6.7 million) in respect of initial and variation
margin arising on open futures contracts at the year-end. The amount for 2022 has been restated as the
amount previously reported was incorrectly calculated.

Forward Foreign Exchange

Contract Settlement date Currency Currency Asset Liability

bought sold £'000s £'000s
Forward (OTC) 8 March 2024 Sterling US Dollar 140 -
Forward (OTC) 8 March 2024 Sterling Euro - 42
Total 2023 140 42
Total 2022 - 299
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

17. INSURANCE POLICIES 2023 2022
£'000s £'000s
The Scheme held insurance policies at the year-end as follows:

Pension Insurance Corporation (PIC)) 158,500 163,500

The bulk annuity insurance policy held with PIC has been valued using Willis Towers Watson's best
estimate solvency assumptions as at 31 December 2023. The policy covers a representative tranche of
pensioners and pays monthly income to cover the pension payroll benefits of members insured by the

policy.
The Scheme Actuary has valued the annuities using the Scheme'’s solvency basis, updated for market
conditions as at 31 December 2023, using data obtained from the most recent actuarial valuation. This

has been rolled forward with an approximate allowance for annuity payments received and member
movements. The assumptions used to value the annuities are as follows:

Discount interest rate: term-dependent rates set by reference to the fixed interest gilt curve (as derived
by Willis Towers Watson) with an addition of 0.20% per annum.

Future Retail Prices Index (RPI) inflation: term-dependent ‘breakeven’ rates of RPI inflation, derived
using Willis Towers Watson’s nominal and index-linked gilt yield curves.

Pension increases: set using the RPI inflation curve, with an assumption for inflation volatility of 1% per
annum, and allowance for the relevant minimum and maximum increase limits.

Mortality: for the period in retirement, standard tables S3PMA with a scaling factor of 83% for male
members and S3PFA with a scaling factor of 92% for female members, both projected from 2013 in line
with the Continuous Mortality Investigation’s core 2022 projection model using a long term trend rate
for improvements of 1.5% per annum, the default smoothing parameter of 7.0 and an initial addition to
mortality improvements of 0.25% per annum.

18. AVC INVESTMENTS

The Trustee holds assets invested separately from the Scheme'’s main assets to secure additional benefits
on a money purchase basis for those members electing to pay additional voluntary contributions (AVCs).
With the exception of the Chelsea Building Society AVC investments (which are currently being reviewed
by the Trustee), members participating in these arrangements receive an annual statement made up to
the year-end confirming the value of their fund and the movements in the year. The aggregate amounts
of AVC investments at the year-end are as follows:

2023 2022
£'000s £'000s
Chelsea Building Society * (unit linked) 8 8
Clerical Medical (unit linked) 12 12
Clerical Medical (with profits) 37 37
Fidelity (unit linked) 287 534
Standard Life (with profits) 12 1
356 602

* “Chelsea Building Society” and “The Chelsea” are trading names of Yorkshire Building Society
19. CASH AND CASH EQUIVALENTS 2023 2022
£'000s £'000s
Cash deposits 13,845 6,467
Cash in transit - 2,572
13,845 9,039
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

20. OTHER INVESTMENT BALANCES 2023 2022
£'000s £'000s

Dividends and interest receivable 5,502 5,710
Investment debtors 384 -
Amounts receivable under reverse repurchase agreements 6,006 14,862

11,892 20,572

Interest payable on repurchase agreements (2,892) (2,514)
Amounts payable under repurchase agreements (293,890) (320,080)
(296,782) (322,594)

(284,890) (302,022)

At the year-end, £305.4 million (2022: £280.2 million) of bonds reported in Scheme assets were held by
counterparties under repurchase agreements. In total, there were 22 repurchase agreements (including
1 reverse repurchase agreement) all maturing in 2024.

At the year-end, collateral of £15.4 million belonging to counterparties was held by the Scheme in respect
of the increase in value of the bonds under repurchase agreements; this collateral is not reported within
the Scheme's net assets. Conversely, at the prior year-end, the Scheme pledged £27.2 million of collateral
to counterparties representing the decrease in value of bonds under repurchase agreements; this
collateral is reported within the Scheme'’s net assets.

21. FAIR VALUE DETERMINATION
The fair value of financial instruments has been estimated using the following fair value hierarchy:

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

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

Level 3: Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

The Scheme’s investment assets and liabilities fall within the above hierarchy as follows:
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YORKSHIRE BUILDING SOCIETY PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023
FAIR VALUE DETERMINATION (continued)

21.

Defined Benefit Section

Bonds
Pooled investment vehicles

Derivatives

Insurance policies

AVC investments

Cash

Cash in transit

Other investment balances

Defined Contribution Section

Pooled investment vehicles

Defined Benefit Section

Bonds

Pooled investment vehicles
Derivatives

Insurance policies

AVC investments

Cash

Cash in transit

Other investment balances

Defined Contribution Section

Pooled investment vehicles

At 31 December 2023

Level 1 Level 2 Level 3 Total
£'000s £'000s £'000s £'000s
- 637,451 - 637,451

- 12,171 67,238 79,409

- 103 - 103

- - 158,500 158,500

- 307 49 356
13,845 - - 13,845
2,994 (287,884) - (284,890)
16,839 362,148 225,787 604,774
- 231,958 - 231,958
16,839 594,106 225,787 836,732

At 31 December 2022

Level 1 Level 2 Level 3 Total
£'000s £'000s £'000s £'000s
- 654,883 - 654,883

- 17,890 68,798 86,688

- 4,541 - 4,541

- - 163,500 163,500

- 554 48 602
6,467 - - 6,467
2,572 - - 2,572
3,196 (305,218) - (302,022)
12,235 372,650 232,346 617,231
- 201,121 - 201,121
12,235 573,771 232,346 818,352

With the exception of the insurance policies which were valued by the Scheme Actuary, investments
reported under Level 3 are based on values estimated by the underlying fund managers using accepted
valuation methodologies and use of market information in the absence of observable market data.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2023

22.

INVESTMENT RISK DISCLOSURES
(a) Investment Risks

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

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

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

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

¢ 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.

¢ Inflation and 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 Trustee determines its investment strategy after taking advice from a professional investment adviser.
The Scheme has exposure to these risks because of the investments it makes in following the investment
strategy set out below. The Trustee manages investment risks, including credit risk and market risk taking
into account the Scheme’s strategic investment objectives. These investment objectives are implemented
through the investment management agreements in place with the Scheme’s investment managers and
monitored by the Trustee through regular reviews of the investment portfolio.

Further information on the Trustee's approach to risk management, credit and market risk is set out below.
This does not include the legacy insurance policies or the AVC investments as these are not considered
significant in relation to the overall investments of the Scheme.

(b) Defined Benefit Section
(i) Investment Strategy

The Scheme’s investment strategy is set in conjunction with the Scheme’s Investment Advisers, recognising
and managing a number of risks involved in the investment of the Scheme'’s assets in order to achieve the
Scheme's investment objectives.

The Trustee has agreed that the investment objectives for the DB section should be:

e To achieve a return on the Scheme’s assets that is consistent with the long-term assumptions of the
Scheme Actuary in determining the funding of the Scheme, whilst at the same time balancing risk.

e To aim for the assets to exceed the liabilities as determined in the event of the Scheme winding up on
the basis of cash equivalent transfer values.

e To minimise the requirement for the Employer to make further deficit recovery plan contributions.
The investment strategy is set out in the Statement of Investment Principles and is to hold:

e A range of instruments that provide a better match both to changes in liability values and expected
liability cash flows, including (but not limited to) gilts, corporate bonds, derivatives, secure income
assets and insurance policies.

e A diversified range of return-seeking assets, including (but not limited to) equities (implemented
physically and/or through equity futures), corporate bonds and secure income assets.

e Passive and actively managed portfolios as appropriate, following consideration of efficiency, liquidity
and level of transaction costs likely to prevail within each market as well as the impact of the Investment
Managers' fees on future expected returns.
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22.

INVESTMENT RISK DISCLOSURES (continued)
(b) Defined Benefit Section (continued)
(i) Investment Strategy (continued)

A summary of the risks across the Scheme’s DB investments is shown below:

Credit Market Risk 2023 2022
Risk Currency Interest Other £'000s £'000s
Rate Price

Bonds [ o} o © 637,451 654,883
Pooled investment vehicles ° [ o o 79,409 86,688
Derivatives ) o) ° ) 103 4,541
Insurance policies o o} o ¢} 158,500 163,500
AVC investments © © © © 356 602
Cash deposits © e} © o} 13,845 9,039

[ @] significantly, [ €] partially or [ O] hardly / not at all
(ii) Credit Risk

The Scheme is subject to credit risk because the Scheme directly invests in over-the-Counter (“OTC")
derivatives and has cash held with counterparties. The Scheme also invests in pooled investment vehicles
and is therefore directly exposed to credit risk in relation to the instruments it holds in the pooled
investment vehicles. The Scheme is indirectly exposed to credit risks arising on the financial instruments
held by the pooled investment vehicles. Credit risk also applies to the bulk annuity insurance policy
referring to the risk that the insurer could fall insolvent.

Credit risk arising on bonds held directly is mitigated by investing in UK government bonds where the
credit risk is significantly lower. Credit risk arising on other investments is mitigated by investment
mandates requiring limits around the amount of non-investment grade credit held.

Credit risk arising on derivatives depends on whether the derivative is exchange-traded or OTC. OTC
derivative contracts are not guaranteed by any regulated exchange and therefore the Scheme is subject
to risk of failure of the counterparty. The credit risk for OTC swaps is reduced by collateral arrangements.

Credit risk arising on bulk annuity insurance policies is mitigated by the high level of industry regulation
from the Prudential Regulation Authority (PRA) and by industry protections (the Financial Services
Compensation Scheme) in addition to the due diligence carried out by the Trustee in selecting an
appropriate insurer.

Cash is held within financial institutions which are at least investment grade credit rated.

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the
pooled arrangements being ring-fenced from the pooled manager, the regulatory environments in which
the pooled managers operate, and diversification of investments amongst a number of pooled
arrangements. The Trustee carries out due diligence checks on the appointment of new pooled
investment managers and on an ongoing basis monitors any changes to the operating environment of
the pooled manager.

Indirect credit risk arises in relation to underlying investments held in the pooled investment vehicles. This
risk is mitigated by only investing in funds which limit the level of non-investment grade credit rated
investments.
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22.

INVESTMENT RISK DISCLOSURES (continued)
(b) Defined Benefit Section (continued)
(ii) Credit Risk (continued)

The investment in pooled investment vehicles as at 31 December 2023 was as follows:

2023 2022

£'000s £'000s

Investment Funds 1,762 5,867
Authorised Unit Trusts 67,238 68,798
UCITS funds 10,409 12,023
Total 79,409 86,688

(iii) Currency Risk

The Scheme is subject to currency risk because some of the Scheme's investments are held in overseas
markets via pooled investment vehicles (e.g. debt and reinsurance). The Trustee has considered the extent
to which it wants to mitigate this risk by currency hedging, taking into account the expected benefits and
costs of doing so. The Trustee agreed that it would leave approximately 5% (2022: approximately 5%)
exposure to the US Dollar unhedged (as a hedge against ‘'shocks’ to the global economy and markets).

(iv) Interest Rate Risk

The Scheme is subject to interest rate risk because some of the Scheme's investments are held in
government bonds, interest rate swaps, either as segregated investments or through pooled vehicles, and
cash. The Trustee has set a benchmark for total investment in the bulk annuity insurance policy,
government bonds, and interest rate swaps of 57.1% of the total portfolio as part of the LDI investment
strategy, designed to match approximately 94% of the Scheme’s liabilities.

Under this strategy, if interest rates fall, the value of LDI investments will rise to help match the increase
in actuarial liabilities arising from a fall in the discount rate. Similarly, if interest rates rise, the LDI
investments will fall in value, as will the actuarial liabilities because of an increase in the discount rate. At
the year-end the LDI portfolio represented 27.9% (2022: 29.2%) of the total investment portfolio and the
bulk annuity insurance policy represented 26.3% (2022: 26.1%).

(v) Other Price Risk

Other price risk arises principally in relation to the Scheme's return-seeking portfolio which includes equity
futures, UK and global corporate bonds, income generating assets, and global reinsurance. The Scheme
has set a target asset allocation 43.9% of investments being held in return-seeking investments. At the
year-end, the return-seeking portfolio represented 45.8% (2022: 42.7%) of the total investment portfolio.

The Scheme manages the exposure to overall price movements by constructing a diverse portfolio of
investments across various markets.

(c) Defined Contribution Section
(i) Investment Strategy

The Trustee's objective is to make available to members of the Scheme an appropriate range of
investment options designed to generate income and capital growth, which together with new
contributions from members and their employer, will provide a retirement amount with which the
member can purchase a pension annuity or other type of retirement product. The Statement of
Investment Principles outlines the investment objectives and strategy for the DC assets of the Scheme.
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For the year ended 31 December 2023
22. INVESTMENT RISK DISCLOSURES (continued)
(c) Defined Contribution Section (continued)
(i) Investment Strategy (continued)
At year end, the investment funds offered to members were provided by Fidelity as follows:

e (Cash Fund

e Diversified Investment Fund

e Emerging Markets Fund

e International Equity Investment Fund
e Over 5-year Index Linked Gilt Fund

e  Pre-Retirement Fund

e Shariah Equity Fund

The Trustee has an investment management agreement in place with Fidelity that sets out guidelines for
the underlying investments held by the funds. The day-to-day management of the underlying investments
in the funds is the responsibility of Fidelity, including the direct management of credit and market risks.

The Trustee monitors the DC funds via regular reports and advice from the Scheme'’s Investment Advisers.

A summary of the risks across the Scheme’s DC investments is shown below:

Market Risk 2023 2022
Credit  Currency Interest Other £000s  £000s
Risk Rate Price
Pooled investment vehicles [ o o e 231,958 201,121

[®] significantly, [@] partially or [O] hardly / not at all.

(i) Credit Risk
The DC investments are subject to direct credit risk in relation to Fidelity through the Scheme’s holding
in unit linked funds provided by Fidelity. The Trustee monitors the creditworthiness of Fidelity by reviewing

published credit ratings. In the event of default by Fidelity, the Scheme is protected by the Financial
Services Compensation Scheme.

The investments are also subject to indirect credit risk arising from the underlying investments held in the
funds. Member level risk exposures will be dependent on the funds invested in by members.

(iii) Market Risk

The DC investments are subject to indirect currency risk, interest rate risk, and other price risk arising from
the underlying financial instruments held in the funds managed by Fidelity. The equity assets in the funds
are exposed to currency and other price risks, and the bond and cash assets in the funds are exposed to
currency and interest rate risks.

23. CONCENTRATION OF INVESTMENTS

The following investments represented over 5% of the net assets of the Scheme:

2023 2022 (Restated)

£'000s % £'000s %

PIC insurance policy 158,500 18.7 163,500 19.7
Fidelity International Equity Investment Fund 114,547 13.5 98,941 1.9
Fidelity Diversified Investment Fund 89,381 10.6 77,598 94
Blackrock UK Strategic Alternative Income 67,238 8.0 68,798 8.3
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24. CURRENT ASSETS 2023
Defined Defined Total

Benefit Contribution

Section Section
£'000s £'000s £'000s
Bank balance 7,205 912 8,117
Contributions receivable - employer - 1,430 1,430
- members - 197 197
Pensions paid in advance 213 - 213
Life assurance paid in advance 544 - 544
Other assets 101 - 101
8,063 2,539 10,602

2022
Bank balance 9,608 436 10,044
Contributions receivable - employer - 1,368 1,368
- members - 13 13
Pensions paid in advance 202 - 202
Life assurance paid in advance 532 - 532
10,342 1,817 12,159

Included in the DC bank balance is £469,782 (2022: nil) which is allocated to members.

All contributions receivable relate to the month of December 2023 and were paid in full to the Scheme
within the timescale required by the Schedule of Contributions.

25. CURRENT LIABILITIES 2023
Defined Defined Total

Benefit Contribution

Section Section
£'000s £'000s £'000s
Accrued expenses 355 - 355
Unpaid benefits 37 772 809
Tax payable 314 - 314
Annuities received in advance 299 - 299
1,005 772 1,777

2022
Accrued expenses 423 - 423
Unpaid benefits 2 - 2
Tax payable 278 - 278
Annuities received in advance 282 - 282
985 - 985
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26.

27.

28.

RELATED PARTIES

Transactions with related parties of the Scheme have been disclosed in the annual report and financial
statements as follows.

(a) Transactions with key management personnel — The Trustee

e Contributions received during the year in respect of four (2022: three) Trustee Directors who are
active members of the Scheme were made in accordance with the Trust Deed and Rules.

e Pension payments were made during the year to one (2022: one) Trustee Director as a retired
member of the Scheme and are included within pensions payable. These payments were calculated
on the same basis as pensions payable to other members of the Scheme in accordance with the Trust
Deed and Rules.

e Amounts paid to Trustee Directors as a fee for their services are disclosed in Note 11. At the year-
end, £51,841 (2022: £30,285) was payable by the Scheme for these fees.

(b) Transactions with other related parties — The Employer
e Contributions receivable from the Employer of the Scheme are disclosed in Notes 5 and 24.

The Scheme has an AVC provision arrangement with The Chelsea Building Society. “The Chelsea Building
Society” and “The Chelsea” are trading names of Yorkshire Building Society.

EMPLOYER RELATED INVESTMENTS
There were no employer related investments at the year-end (2022: £Nil).
GMP EQUALISATION

In October 2018, the High Court handed down a judgment involving the Lloyds Banking Group's defined
benefit pension schemes. The judgment concluded the schemes should be amended to equalise pension
benefits for men and women in relation to guaranteed minimum pension benefits. In November 2021,
the High Court also ruled that pension schemes will need to revisit individual transfer payments made
since May 1990.

Under the rulings, schemes are required to backdate benefit and transfer out adjustments in relation to
GMP equalisation and provide interest on the backdated amounts. Based on an initial assessment of the
likely backdated amounts and related interest, the Trustee does not expect these to be material to the
financial statements and therefore has not included a liability in respect of these matters in these financial
statements. They will be accounted for in the year they are determined.
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Independent auditors’ statement about
contributions to the trustee of Yorkshire
Building Society Pension Scheme

Statement about contributions

Opinion

In our opinion, the contributions paid to the Scheme by the employer under the Schedule of Contribution for the scheme year
ended 31 December 2023 as reported in Yorkshire Building Society Pension Scheme’s summary of contributions have, in all
material respects, been paid in accordance with the schedules of contributions certified by the scheme actuary on 30 June
2020 and 9 November 2023.

We have examined Yorkshire Building Society Pension Scheme’s summary of contributions for the scheme year ended
31 December 2023 which is set out on the following page.

Basis for opinion

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported in the
summary of contributions have, in all material respects, been paid in accordance with the relevant requirements. This includes
an examination, on a test basis, of evidence relevant to the amounts of contributions payable to the scheme under the
schedules of contributions, and the timing of those payments.

Responsibilities for the statement about contributions

Responsibilities of the trustee in respect of contributions

As explained more fully in the statement of trustee’s responsibilities, the scheme’s trustee is responsible for preparing, and
from time to time reviewing and if necessary revising, a schedule of contributions and for monitoring whether contributions are
made to the scheme by employers in accordance with relevant requirements.

Auditors’ responsibilities in respect of the statement about contributions
It is our responsibility to provide a statement about contributions and to report our opinion to you.

Use of this report

This report, including the opinion, has been prepared for and only for the trustee as a body in accordance with section 41 of
the Pensions Act 1995 and for no other purpose. We do not, in giving this opinion, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly
agreed by our prior consent in writing.

PWC

PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
Leeds

29 July 2024

Page 38



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

SUMMARY OF CONTRIBUTIONS PAID IN THE YEAR

During the year, the contributions paid to the Scheme by the employer under the Schedules
of Contributions were as follows:

Contributions required by the Schedules of Contributions: £'000s
Employer normal contributions 15,886
Employer additional contributions 1,000
Employee normal contributions 132
Contributions required by the Schedules of Contributions

(as reported on by the Scheme Auditors) 17,018

Reconciliation to the financial statements:

Contributions paid under the Schedules of Contributions 17,018
Members' Additional Voluntary Contributions 2,350
Contributions receivable per the financial statements 19,368

This summary was approved by the Trustee on ....29 July 2024....... (date)

Signed on behalf of the Trustee

Inder Dhingra

Inderpreet Dhingra, Chairman
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YORKSHIRE BUILDING SOCIETY
PENSION SCHEME

Chair's Governance Statement for the year ended
31 December 2023

Scheme Registration No: 10101681

Signed and Dated 29 July 2024
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GOVERNANCE STATEMENT FOR THE DEFINED CONTREBUTION SECTION AND DEFINED BEMEFIT SECTION OF THE
YORESHIRE BUILDIMNG SOCIETY PENSION SCHEME

This Chair's Governance Statement (the “Statement™] has been produeced for the Yorkshire Building Socéety Pension
Lcheme (the "Scheme”™) and ks corporate trustee, ¥B5 Penslion Trustees Limited (Ehe "Trestee™], In accordance with
rogulation 21 of the Occupational Pension Schemaes (Scheme Admimistration] Regulations 1956, The Scheme's
Primchpal Employer and Spansor ks Yorkshire Bullding Soclety (the “Soclety™ ). The Statemient describes the role of the
Trustes and how the Trastes, scting through M3 directors [the "Trasiee Directors™) has met 55 statulory governance
starsdasds in relatian 1o the Deliasd Camtributicn [ DL ) srrangements duddag the Scheme yoar ended 31 Decembar
23 (the “Scheme Veas™] In fhe follopwing deeas:

- The imveestment aptions in which membors’ atcounts are invested during the Scheme Year, including the
detaule inwesErmeant arrangementd and self-galect Tunds,

Requiraments for processing core finamcial transactions.

Asgesiment al charged and tramiastion coals bame by membss,

The reet retunn on Evestments for each dedault arrengement and self-uebect fund.

Asseszmaent of value for members.

The reguiremant for Trustes knowladge and underitan ding.

& 8 R @

The Statement adso includes “pounds and pence” illustrations demaonstrating the potential impact of costs and charges on
& mambaer's DC savings over the cowrse of their Scheme membership.

Tha Statemant i desigred o provide members with key nformation and atsurardes regarding the proper rusning of the
Schame arsd the valus it provides, The Scheme i uied ad & qualilying schems o the Sotiely’'s aulamatic enrelmin
obligaticns.

The Statement primarily ralates 1o the Schamae's DC Section but also incledes sections covering the Defined Benefn
|"D8"| Section and itz Additional Voluntary Contribution |*AVC"] arrangemenis.

The Trustes recetves peafevsional Defined Confribution ['DC7], investment and govemance advice from WTW (the
“Imwesbment fdvizer™). The Scheme's OC Sectlon i sdministered by Fidelity (the “Plan Adminlstrator™).

PFAarkat update

The Bank of Englend [BoE] mede severdl base rate rises throughout 2023, with the base cate stacting the year st 3.5% gnd
ending the year al 5,25%. UK inflassn, ad desdaned by the TP fo38 by 3,9% i the 12 maaih o Decambed 2023, daiwn

from 6.6% in September and from a recent peak of 11.1% n Octobes 3022

Equdty markets retumied positive performance acnoss all regions other than China which returmed regative performance.
The FTSE All Wiarkd Irelix returrsid 15.7% whilia the M5CE Ching Index seturmed -16,2% (Both in steding terms), FTSE All-
Share Index retunned 7.9% whilst North America wat the best parformiing region with 19.4% [both in sterding termsl].

UK governmernt bond ylelds |which moye inverseby to bend price) decreased over 12 months to 31 December 3023, which
maant returns from bonds were generally positive. Long dated UK giles have returned 1.6% ower the pericd {22 measured
by FISE-A Gilts Oower 15 Fesrs Index] and UK gilts all stocks retumed 3.7%.

Theer @ 3 yesr pevdod, which takes Info account the gilts crisls in the Biter part of 2022, bond refuers have been
negatiee. Mowever, for a DC member investad in the Pre-Betirement furnd, this should be considered alongside significant
falls In thee price of annuitles over the same pesiod. As an example, sverage anmulty prices fel by @rourd 11.6% p.a. ower
the 3 years ending 31 Decembaer 2023 (for a level annuity bought at age 65). The DX Pre-Retirement furd value also fell,
but to a lesser extent [ 1005%] — ultimately this means the fend haes done o gocd job a3 tracking the price of purchasing on
En sty

Page 41



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 42



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 43



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 44



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 45



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 46



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 47



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 48



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

Page 49



YORKSHIRE BUILDING SOCIETY PENSION SCHEME

The Trustee has undertaken & VEM assesiment in May J074, with supper kom the Investment Adyviser, The
assersmaent baoked at three core plany” including:

1, Investmsnt eeluars - 500 weighting
2, Srwices = 30 weighting, énd
3, Cont ared chaeges = I welghting:

When assessing each of the three areas, we considered:

Ivwaestmaenk returne — When assesaing the default furd we consider the peformance compared to “off-the shell” default
Invesiment skrategles used by master trust providers. ' We have split this into theee key periods in the approach to
retiremant for members:

#  Growth phate |35 yoars of more before retiremaent)
#  [Decemdation phase (10 years before rethrement)
& Hetiremant ghase [Fram retiremant date]

Sarvices— Wi hove kdentified 77 key fesiures to assess the Scheme against. Inorder to make the process align with the
Scheme’s position and priorities. Each ey feature has been allocated a rating based on the following welghting system:
Fundamental {3 podnts), Bancficial (2 points) and Helpful (1 point]. Based on the percentage of key features demonstrated
and thelr reapect hse welghting:, & welghted sverage |y calculated for Services,

Costs and charges - The benchmarking focuses on comparing the Scheme against other WTW own trust-based diernts ardd
convers the charges of the growth fund wsed within the main default strategy. A percentage score is then appled.

An owerall rating s then applied based of the agpregsted welghted scores scroas these theee areas, The eeelght soone s
then diieiied i Jollows:

Invwgrbmaent reburne Srratcas Corte and charges

Poor value Paorly performing Limifted sndfor poosly Better than market |

inreeatmenis performing services Feerage oosts and
charges

Falr value Broadly meeting Moderate bevel of services In Broadly masrket average
Errvestrnent benchmarks R with th:!' r'l_arln.ﬂ casts and charges

Good value “Mesting/exceeding Comgrehensive and well Above market average
ek tmanst benchmarks perlodming sarvitas costs and charges |

It should be noted that when aasessirg vabue, this does not necessary mean the bwsest cost or fee. The Trustes considers
the overall quality of thi sirvices membery receive snd condiders whather the cost of this prenddes valiue Tor maoney

Theé Truites has concludssd that avenadl, the Schame provides ‘fadr walua', L&, the value pravided is in Bae with the value

eilesed by many ol pecaion schemad in the market, The Trusies is now warking thriwgh the ugpeitions 18 lurtker
improve member value, The assessmient i shown in more dotall below:
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Aran Rating i .
Mt Invostment Fair Inwestment performance - The Ireestments retums were assessed
TS &t hi Tallaw:

»  Growth phace |ower 35 years from retiremant ) ‘Higher
Fargs”

& 10 peari o retivement: Lower range’

& AR retirement: “Lower range”

& Select-islect hands: madium range

Net investment retuwiad ewirall assessment — Looking holistically
&1 the pierlormandge of pillar ane, the el view i 1hat the
arviestmat returns fall in the mediam range. The magority of the
maernbaeihip are in the growth phase of the defauly strategy, and
will spend the most time in this phace, so the results of the growth
phase sre more beavly welghted than the retorns provided dose
o retirement.

Err Gosod Servieed; evenall aadeidment - The Sheme 5 curramly stsested as
damdndlrating 6T aut al & pasilble 77 relivant key laalures, with &
weighted average of 32%. This includes domonstrating 94% of the
ey arwas of governange, adminivration amnd member serdei

Costs and charges Good Total Expense Ratios — The costs and charges for the Scheme’s
dufault growah phase DC fund are 0.35% and astessed an “fa
walse™ when compased to other bundied schemees,

Transection casts — Based on the analysls, the Schemse’s
trarsaction costs over the reporting period are largedy in line with
ar lower than the market averages within each sector, The
trareaction costs hawe not been considered in prowiding an overall
walze rating for the Scheme a2 transsction costs make up a
rellatively small propoction al tha cvesall coani.

Costs and charges. everall ersessment - Considering the
aisesament of the total expende ratio af the defaah fund, the
tcheme was assessed as in the mid-range.

Thie Trugges will continue bo work 54 achiters 1o enturs ket the Schemae comtitui 10 provide waluee and stigd abreass o
market developments where appropriste

Trustes Knowledge and Understanding ["TEU")

The Scheme’s Trustes Directors are reguired 1o maintain appropriate beveds of knowdedge and wnderstanding to run the
Scheme eflectively, Each Trustee Dérector must hawve, to the degree that |5 spproprlste for the purposes. of enabling the
indivddual properdy to exercise his or her functions as Trustee Director, knowledge and understanding of the L relating to
penydcns. snd brusts and the principles relsting to the Fvestment of the assets of ocsupational pensdan schemey, Each
Trukies Ditector is alse reguired o be corvrersant wdth the Trust Deed and Aules af the Scherewe, the Scheme's SIF and any
other document recording policy Tor the time being adopted by the Trustee relating to the administration of the Schame
gereraly,

Thee Trustee Board has & broad range of skills and saperience in both financial servces and in the management of ponsion

schemes. The Trustes has 3 succession plan in place for Trstes Directors, which considers the need tomaintaln a wide range
ol gapariencs and ikilli om the Board ad well a5 the naed 10 gongider diver§ity in any decidian bo appoint & miy Trugise.
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The Trustes bas an established TEU process in place, which, together with the advice svallable 1o the Trustee From the
Sehang’d Eefuariog, Fveiimant stviters, lavwyirs, and audfong, anables the Trodtes Dirsctors 10 propecly xgrcise thisir
functions as Truvtes Directors of the Scheme. The Trustes's approach to mestng the TEL reguirements includes (but i
nofd liméted 1ol

* fgresing training that needs to be undertalien, whach is delivered at Trustes meetings, or Sub Committes mestings,
where apgroprlate, Specfic Trustee Trafning events may also be ocganiced by our adhieers,

¥ Aggeidimg begiletion and gececsl updated [/ curren] pension iliued BT Toosbee maslings,

=  Perindically, reviewing the training neseds of the Trustes, with the kest assessment urdertaken in lanuary 2004,

& Carrying ouf a Trustes effectieeness survey with the latest reswls disoussed ot the meeting in Lenuary 2024,

. Far mew Truites Directarns, completion of &n induction programesne, which includes completing (PR gnline 1rushes
tanlkit withim wix montha af thedr apooimtmant.

¢ fatend conferences, semdnars ard other frustes tr@dning events organised by the advisors, vestment managers
and the prafessions penshons badles

Refewant training wundertaken by Trustee Directors b recorded in the Trustee Trairdng Log. This Log b reviewed and
upsdated regularly by all Trustes Directors.

Specific training wndertaken durdng the period nchaded (but was mat Bmited to):

= DB Funding Code of Practice

Covengnt Aspesiment

Buyowt market updaie

LD lishilivy poawy Craining

D investmsnt SErabagy Cradning

PM award in Perslon Trusteeship

Delvary perslons in g digial woeid

Penakon: Dashboged

Taik Fowcn gn Climate Relwed Disclotures [TCFOY regquir dments
Cyhor security

O 0O 0

g2 0 0

i 0

For the pedod covered by this Staterment, the TEU requinsmants wens med Ehrough @ cambination of the sboyve arsd the
Trustes Is therefors comgliant with tPR's DC Codes of Practics 7 and 13, The Trustes is sstisfied that it ke met the
rebervant begislative requisements enabling the Board to properly exercise its duthes.

Truites Directars undertook an aggregate of 20 hours of traiming dusing the pericd covered by this Statement, All
trairdng is documented in the Trustee's training log.

Thie Trustee Deectors have also taken adwice from speclalist penskons, irvestment, and sctvarial advisers (WTW], legal
advisers |DLA Pipar ) and commanicaticns advisers [Gallagher], to help them 1o achieve their objectiaes and requirements
Bl haand diad Tl kicrabid o and understanding to challengs 1hat advice wilsine appropdiate. Adviter sppeinlmenti are
riviraed periodically by the Trustee.

The Tiuited Dinkelced ave datkilled that their iombsnid knowledge and uaileritanding, couiplid with ddhvici ram spedialisg
perslons, legal and communications advisers. has enabled them o carry out their furctions as trastees of the Scheme
properly, ard to achieve thelr goals effectively for the year,

Thie Schesmae bk in place & conflicts of Entenest policy. Trudies Dinectors record potentisl conflices of interest a1 each
Trustee meeting and take appropriate steps to manage these.

Defined Banefit Section

The DB section & closed 1o new employees and closed to o future benefit accrual w6tk effect from 1 lasuary 3016,
howreyer, those who were scthve members of the Scheme when the Scheme closed retained & "final salary link” Im respect of
Ihisin [l dalary Benilits,

Thé Trustes had evtalilished goredd nancs piotedies within the DB seciion of the Schame scrosd din iy aress:

Rizk management;

Funding and inveiiment;

Sponzar’s [VBS Grawp) cowenant;
Admintitration and data processing:
Member communications; and

Canflicts, relationshigs and retpon sbilities.
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Follorwdmg the compietion of the 2019 triernlal actuarial vaduation, the Trustee progressed with a revlew of the
Schemse’s DB Freestments, with the suppoert of b Irvestment advlies, In order 1o more closely match the Scheme's
labilities and assets, and to protect the improvemaents in the Scheme’s funding positeon. The Trustes conshdered the
appropeiatersess of carrying out & further buy-in during the review peciod ard concleded that this weas mot the right
tirma 1o o ja, This will be coriderad agsin ai the Schami matungs,

The: Trustee remains comfortable with the investment strategy and madntaining a lowser bevel of Ereestment risk, and
took some strateglc actlons In 20022 to mansge the risks to the Schemes Investments from dedng Interest rates, The
Trustes continues to fesiew the strategy on an ongoing basis. Alongside this, the Trustee also regularly monitors the
performance of the funds In which the Scheme |s Invested, with support from the Irvestment Adviser, and meets the
Schemse’s Investimen] managers an an armiesl Bisis oy paet of ongoing due diligence.

The Scheena's maost recent actuarial valuation was cervied out with an effective date of 31 Decambar 3022, ard
revealed that there was a surplus of assets of £12.1 million

08 Member Additional ¥oleniary Contributhons [“4VEs")

A el ool aboed, modt unif-inked AWC aiiets of the Scheme s invedled in & separate Fidelity arrangament which
mitrrors the funds, terms and conditions of the Stheme’s DL Section. The Scheme also has a small amourt of AV
aszets with several Begacy prowiders. Further details can be found as set out above in the DE Section of this report.

Thie Trustie has condheded that the Fidelity AVC arrangements repreadent ki value For memberi, particularly ghven

the lower charges available from Fidelity and the abivy to use AVCE at the first port of call for the Pengian
Commgncement Lump Swem.

Sigreed by the Chair on bekalf of the Trustee of the Yorkshire Bailding Sachety Pensson Schemes

inder Divingra
Imder Dhingra

Date:
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¥orhshiag Budsirg Doty Pt Soasa 1

Wlary 3024
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